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PURPOSE OF HEARINGS 


Mr. Passman. The committee will come to order. The committee 
has called the witnesses here in order to gain some background knowl- 
edge in preparation for the forthcoming hearings on the details of the 
mutual security budget estimates for fiscal year 1958. 

Faced with the highest peacetime budget in the history of our 
Nation, the committee must avail itself of all the facts in order to act 
intelligently on the various fund requests. 

One of the major single items in the 1958 budget is the estimate for 
the various mutual security programs for fiscal 1958. You under- 
stand, of course, these programs are dependent upon annual author- 
izations and no authorization request has yet been presented to the 
appropriate legislative committee for the program for the year fiscal 
1958. However, the Committee on Appropriations has a precedent 
for conducting hearings before the adoption of an authorization. 

The members of the Committee on Appropriations understand that 
most all subcommittees have been holding hearings since January 
and the hearings, or some-of them, will continue for several weeks 
longer. Therefore, in considering requests for the third largest 
amount of money for any program for fiscal 1958, as are contained in 
the budget for the mutual security program, I think it proper, timely, 
and of great importance that the Foreign Operations Subcommittee on 
Appropriations spend as much time as other subcommittees in con- 
itecing the requests for such a mammoth program. Therefore, the 
present hearings are pertinent and important. ‘ 

Without purposely directing criticism at any one individual, may I 
state for the record that in recent years it has been late in the fiscal 
year before the legislative committee passed an authorization bill. 
Likewise it has been late before the matter has been presented to this 
Subcommittee on Appropriations. With the hustle and bustle of an 
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anticipated early adjournment, the public feels the hearings have been, 
to a large extent, abbreviated. This must not happen this year and 
will not happen if I understand my colleagues on this subcommittee. 

It is my understanding that it has been said it was futile to start 
the hearings of the mutual security funds request in advance of an 
authorization bill. I do not personally subscribe to this view, and I am 
of the opinion that a majority of this subcommittee concur with my 
views that it is not futile to start the hearings and to get as much 
information as is possible at this time. 


BASIS FOR ESTIMATE CONTAINED IN PRESIDENT’S BUDGET 


The budget for 1958 contains an estimate on page 95 in the amount 
of $4.4 billion for the mutual security program for fiscal 1958. Even 
though we do not have an authorization bill, some case had to be made 
before the Director of the Budget before a request for $4.4 billion 
for the mutual security program could be included in the budget. The 
committee would like to know the basis for that estimate. 

That is a question. 

Mr. Hoxutstrer. I do not quite understand. You mean you would 
like to have me bring all my people up here who helped build those 
figures ? 

Mr. Passman. I should like the gentleman to interpret that question 
any way he wishes, I merely make the statement the budget for 1958 
contains an estimate on page 95 in the amount of $4.4 billion for the 
mutual security program for fiscal 1958. The committee would like 
to know the basis for that estimate. If we wait, as we have in the past 
in many instances, until along in June before we start considering 
these items, there may be information the committee needs which, due 
to an oversight, we would not get. 

Would you care to comment on the basis for the estimate of $4.4 
billion ? 

Mr. Houuister. To be sure we clarify the record, this is not, then, a 
request for testimony with respect to a request for funds which has not 
yet been made, because no request has been made to the Congress. 

Mr. Passman. I said in my opening statement that we have a 
precedent for conducting hearings before the adoption of an authori- 
zation. i 

Mr. Hoxtistrer. I would not criticize any precedent, but you could 
not question me about a request that has not yet been made. We have 
made no request of any kind to the Congress. 

Mr. Passman. Did you make a case before the Bureau of the Budget 
for $4.4 billion ? 

Mr. Hotutster. I do not know what you mean by making a case. 

Mr. Passman. Upon whose request did the Bureau of the Budget 
include in the. budget a request of Congress for $4.4 billion for the 
mutual security program ¢ 

Mr. Houser. I think you had better ask Mr. Brundage. 

Mr. Passman. Did Mr. Brundage merely put that figure in the 
budget, or did you request it? 
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PROCEDURE IN FORMULATING BUDGET ESTIMATE 


Mr. Hoxuister. If you will give me an opportunity, I would like 
to give you the process by which the sum is made up. 

As soon as Congress passes an appropriation bill for a particular 
year so that we know the situation we are in, how much money we 
have for the purposes of the fiscal year which is then current—because 
the bill does not get passed until after the first of the fiscal year—we 
start our final planning for the next year, some of which, however, 
has been considered for a good many months. We send out to all the 
missions over the world what we call guidelines for planning. We 
have something over 50 missions, and if you count dependent terri- 
tories, we are operating in 60 countries. 

We ask them, using those guidelines, to estimate what the country 
program should be for the year afterwards. On the one we are 
working now with respect to which you are questioning me, the 
guidelines went out last August just as soon as we could get them 
out after the appropriation bill was passed for the current year. 

It takes some time for them to be worked on in the countries. They 
come in to our people. The State Department puts their people to 
work. There are a series of meetings that extend all fall. They are 
worked over in my shop by the deskman, the regional people, technical 
people, legal people— you can imagine it is a large organization to be 
able to carry on the thousands of programs we have all over the world. 

At the same time the State Department people are doing their work 
on the political side. I am discussing solely the economic side of the 
program and not the military. You must realize these programs have 
a political as well as an economic side, and with a good deal of give 
and take we try to get a balanced program which my shop and the 
State Department can agree upon which will combine the political 
and economic for what we think is the best interest of the United 
States, which, of course, is what we are working toward. 

We were told by Mr. Brundage that he wanted definite figures to 
put in the budget by October 15. We told him it would be very diffi- 
cult to get. refined figures for him that early, but we did get a figure 
in to him at that time. We told him we would lke to continue 
refining it, and we had further discussions ending up with a figure 
which he adopted for the use of the budget almost 4 months ago, It 
had to be fairly early in December in order to get it printed and to 
the Congress the first week in the session when the budget comes in. 

That is the machinery under which the budget is worked out: 

As to the various conferences, to go into detail as to each par- 
ticular country’s program, how it is worked out, we will be glad to do 
so if the chairman wants to take the time. I can bring my people up 
here the same as we do before the Foreign Affairs Committee and this 
committee when you think it advisable. I shall be glad to bring any 
people in, realizing we have not firmed up any particular program 
completely. 


NECESSITY FOR HEARINGS PRIOR TO PASSAGE OF AUTHORIZATION BILL 


Mr. Passman. I might state at this point, Mr. Hollister, this was 
not my idea alone. Before reaching a decision to start these pre- 
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liminary hearings, I counseled with Mr. Lanham, Mr. Natcher, Mr. 
Gary, Mr. Cannon, Mr. Alexander, and I think I can also state for 
the record that they all concurred that we should start these hearings 
and not wait until the Congress is nearing adjournment and hold what 
the public considers to be abbreviated hearings. If it is proper for 
other subcommittees to use 10, 12, and sometimes 15 weeks to hold hear- 
ings on an appropriation bill, surely this committee should start hear- 
ings as early as possible and get all the information we can, inasmuch 
as we are handling the third largest request in the budget. 

I do not know why it is necessary year after year for the admin- 
istration to wait until May or June to request an authorization bill. 

Mr. Hotuistrer. Mr. Chairman, may I make a comment? 

Mr. Passman. If I may conclude, there has been a precedent for 
starting hearings on this particular money request prior to the ap- 
proval of an authorization bill. This is not a very pleasant task to 
attempt to conduct hearings when we know the Department head does 
not consider the hearings to be necessary. I believe it was even brought 
to the attention of the Chairman of the Appropriations Committee, 
Mr. Cannon, and a request made that these hearings be called off. And, 
of course, you will recall the conversation we had on the telephone 
yesterday. 

Mr. Horzister. Yes, sir. 

Mr. Passman. I want to be fair, I want to be considerate, I want to 
be courteous, and I intend to extend you all these considerations, but 
I hope you will try to see the committee’s point of view, that we do not 
want to wait until May or June and then have the Department ask for 
an appropriation, maybe for $4.4 billion, which would have to be 
handled in a matter of days or, at the most, a few weeks. 

Mr. Houister. May I answer a number of the things you have said? 

Mr. Passman. Certainly. 

Mr. Hotiister. You have my extreme sympathy as far as the 
time element is concerned. I feel as strongly as you do that it is 
very late in the session to get these things going. And let me say 
you personally and the members of this committee have always 
treated me courteously and, from my point of view, satisfactorily. 
In last year’s hearings, with minor exceptions, I feel that the com- 
mittee, as far as the economic program is concerned, looked over it 
very carefully and came to conclusions which did not seriously ham- 
r the operations on the economic side of this program in this year. 

want you to understand that, because I feel that definitely. 

Mr. Passman. Thank you, Mr. Hollister. 

Mr. Horxister. As far as the time element is concerned, an expla- 
nation, I am sure, is due you. I realize the feeling you have that 
you may suddenly be faced with a request for appropriations and 
the end of the session may be coming along, because it will take 
sometime for the authorizing legislation to be heard in the authorizing 
committees and to get before the Congress and be passed. 

I certainly would think it would be quite in the cards, after the 
authorization bill is in, to start hearings perhaps on the appro- 
priating side before final passage of the authorizing bill. 
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EXECUTIVE BRANCH REVIEW OF MUTUAL SECURITY PROGRAM 


Let me say something about the reason for the delay. We, as far 
as my shop is concerned, could have been ready with our presentation 
sometime ago. I am speaking now, however, for the executive de- 
partment. The executive department is fully alive to the many 
criticisms which are made of the so-called foreign aid program. I 
ey prefer to call it mutual security because as far as I am 
concerned it is the security side that interests me particularly. We 
realize there are many conflicting views in the country. There are 
those who feel we should be spending many millions more in the 
development field. There are those who have no use for the develop- 
ment side, but can understand perfectly well that in order to sup- 

rt our allies in the military field, we not only have to give them the 

ard goods and the training, but substantial economic support as 
well. In a country like Korea, not only must the military side be 
supported, but the economy of the country itself has to be kept on 
an even keel because a country that collapses economically is not 
much good as an ally on the military side. 

As the chairman knows, various studies on this subject were started 
last year. The Senate, as you will remember, appointed a special 
committee and gave them $300,000 to make these various studies. The 
President himself, having asked the Congress for a commission to 
make this study, and Congress having chosen not to grant that but 
to make its own study, the President felt the executive should make a 
study of its own, and the so-called Fairless group made a study which 
was completed by March 1. : 

In addition, a statutory committee appointed a good many years 
ago—before this administration came in—and headed by Erie John- 
ston, known as the International Development. Advisory Board, made 
a report which came in before the Fairless report. 

The House Foreign Affairs Committee made a report. Whether it 
was a report of the full committee or of former Chairman Richards, 
I am not sure, but that report came in the first of the year. 

And I believe the Appropriations Committee of the House passed a 
resolution. I do not know the result of that resolution and I do not 
believe a report has been made as yet. Is that correct? 

Mr. Passman. I think you are correct, that these investigations 
have been going on since the inception of the program. Every year 
there are several committees investigating foreign aid. 


POSSIBLE DIVISION OF MUTUAL SECURITY PROGRAM INTO TWO SEPARATE 
PARTS 


Mr. Hotuister. Probably the most controversial question that comes 
up is the question of splitting the economic from the military which, 
if done, would require 2 separate bills, 2 separate messages, perhaps, 
by the President, and there are various gradations between that, with 
an attempt made, perhaps, rather arbitrarily to divide the military 
and economic part of economic support. 

Mr. Passman. According to your statement, there has been con- 
sideration given to putting the military part under the Military Ap- 
propriations Subcommittee of the House, and to take the other part 
and put it under the State Appropriations Subcommittee ? 











Mr. Houuisrer. There has been. 

Mr. Passman. Are you inclined to agree that would be poe 

Mr. Hoxuister. I am inclined to think, if you can find a clear way 
of presenting the fact that a very large percentage of the whole bill 
is a military-defense bill, I think it would be valuable from the point 
of view of affecting the country and having people realize that what 
is sometimes called the giveaway is a very small part of the total bill. 
The trouble is there are various gradations of how it is done that 
involve many complicated matters, including the question of adminis- 
tration, to what extent would this subcommittee lose jurisdiction, and 
other things. 

CHANGE IN NAME OF PROGRAM 


Mr. Passman. That question of jurisdiction is not important. 
Would this be a true statement, that from the inception of this pro- 
gram every 2 or 214 years, they would find a new name for it. I do 
not know the purpose. Your evaluation of that situation would be as 
valid as mine, but it appeared to me when a particular name became 
threadbare they would change the name. They finally got to mutual 
security. 

Mr. Hotsaster. May I answer that right there? 

Mr, Passman. Yes. 

Mr. Hotiister. The change was made 2 years ago. 

Mr. Passman. The program has been carried on, I think, under five 
different names. 

Mr. Houutsrer. The change that went into effect 2 years ago next 
July 1 was ordered by the Congress. 

Mr. Passman. That is true. 

Mr. Houtister. Congress ordered the Foreign Operations Adminis- 
tration out of existence. 

Mr. PassMan. That is true. 

Mr. Hottister. So the President created the International Coopera- 
tion Administration. 

Mr. Passman. The Executive did not object violently to the change? 

Mr. Houuister. Congress ordered the Foreign Operations Adminis- 
tration out of existence. 

Mr. Passman. That is right, but, so far as the objective and pro- 
grams, it remained the same 

Mr. Ho.tisrer. It varied in that the Foreign Operations Adminis- 
tration was an independent operation. 

Mr. PassMan. The programs remained the same? 

Mr. Hotuister. Not entirely. Direct forces support was shifted for 
administration purposes from the economic side to the military side. 

Mr. Passman. But the objective remained the same for our friends 
abroad ? 

Mr. Hotxtster. I assume that will always remain the same. 

Mr. Passman. It appears we are arguing, rather than discussing the 
bill. Let us get back to the question. 

Mr. Ho.iisrer. I was trying to explain to you why there has been 
this delay this year. It was out of respect to the Congress, which is 
still considering many of these reports, and the administration, want- 
ing to have the full views of everybody, has not yet prepared the au- 
thorizing bill on which the appropriation bill will have to be based. 

It might be two bills. 
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Mr. PassmaNn. It might not be two bills, too. 
I have certain questions. If you can answer them, I wish you 
would do so, and if not you can so state. 


MUTUAL SECURITY PROGRAM AS A PART OF THE DEFENSE APPROPRIATIONS 
BILL 


Do you feel, with the great responsibilities of the military com- 
mittee handling funds for the Military Establishment, if we should 
put this mutual security in that bill, that it would get lost in such a 
mammoth bill? And the American people could not determine what 
part of the defense appropriation was for foreign aid. Do you think 
there would be widespread opposition to such a change ? 

Mr. Howuister. What I was trying to explain is that it is not a 
question which can be answered categorically one way or another. 
If there were a clear way of bringing home to the country the fact 
that the great majority of the mutual-security money is military in 
nature, I would be in favor of that as far as that goes. 

Now, you are faced with two problems. One is a problem of admin- 
istration and another is the eb em of the machinery, which involves 
the authorizing and appropriating processes. 

I think it would be impossible at the present time to turn over to the 
Defense Department the administration of defense support, even 
that part which is in the military area. I think it should be kept under 
one head, whether it is I or a successor to me or some other organiza- 
tion. I think the so-called defense part of the program certainly 
could not be immediately shifted to the Defense Department, 
because it would mean the building up of a completely new organiza- 
tion, and you would have a paralleling between my organization and 
the Defense Department. Whether appropriating to the Defense 
Department rather than to the President or doing it by a different 
bill or revamping parts on the economic side would be an improvement, 
Il am not prepared to say. That is under very extensive study, and I 
think the executive will be able to make a statement on it in the very 
near future. I hope so, because the later it is in making that decision 
the later in the session it will be, and I have the same opinion you have 
that time is wasting. 

Ts that clear? 

Mr. Passman., It is quite clear. 


FOREIGN NATIONS’ EXPENDITURES FOR ECONOMIC RATHER THAN FOR 
DEFENSE PURPOSES 


In the past, practically all nations have budgeted a certain amount 
of their national income for national defense, and when we go in and 
pick up military checks, it releases the money that country normally 
would spend for national defense for economic purposes or other pur- 
poses. In effect it is helping the economy of the country. 

Mr. Hotuister. Perhaps I do not follow you. You mean in a coun- 
try where we help them militarily we assist the economy by our mili- 
tary expenditures? 

Mr. Passman. Yes. If we are paying for their tanks and planes 
and ships for national defense, that releases the amount of money 
which before that time they had spent for national defense for such 
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things as flood control, irrigation, and so forth, to strengthen their 
economy. 

Mr. Hoxuisrer. In some cases. In other cases the whole point of 
oor military expenditures is for the military defense of the United 

tates. 

Mr. Passman. That is the claim, but it certainly helps the economy 
of a country to be relieved of the responsibility of spending its own 
money for armament and military purposes; it releases that money to 
strengthen its economy. 

Mr. Houzister. That must be counterbalanced in that everything 
you put into one of those countries in the way of a military establish- 
ment increases the cost of keeping that military establishment going. 
The people in the military services must be fed and clothed; they are 
taken out of economic pursuits, et cetera. So it is one of those compli- 
cated questions you cannot give a direct answer to. 

Mr. Passman. That is right. It is like the old saying you can take 
figures and do anything you want to with them. 

Mr. Hoiuister. Yes. Here is a country that has a certain appropria- 
tion on the military side and a certain appropriation on the economic 
side. If we say, “Raise your military budget, and we will increase 
your economic aid,” it looks like we are raising the economic aid. If 
we say, “Put more money in your economic budget, and we will give 
you more military aid,” it might look the other way. 

Mr. Passman. If a country normally would spend 20 percent of its 
national income for national defense and we pick up the check so that 
it is necessary for them to spend only 6 percent for national defense, 
this releases the difference of 14 percent for them to spend for other 


pespome 
r. Hotutster. There are other considerations. 
BUREAU OF THE BUDGET CEILING ON BUDGET REQUEST 


Mr. Passman. Did Mr. Brundage establish a ceiling or a maximum 
for which you could ask ? 

Mr. Hoxtuisrer. I do not know of any maximum. 

Mr. Passman. He established the total request of $4.4 billion. Is 
this the sum for all programs requested by the missions ? 

Mr. Horsisrer. That is what the President stated in his budget 
message to the Congress that he was tentatively budgeting for the 
mutual-security program. 

Mr. Passman. You do not recall that there was a maximum ceiling 
— upon this item similar to that on other money requests coming 

fore the Congress ? 

Mr. Hoxiister. I did not know that it was ever the practice of the 
Bureau of the Budget to put a maximum ceiling on a request. 

Mr. Passman. It is my understanding that they do. 


BASIS FOR ESTIMATE IN PRESIDEN'T’S BUDGET 


May I put it this way, then. The President, in his budget, said the 
request would be $4.4 billion. Who arrived at this figure? That 
is one thing we would like to establish if we could, inasmuch as it has 
been mentioned by the President and in the budget. 

Mr. Hotxisrer. Who is responsible for it? 








Mr. PassmMan. Yes. 

Mr. Hotatsrer. The President. 

Mr. PassMAN. Based on information received from what source ? 

Mr. Hotuxisrer. You will have to ask the President. 

Mr. PassmMAN. He would have to be given some information. 

Mr. Hotszaster. Yes; but you do not expect me to tell you all the 
information the President based his budget on. It is the President’s 
budget, not mine. You will have to ask the White House. _ 

Mr. Passman. The President has some reason for arriving at that 
figure. 

“Mr. Houtasrer. Yes; but you had better ask the President for his 
reasons. I cannot ask the President his reasons for the size of his 
budget. t j 

Mr. Passman. Did the President ask you for supporting figures to 
the extent of $4.4 billion ? 

Mr. Hotuisrer. Of course. 

Mr. Passman. That is the question I asked you a while ago. 

Mr. Hoxutster. I beg your pardon. Will you read the question? 

Mr. Passman. I knew the President had to have some information. 

Mr. Houinisrer. Will you read the question ? 

Mr. PassmaNn. Yes. Read the question. 

(The question referred to was read by the reporter.) 

Mr. Houuistrer. I repeat, the President is responsible for it. 

Mr. Passman. I will put it this way, then. How did the President 
arrive at that figure ? 

Mr. Hotxistrer. You will have to ask the President. 

Mr. Passman. Did you give him any supporting information so 
that he could arrive at it? 

Mr. Hotuister. I gave information to the Bureau of the Budget, 
Mr. Chairman. The Budget people are continually going over our 
records with us. They sit in all our conferences. We have Budget 
people with us from the time we start in the summer all through the 
fall listening to our discussions and bringing in their own views, and 
when the recommendation is made by the head of the Bureau of the 
Budget to the President, it is the result of all these conferences. If 
you want to know what makes Percy Brundage arrive at a particular 
figure and present it to the President, I should think you would have 
to ask him. And if you want to ask the President what recommenda- 
tion he accepted, you will have to ask the President. 

Mr. Passman. Mr. Hollister, I want to state for the record at this 
point that these hearings may be long and trying. I do not wish to 
argue with you and I want to assure you that this is not a very pleasant 
task for me to be chairman of a subcommittee where there is so much 
misunderstanding. I respect your views. I think you know that. 

Were not you opposed to these hearings at this time? 

Mr. Hoxuisrer. Not at all. You misunderstand me. I think it is 
of little avail to try to question me on sums which have not yet been 
asked for. I do not know that that will be the sum which will be 
asked for. If you want to ask me anything about our past program or 
how we work, I will spend all the time you want and bring my people 
here. But_how can I sensibly answer questions with respect to a 
request to Congress for funds which has not been made? 

Mr. Passman. I do not think I have been unreasonable. I will ask 
these questions again, and then we may adjourn. 
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Mr. Hoxuister. Your questions to me about the President and the 
Director of the Budget, I do not say they were unreasonable. I say 
the only answer I can make is that it is not in my province. I will 
answer every question in my province that I can and bring my people 
here and take all the time you want, but I cannot see that much can be 
accomplished by asking me to testify in any kind of detail on the 
figures with respect to a request not yet made, because it seems to me 
axiomatic. I may be very unintelligent, but that is my feeling. That 
is all I can say. In any other area I will be delighted to help all I 
can. 

Mr. Passman. I am going to see if I cannot put the questions a little 
differently. We are trying to find out on what basis the President 
requested $4.4 billion. There must have been some recommendation 
made to the President or he would not have put that figure in the 
budget. I should think there would have to be some supporting infor- 
mation submitted in order for the President or the Director of the 
Budget to arrive at the estimated amount of $4.4 billion. 

Mr. Ho.tister. I can repeat over and over again that what was 
presented to the President would have to be testified to. I will be 
glad to bring my staff and have them go over it. 

Mr. Passman. Was it supported by information submitted by your 
Department ? 

Mr. Hotuister. It was supported by information submitted by my 
Department, the Bureau of the Budget, and, on the military side, by 
the Department of Defense. 

Mr. Passman. You have answered the question now. That is ex- 
actly what I wanted to know. There was supporting evidence given 
by your Department and the Department of Defense and other ugen- 
cles involved that was the basis for the estimate of $4.4 billion. 

Mr. Hotutstrer. How else could it be arrived at ? 

Mr. Passman. I thought you said I would have to ask the Presi- 
dent. 

Mr. Howtisrer. You asked me on what the President based his 
conclusions, and T said I assumed it was on a recommendation made 
by the Bureau of the Budget. Now you have asked whether we sub- 
mitted supporting data to the Director of the Budget from which 
he reached his conclusion as to what a proper budget request would 
be, and I said of course. 

Mr. Passman, Allright, Mr. Hollister. 

We shall talk about past programs if we must, because certainly we 
are trying to get information so that this committee can act intelli- 
gently. There has been a lot of friction since the beginning. 

Mr. Houuister. I hope if there has been any friction it has not been 
my fault or that of my shop. 

Mr. Passman. Let me change that and say there has been a lot of 
misunderstanding. 

For fiscal vears 1956 and 1957, the total figure arrived at was $868 
million below even what the other body had approved, and there is 
agreement that no serious damage has been done. 

Mr. Horuister. I think you understand that I am not a specialist 
on the military side of this. While I sit and hear the discussions, 
Tam not familiar in detail with the military picture. 





11 


APPROPRIATIONS AND EXPENDITURES SINCE INCEPTION OF PROGRAM 


Mr. Passman. May I state for the record—I think these are the 
correct figures—the total appropriation for the program from its in- 
ception through January 31, 1957, amounted to $45,596,558.651. The 
obligations against that amount have been $40,021,326,581. Unobli- 
gated as of January 31, 1957, is $5,575,232,070. 


UNOBLIGATED AND UNRESERVED FUNDS 


May I ask what amount of the latter figure are you privileged to 
obligate and what part have you lost on account of its not being obli- 
gated within the time limit ? 

Mr. Hotsister. Mr. Chairman, you have me a little lost. May I 
ask where you get those figures ? 

Mr. PassMAN. Yes. I get them from this mutual-security program, 
status of funds, January 31, 1957. 

Mr. Hotuister. What is the last figure ? 

Mr. Passman. $5,575,232,070. That would be the unobligated funds 
as of January 31,1957. You have lost certain of those funds because 
the time limit expired. I was asking what part of this money do you 
have available for obligation and/or reservation ? 

Mr. Taper. As of this date? 

Mr. Passman. No;as of January 31. 

Mr. Howett. Part of that is reserved for military assistance. 

Mr. Passman. Would I be correct in stating that obligations out- 
standing as of January 31, 1957, amount to $2,758,397,211? 

Mr. Howe tt. I believe that is right. 

Mr. Passman. Leaving unobligated and unreserved $2,816,834,859 ? 

Mr. Howe xu. I do not recognize that figure. 

Mr. Passman. I am mereiy subtracting your obligated amount to 
arrive at unobligated and unreserved amounts. What part of that 
figure, if any, have you lost on account of the time limitation ? 

Mr. Howe tu. The $2.816 billion ? 

Mr. Hotuister. I do not have that figure. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. According to these figures, as of January 31, you 
had cash unobligated and unreserved in the amount of $2,816,834,859: 

Mr. Hower. I do not find that figure. 

Mr. Passman. I am merely subtracting. 

Mr. Hotutster. Our figure is $2,719.6 million. 

Mr. PassmaAn. Based on those figures, if they are accurate, then we 
will take the new money for 1957, $3,766,570,000 ? 

Mr. Horuister. That is correct. 

Mr. Passman. Then the unobligated carryover of $240,800,000. 

Mr. Howern. The carryover this year ? 

Mr. Passman. No, last year when Congress appropriated money for 
1957, you received new money in the amount of $3,766,570,000. Then 
you had unobligated money which Congress permitted to be carried 
over in the amount of $240,800,000. 

Mr. Hotxisrer. We can check that. 

Mr. Howett. I have $195.5 million on the military account. 
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Mr. Passman. I am talking about the total amount. That would 
give you total new money in the 1957 appropriation bill of $4,007,- 
370,000. 

Mr. Howusrer. New money? No. 


RATE OF OBLIGATION OF FUNDS 


Mr. Passman. If you subtract from that your unobligated funds 
as of January 31, in the amount of $2,816,834,859, it means you have 
obligated and/or reserved during the first 7 months of 1957 $1,190,- 
535,141, or an average of $170 million per month. 

The question I want to ask is this: If the obligations for the next 
5 months of fiscal 1957 average the same as they did during the first 
7 months of fiscal 1957, then you can only obligate $850 million of 
the unobligated funds if the ratio remains the same. 

Mr. Housrer. Are you talking about the military or economic? 

Mr. Passman. I am taking the total figures. 

Mr. Houuisrer. I am not sure your figures are correct. We would 
like to verify them. 

Mr. Passman. Please verify them. I am taking them from the 
record, using your statement to the effect you had available $5,575,- 
232,070. If that be true, I am sure our figures are going to coincide 
when we finish. 

Mr. Hoxutstrer. I am sure they will. 

Mr. PassmAn. It simply means that when you have finished obligat- 
ing and reserving for fiscal 1957, based on the first 7 months, you will 
have obligated only 2,040 million. 

Mr. Hotiisrer. What you are pointing out is that if the obligating 
that has been done in the past 7 months were carried out at the same 
rate in the remaining 5 months, some of the money appropriated would 
not be obligated ? 


GREATER RATE OF OBLIGATIONS IN LAST HALF OF FISCAL YEAR 


Mr. Passman. Let me put it this way. There would be almost half 
of the money appropriated last year that would not be obligated. 
You would have unobligated almost half of the appropriation for 
this year, or, using the figures, it would be $1,967,370,000. 

Mr. Hotuister. Would you like an explanation of why that hap- 
pens ? 

Mr. Passman. Yes; I think I will get to that a little later. 

Mr. Hoxuister. There is a very definite explanation I would like 
to make. 

Mr. Passman. The purpose of these preliminary hearings is, to 
clear up these things which are so confusing to us. 

Mr. Hottister. It is an essential part of the picture which I am 
glad to discuss with you. I will discuss only the economic side, and 
not the military side, because their machinery for obligating and 
reserving, while I have a general idea of it, is not under my control. 
The machinery under which we operate is my responsibility. If the 
machinery does not operate properly, I am the person to blame to 
= extent I have discretion and am not governed by restrictions of 
aw. 
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It is almost impossible to do any obligating in the first few months 
of the fiscal year. In the first place, you cannot obligate a cent until 
it is appropriated, and the appropriation was not completed last. year 
until the end of July. That meant a complete month in which no 
obligating could be done. 

Also, until we are aware of what money we are able to have, it is 
almost impossible to make the kind of agreements and to carry on 
the kind of negotiating that has to be done with the various coun- 
tries with which we do business. It is true that if it is a commodity 
program, a program for selling certain commodities to a country 
which in turn are sold there for local currency which is used for one 
purpose or another, it can be put into effect fairly rapidly. How- 
ever, the so-called project type of program which requires detailed 
study, and which f am sure the Soampute would not want me to 
rush into until I was sure I was making the right kind of deal, 
cannot be gone into very fast. 

Also, the countries where the great part of the money is spent are 
halfway around the world, which means considerable time is lost in 
the ileet of letters, because obviously you cannot do everything 
by cable. You are dealing with countries where, in many cases, the 
machinery of government is inadequate, to say the least. 

So it is the hardest thing in the world to get the obligating done 
as early as we would like. The obligating does not get under way 
until the turn of the year; and if we tried to get it done before the 
turn of the year, we would be doing a slipshod job. 

Mr. Passman. Is that applicable to the whole program ? 

Mr. Houuisrsr. I do not suppose you heard what I said. 

Mr. Passman. Yes; I was listening and I heard what you said. 

Mr. Hoxuisrrr. I was making a distinction between a commodity- 
type program and a project-type program. A commodity-type pro- 
gram can be put into operation more quickly than a project-type 
program. As we review our programs in the countries, we try to 
get more and more away from the commodity-type programs and try 
to back projects that are basically sound for the country. The more 
we go to the project side, the longer the study has to be in order 
that we do not waste the taxpayers’ money. That means the obligating 
phase of our work has to be done largely in the second half of the 
year; and one of the most difficult things I have to do is to try to 
get the obligating done and get it done adequately and properly and 
still meet the requirements that you gentlemen have put on our various 
orders to the effect we cannot obligate more than 20 percent in the last 
2 months of the year. I think that is a most unfortunate part of the 
law. It results either in a rush to do things which sometimes results 
in their being done—I will not say carelessly, but without a full study ; 
or a confession that Congress voted too much for the purpose. 

Mr. Passman. Does that apply only to the mutual security bill or 
all money bills? 

Mr. Howuister. Particularly to mutual security. It is not very 
hard to explain to the public at large the running of the Treasury 
Department or Post Office Department or any of these other depart- 
ments where they need a certain number of people for certain opera- 
tions. That is a relatively simple matter. But do not forget we 
are dealing in these complicated problems all over the world. The 
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problems of one country alone are enough to keep a number of 

eople busy. The programing we may go into with the best of good 

aith might look differently 6 months later. For example, who could 
have foreseen the Middle East crisis? Here we are planning for 
activities around the world, and when the time comes to obligate 
the money for the next fiscal year, the whole world may have changed. 
That means that unless we study the situation pretty carefully, we 
are not going to put the taxpayers’ money to the uses it ought to be put. 

Mr. Passman. Then, too, do not you have to contend with a mission 
in every one of these countries? You have a mission handling point 
4, and the military mission, and each of these missions builds up a 
case which is hard to break through ? 

Mr. Hortzister. Mr. Chairman, I wish I could tell you how difficult 
it is. I suppose I am the most unpopular man in the Government be- 
cause I continue to say “No.” Enthusiastic ambassadors and people 
in our own organization feel, and perhaps with some justification, 
that the country they work in is the most important one in the world. 

Mr. Passman. I have been exposed to that often. 

Mr. Hottrsrer. I am in the position of having to decide on relative 
priority. 

Mr. Passman. I went into 19 countries in 1955 and each mission 
convinced me that the country in which it operated was the most 
important. Off the record. 

(Discussion off the record.) 

Mr. Passman. I am reading from Public Law 658 of the 84th Con- 


gress: 

Mutual security programs, $200 million, to be expended in accord with pro- 
visions of law applicable to such programs during the fiscal year 1956 and at a 
rate for any individual program not in excess of the current rate therefor: 
Provided, That administrative expenses for such programs shall not exceed the 
current rate. 

That law was approved July 3, 1956. Would not that to a large 
extent alleviate the conditions you referred to? 

Mr. Hoxuister. What is that ? 

Mr. Passman. Public Law 658, a continuing resolution approved 
July 3, 1956, which would give you authority to obligate certain 
funds. 

Mr. Hotuister. Yes; that is right. 

Mr. Saccio. It must be pointed out that we do not go into any new 
programs or any large-scale obligations during that period because 
we do not feel we have basic authority until the appropriation bill 
is passed. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. I should like to state for the record that we have in- 
vited Mr. Eric Johnston, Chairman of the International Develop- 
ment Advisory Board; and also Mr. Benjamin F. Fairless, Co- 
ordinator of the President’s Citizen Advisers on the Mutual Security 
Program, to appear before the committee and give us the benefit of 
the views and experiences they have gained. in traveling in the 
countries which are recipients of these programs. 

Mr. Mixture. Are the dates fixed when they will appear? 

Mr. Passman. I might say we invited them, if they could appear, 
during the week of April 8. I think it is important that when we 
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finally calm the sea and get still in the boat that we have hearings 
often on this program and get this information, piecemeal though it 
may be, so that when we finally get an authorization bill the commit- 
tee will have some knowledge of what is going on rather than trying 
to rush the hearings through in June or early July. 

Off the record. 

(Discussion off the record.) 


AUTHORITY TO RESERVE FUNDS 


Mr. Passman. The mutual security appropriation bill carries a 
rovision that you may obligate funds and you may also reserve funds. 
f think it is the only money bill which provides that funds which 
cannot be obligated can be reserved ; is that true ? 
Mr. Ho .uisrer. I do not know if that is the only bill, but the reserv- 
ing is only on the military side. Wedonot reserve. 


DIFFERENCE BETWEEN AN OBLIGATION AND A RESERVATION 


Mr. Passman. I am discussing the overall program. Will you 
explain to the committee the difference between an obligation and a 
reservation ? 

Mr. Hotutsrer. I believe you had better get a definition from the 
military, because we do not use reservations. The way I understand 
it, an obligation is something which is in the nature of a binding 
commitment. A reservation is an arrangement which is interservice, 
where the military assistance program informs 1 of the 3 services that 
they want earmarked a certain number of items which the services 
have or willhave. Isthat the correct definition ? 

Mr. Saccto. As I understand it. 

Mr. Passman. In other words, a reservation is something that has 
not been firmed up and may or may not develop into an obligation ¢ 

Mr. Horxisrer. I think it would be better to ask the military be- 
cause we do not use that process. Rather than going out and ordering 
something themselves from a supplier, the military assistance side of 
the program orders it from one of the services and it is earmarked for 
delivery later. 

Mr. Passman. You are the Director of the program and as such are 
informed as to the military requirements? You are the Director of the 
overall program ? 

Mr. Houutster. I am the Director of the International Cooperation 
Administration. I have no operating authority over the military side 
of the program, the so-called military assistance. I am the coordi- 
nator and I must give program approval to all their programs. 

Mr. Passman. You are the coordinator and Director? 

Mr. Hotuister. Yes; but I have very distinct limits to my authority. 
I have no authority over the internal financial arrangements. Pro- 
gram approval has to come to me finally, but that is from the point 
of view of coordination and not settling what goes to a particular 
country in detail. 
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DATE OF HEARINGS ON AUTHORIZATION AND APPROPRIATION BILLS 


Mr. Passman. We hope you can submit this information to us 
at this time; but, if you cannot, please prepare for the record, first, a 
table showing the dates on which hearings were begun and ended on 
authorizations each year since the inception of the program. 

Mr. Hoxuister. At the inception of the program, if you are planning 
to go back to the first time any foreign aid, so-called, was given, there 
were entirely different procedures and different hearings. 

Mr. Passman. Limited to what is contained in your status of funds 
report, if your Department could ascertain and commit to writing that 
the program had cost $45 billion since its inception, at least you should 
be able to go back to the same laws from which you picked these figures 
and tell us when the authorization bills were passed by the two branches 
of Congress and when the hearings were begun and ended on the 
gn aco and the same thing with respect to the appropriation 

ills. 

Mr. Horutster. All I am trying to point out is, I suppose, the so- 
called point 4 program is in the State Department appropriation. 

Mr. Passman. But you had to put these figures together. You had 
to coordinate them. You go to the same source of information. 

Mr. Hotutster. Will you let me finish, Mr. Chairman ? 

It is true you get a lot of figures together by pulling them out of dif- 
ferent places. All I am trying to say is point 4, which we call technical 
assistance, at one time was a part of the State Department. 

It went through the whole State Department appropriation. If you 
would like to have us give you the figures when the State Department 
appropriation bill was first introduced, the authorizing bill, and the 
appropriation bill, we will give you those. 

Remember, it will be rather piecemeal. If you want to talk about the 
time since it was consolidated, that is only the last 3 or 4 years. 

Mr. Passman. I believe, Mr. Hollister, possibly members of your 
staff have knowledge of what bills are labeled “Mutual security” and 
are foreign aid bills, and when the program started. 

The information we want, is the dates on which the authorizing leg- 
islation was presented to the Foreign Affairs Committee, when the bill 
was adopted, when it went to the other body, when it finally became 
law, and when you presented your request to the Appropriations Com- 
mittee, dealing with the very bills that I am referring to. 

Mr. Hotzrister. We will do the very best we can. 

Mr. PassmMan. I know you will. 

Mr. Hortisrer. You understand the limitations on us. 

Mr. Passman. Certainly. If you would make that information as 
complete as the figures we have here, the committee will be satisfied. 

_ Will you furnish a table showing the date the appropriations hear- 
ings began and ended each year since inception of the program—the 
same as the authorizations I referred to a moment ago ? 

(The information is as follows :) 
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DEOBLIGATION OF FISCAL YEAR 1957 FUNDS 


Mr. Passman. I think I should repeat this, because it became some- 
what confused on my part: Furnish—by the month, the military, eco- 
nomic, point 4—all programs under your supervision, the amount 
of the deobligations by month for the first 7 months of this fiseal 
year; and the amount of reservations that would, say, be unreserved 
for the same period and the totals. 

Mr. Howe. The reservations ? 

Mr. Passman. Yes. Put them in two separate categories. 

Mr. Howeutw. Monthly, Mr. Chairman ? 

Mr. Passman, Yes, monthly and total. 

(The following information was supplied for the record :) 


Deobligations from military assistance appropriations—July 1956—January 1957, 
netted against upward adjustments 
Upward adjustment 


Month: or deobligation 
a es $+837, 952 
IN terete aca cx tereremes nynroanctgdantnatornredceedtieigntemiadaaeineideen nieces 2, 200, 341 
Ie Ss CRA LS OCT Os cescesseriniieanas enadaibiiaie anipa casi caemcbaitin (8, 340, 048) 
mgs SL SED Oli, tid Bh A ES ies Je (7, 221, 666) 
Pewter. -nadcole.wetiol onside io) (2, 427, 986) 
I Ga ccnattmentnthntguhet gel hit teen tht ruttdailak tina ts Miekk Erkaaie det (3, 712, 437) 
IDE sicntarres <acan gs We teeccgenas snare sbcrepstelosguabdaiaik in eae oeepatat eager ata (1, 072, 599) 
Net’ totelu oc LLG Ta Si eee FA okie (19, 736, 443) 


+Upward adjustments. 
( ) Deobligations. 


There were no dereservations during this period. 


Deobligations from ICA appropriations 


Month: Deobligations 
PUNT iil oles loiherhcininathonnusemnipamentheiegeitbiebtenceel drwshebe’ $178, 630 
llc ME acarta allah ieee Mei i Nite ___ 1,452,233 
Sc ceracecheantes ccomns-sremersccmaine atateesaeiemiacmtaeaaiaaaetanaientectnenc aN 3, 381, 966 
eteree LUGS Os eee i lt De Ae Sh T eanbihs 5, 204, 943 
Newewmtervioois.igius ciel elves tol gee el 4, 318, 707 
EPCOT cee ce sist civic indies bits Seempiaeenip eilataage Deemeniemannnein. anaes 4, 027, 313 
a in I A ae en a 13, 429, 725 

wee 2.2L. 202.4 oe LO i eo ire 31, 993, 517 


LEAD TIME REQUIRED FOR MILITARY EQUIPMENT 


Would you also furnish for the record the lead time on all military 
equipment? I do not think that is restricted information. You may 
furnish it off the record for the benefit of the committee. We would 
like the lead time on tanks, airplanes, and hardware. 

Mr. Hotuister. Mr. Chairman, I believe that should be presented 
to the military people. If you want us to ask them for it, we will. 

Mr. Passman. As you have to coordinate the program and you 
have to firm up the figures, and since you have to go down to the 
total figure, let me direct my questions, and if you will, you ask the 
others to answer the questions. Can that we worked out? 

Mr. Hotuister. We will, of course, ask them for it. 

Mr. Passman. As a coordinator and director, we feel 

Mr. Hotutster. As coordinator, I have nothing to do with lead time 
on a tank. 
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Mr. Passman. You would like to obtain the lead time for your own 
information, since you have to firm this up and present it to the 
Director of the Budget. It is interesting to me. 

Mr. Hottzister. It is not my problem. I will get it for you. 

Mr. Howe. What are the three items? 

Mr. Passman. Everything that goes into this program. I would 
not want you to get down to castor oil or paregoric. I want to find 
out the average lead time and to be specific on airplanes, tanks, and 
hardware. 

Mr. Saccro. May we have the privilege of checking back with you? 

Mr. Passman. Certainly. 

Mr. Houuister. You can get thousands of categories. 

Mr. Passman. Let us consider the main things I mentioned. They 
may cover possibly 90 percent of the total program. If you take 
heavy hardware, ammunition, tanks, airplanes—doesn’t that cover a 
large part of the military ? 


PROGRAMS PROPOSED UNDER THE MIDDLE EAST RESOLUTION 


Have you started any program in the Middle East in connection 
with the authority contained in the resolution adopted by the Con- 

ss this year, giving the President authority to spend $200 million 
in the Middle East? 

Mr, Hotuister. Have we started any program ? 

Mr. Passman. Yes. 

Mr. Houuister. In the way of beginning to operate? No, sir. 

Mr. Passman. Against the $200 million, have you had any recom- 
mendations for the programs? 

Mr. Hotiister. We have had a number. 

Mr. Passman. The question has been asked, and I shall ask the 
question again—we shall certainly not name the nation—have you had 
requests for funds, we shall say, for flood-control projects in any coun- 
tries in the Middle East, for maybe irrigation, rural electrification, or 
low-cost housing programs? 

Mr. Hotxister. Wait a second, Mr. Chairman. Do you mean has 
Ambassador Richards wired in any approvals? I do not quite un- 
derstand. 

Mr. Passman. Let me put the question this way. 

Mr. Hotutster. I do not understand your question, I am afraid. 

Mr. Passman. In regard to the resolution passed by the Congress 
early this year giving the President authority to spend $200 million 
in the Middle East any way he saw fit, do you know whether or not 
there has been any recommendation to initiate programs against any 
part of the $200 million in any of the countries of the Middle East? 

Mr. Horxisrer. There has been. 

Mr. Passman. Did any of the recommendations include funds for 
flood control projects, irrigation, rural electrification, or low-cost 
housing programs ? 

Mr. Hourister. I would have to check that. I think there were 
some of those items. I sent the committee a full report just the other 
day, which I think you probably have. 

Mr. PassMAN. Yes; I am not going to name countries. You might 
want to be specific on that answer. I think that is your letter [indi- 
cating]. 








21 


Mr. Houuster. This is not an executive session, is it? 

Mr. PassmAn. This is an executive session. 

Mr. Ho.tzister. Then you are referring to the Lebanon situation. 

Mr. Passman. No; I would rather leave out the name of the coun- 

7s I shall not at any time during the hearings involve our foreign 
affairs by mentioning countries. 

Mr. Horszister. Do you want me to repeat what I wrote Chairman 
Cannon ? 

Mr. Passman. Not necessarily. I merely asked the question. 
Could not your answer be yes ? 

Mr. Hoiuister. Yes; low-cost housing; that is correct. 

Mr. Passman. Flood control ? 

Mr. Hoxuisrer. Yes. 

Mr. Passman. Irrigation ? 

Mr. Houuister. I cannot remember the details. 

Mr. Passman. Irrigation ¢ 

Mr. Houuister. Yes. 

Mr. Passman. Rural electrification ? 

Mr. Hotxisrer. That is correct. 

Mr. Passman, All right, thank you, Mr. Hollister. 

Mr. Hotuister. Let me say that none of this is detailed as yet. It 
is the general suggestion of Ambassador Richards that this kind of 
program be approved. 

Mr. PassMaNn. In one or more of the Middle Eastern countries? 

Mr. Hotutster. That is correct. 


ASWAN DAM 


Mr. PassMANn. May we ask this question: Have you had any recom- 
mendations to start the Aswan Dam or any funds for that project? 

Mr. Hoxuisrer. Not at all. He has not been to Egypt yet. I do 
not know whether he is going. 


FUNDS FOR CLEARANCE OF SUEZ CANAL 


Mr. Passman. If it is not restricted, how much money did we spend 
out of this program for cleaning up the Suez Canal in Egypt? 

Mr. Hotuister. I do not think it is restricted, but I would like to 
check it. We advanced $5 million for that purpose to the Secretary 
General of the U. N. 

Mr. Passman. Did any of the other nations contribute toward it? 

Mr. Houuisrer. Yes; the last I heard there were several million 
additional. I could get those figures for you up to date. I have not 
checked on it for the last month or so. I think Norway gave some— 
perhaps Holland—but I am not entirely sure. 

As I say, I do not know whether that is restricted or not. 

Mr. Saccio. It was announced after. 

Mr. Hotsister. We announced it, but I do not know whether the 
other countries have announced it. I would like to keep the figures 
restricted or take it out of the record. 
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(The following information was supplied for the record :) 


ADVANCE OF FUNDS TO THE UNITED NATIONS FOR CLEARANCE OF THE SUEZ CANAL 


The United States and 10 other countries pledged contributions for the clear- 
ance of the Suez Canal as follows: 


ee ee Sr ie eh cee he gooey US$5, 000, 000 
i Nii cialis Non il sn dil nsnentanenaspicbegpes Bycle mia YP eh atibedeleemee tite Can$1, 000, 000 
I eke ca ei A Eee sd tienen omieeiuree US$1, 000, 000 
oo cenelhnanctanenmieasmneuennsh ivchoeienin US$1, 000, 000 
Ce ne eg en atten inte esi winriomi aces US$1, 000, 000 
hs ree a a a eS a ed ee chia, US$500, 000 
I a il oo a ce csc ain especie penta rm ahi US$500, 000 
a i Is ete US$4, 000 
Neen eo apa os eavasparihiptcieaetaielta ieiwewtminsmehep E£1, 300 
Ee ak ES SCR oe eR Ce ey NO Ue A ee SKr4, 000, 000 
aig Str ed ict LULU re hk US$400, 000 


Total pledges amounted to the equivalent of approximately US$11,250,000. 
Of this amount, all but $400,000 has been actually advanced to the United Nations. 


Mr. Passman. There are certain differences in your reported ex- 
penditures for the first 7 months for fiscal 1957 and those listed in the 
Treasury statement. In your status-of-funds report for January 31, 
1957, net expenditures on funds amounted to $1,988,782,303, whereas 
the Treasury figures indicate the expenditures for that same period in 
the amount of $1,891,588,888.70. Would you explain the difference? 

Mr. Hotutster. I do not know. My guess might be that—— 

Mr. PassMAn. We are dealing with actual expenditures, as certified 
by your agency, and yet the Treasury statement differs from what you 
say you had actually expended. 

Mr. Houttster. Were some carried over? 

Mr. Howe tu. I would think—TI cannot say categorically—but there 
may be things which show on our accounts that we have written a 
check and the check was not cleared. 

Mr. Passman. That would still fall in obligations? 

Mr. Howey. No. We wrote a check and mailed it out. 

Mr. Passman. It is not posted on Treasury records? 

Mr. Howe. That is right. I cannot categorically say that is the 
explanation. I think it is. 

Mr. Houitster. Do you want us to try to clear that up? 

Mr. Passman. I think possibly you would like to clear it up, because 
that question will be used, and we are certainly going to have to have 
the information. 

Mr. Howe. There is normally some little difference. 

Mr. PassMAn. It is very close. I think we should. 

Mr. Hornisrer. Probably a timelag. 

(The following information was submitted for the record :) 

The following information is offered to explain differences in figures appear- 
ing under heading “Mutual Security” in the monthly Treasury statement of 
January 31, 1957, the daily statement of the United States Treasury, dated 
February 1, 1957, and expenditures as reported in the ICA status-of-funds report 
as of January 31,1957. The figure quoted by Mr. Passman as being the Treasury 
expenditure on January 31, 1957, is $1,891,588,888.30. This figure appears in the 
daily statement of the United States Treasury as of February 1, which represents 
actual cash withdrawals, whereas the copy of the Treasury monthly statement 
on page 3 shows an expenditure of $2,001,415,790, which is on a checks-issued 
basis. The quoted figure of $1,988,782,303 as an expenditure in the ICA status- 
of-funds report is also on a checks-issued basis and not on a cash-withdrawal 
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basis. Summing up the figures in the Treasury report and those figures of ICA, 
both of which are on a checks-issued basis, reveals the following: 


[In millions of dollars} 


Monthly Treasury statement of Jan. 31, 1957_--__-____-~_- eee 
ICA status-of-funds report of Jan. 31, 1957_- a ee 
BONO ibis innteninem edith bitin Sb aE nen nos staal 12.6 


The difference of $12.6 million results principally from the fact that certain 
reports from outlying posts or participating agencies had not been received in 
the Washington office as of the date of the reporting period. 

One further observation reveals that the expenditures as reflected in the 
monthly Treasury statement dated January 31, 1957 (on a checks-issued basis), 
for fiscal year 1957 as compared to fiscal year 1956, for a corresponding period of 
time of 7 months, shows an increase for 1957 over 1956, as follows: 


[In millions of dollars] 


oem Gl, doen meee) year 1008s excicsrincnieivass i... __ $2,001. 4 
Jan. 81, 1056, fiscal year 1956_.........._.___ a kee 1, 800. 3 





Increase in fiscal year 1957 over fiscal year 1956____ 
EXPENDITURE HISTORY OF FOREIGN AID PROGRAMS 


Mr. Passman. Will you furnish for the committee expenditure his- 
tory of mutual security and forerunner programs, for the inception of 
this program, as outlined in your mutual security status-of-funds re- 
port as of January 31, 1957? Insert on this blank sheet, the form I 
made up, the programs covering the totals mentioned on page 1 of your 
report. 

r. Hotxister. You would like a breakdown of that $45 billion ? 

Mr. Passman. If you will. 

Mr. Hotuistrer. We will do the best we can on that. 

Mr. Passman. It will be the same figure that you have here; is that 
correct ? 

Mr. Howe x. That is correct. 
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(The information is as follows :) 


Expenditure history—mutual security and forerunner programs, 1948-57 





{In millions of dollars] 



































Fiscal year Program titles Funds avail- 
able 
948-1949 (15 months) ___.____- einod te European recovery program, Chins 6, 386. 8 
area aid program. 
eee, MND nos CR Ss. a ls ls 6, 386. 8 
1950...... aR European recovery program, China tote 3, 85 59.1 
area aid program. 
Mutual defense assistance program 1,314.1 
Total, 1950 a a a cele ecm msiahen became 5, 17. 3. 2 
ects badciees .....| European recovery program, China , 2, 136. 0 
area aid program. 
Mutual defense assistance program 5, 223. 4 
Total, 1951 7, 350. 4 
Medison itcinrnpalvalipanncingahs onset Mutual security program: ek LOM 
Military assistance... 5, 267.2 
Other assistance 2,015.1 
I Sane a Eo de cies 7, 282.3 
WE... 65 cc la oe seb tiass Mutual security program: aur 
Military assistance 4,097.8 
Other assistance 1,914.1 
NN ee aera nkauncernon 6, ott. 9 
Ti icnigten cintssthatics daleiamnisiietiepnis inked Mutual security program: vate Sal 
Military assistance...............- 3, 219. 4 
Other assistance................-.. 1, 504. 5 
ini nich tenndnddeastbaacipbiinse dbbcds bdhdde duieddcwitic durian 4 4, 723.9 
iinet adie ateaabintindtinen cceowrvets ears Mutual security program: The 
assistance.............-.- 879.3 
Direct forces support.............- 70.0 
Other assistance..................- 1, 855. 2 
hind digedigasinibpehiowetabannh iabdnegaawtadgddinonzens 2, 804. 5 
PE ditanpliticnabadieniweihvennsndal Mutual security program: mL tT 
SE tiiceccnkacckecun 713. 2 
Direct forces support.............. 311. 2 
Other assistance.........- padlavuless 1, 687.5 
I os i aman onswade 2, 711.9 
EE ne Mutual security program: 7 as 
Military assistance................ 2,017.5 
Other assistance................... 1, 749. 1 
I ceiiiiebassconnsonenten 3, 766. 6 
nN Bd ac wenivamekddeabeossoocn ~ 46, 220.5. 
(1957 estimated). 
rr ee Or I  Fioii oin coc ccetcencccccnsccccccconcous | —727.8 
turn to Treasury (also includes re- 
imbursement of $4.8). | 
a i imei | 45, 492.7 


EFFECT OF HOUSE REDUCTIONS 


Mr. Passman. We discussed the unobligated funds. 


IN MUTUAL SECURITY 








Expendi- 
tures 


4, 549.6 


4, 549. .6 


3, 437.2 
51.5 














PROGRAM ESTIMATES 


I think this is 


significant, in that we were told last year that we were ruining the 
program by the reductions made in the House, and we were told the 
same thing the preceding year, that we would just absolutely ruin 
the program by reducing the aggregate of $866 million for the 2 years. 

On the other hand, with money available , we notice in the Treasury 
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statement where every other agency of Government had increased their 
expenditures for fiscal year 1957 with the exception of the mutual secu- 
rity program, expenditures for which some $500 million less than 
in the preceding year, referring, of course, to the first 7 months of 
1957. 

Would you like to reconcile those figures? Evidently we did not 
damage the program in making those reductions. 

Do you agree to that statement being a correct one ? 

Mr. Hotiisrer. Which statement, Mr. Chairman ? 

Mr. Passman. That we did not cripple the program by making rea- 
sonable reductions in the 2 preceding years. 

Mr. Houuisrer. You did not cripple the economic side of this pro- 
gram which I administered. 

Mr. Passman. How about the military ? 

Mr. Hotzister. I would not want to comment on that. 

Mr. Passman. Would you like to comment on that? 

Mr. Hoxuisrer. That is not Mr. Saccio’s province. 

Mr. Passman. All right, sir. We shall ask that question of the mili- 
tary, but you had observed, of course, that your actual expenditures 
had been half a billion dollars less during the first 7 months of 1957 
as compared with the same period, fiscal 1956. 

Mr. Houttasrer. You are taking the whole program? 

Mr. Passman. Yes. I am taking the whole program. I do not 
know how to conduct the hearings otherwise. If we have to ask the 
questions more than one time, we will just do so. We are using 
overall total figures. 

There are red figures there. Would you like to comment on that? 
You had money available, you understand, for these programs that 
we were told last year and the year before we were greatly damag- 
ing. Yet, with all of this large sum available, you spent a half billion 
less than you did the preceding 7 months. 

Mr. Hotiister. I want to point out, Mr. Chairman, when you say 
“von” 

‘Mr. Passman. I refer to the FOA. 

Mr. Hotiisrer. I have no control whatsoever on military expendi- 
ture. That is all I want to point out. 

Mr. Passman. Of course, inasmuch as these funds have to clear 
through you, you coordinate it. I believe we are both vitally inter- 
ested in what military is doing, too. 

Mr. Hotiister. I am very much interested. 

Mr. Passman. As I ask these questions, we will come up with the 
answers. 

Mr. Hotuistrer. I want to get the record clear. I have no control 
over expenditures for military assistance whatsoever. 

Mr. Passman. You do not question the accuracy of the Treasury 
statement, indicating the vast difference, do you? 

Mr. Howe tt. No. 

Mr. Passman. Of bills paid the first 7 months of fiscal 1956 as com- 
pared to bills paid the first 7 months of 1957 ? 

Mr. Ho.uister. We do not question any Treasury statements, Mr. 
Chairman. 

Mr. Passman. I have reference to a printed statement. 

Mr. Howetuz. I would not even question the Secretary’s statement. 

Mr. Passman. I understand your position there. 
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HARDY SUBCOMMITTEE REPORT ON IRAN 


Mr. Hollister, have you had an opportunity to read the Hardy 

report on Iran? 
fr. Hotuister. Ihave. I read it with great care, several times. 

Mr. Passman. Do you find it alarming as to what actually existed 
in that country in our foreign aid program ¢ 

Mr. Hotxisrrer. Well, that is a hard question to answer. I do not 
think the Hardy report was a completely fair one in that it did not 
take into enough consideration the extremely complicated and difficult 
political situation of the country at that time. 

I, of course, had absolutely nothing to do with that program. I do 
know that the country was hovering on the brink of going over to the 
Russians. The Russians had occupied part of the country. I do 
know today Iran is one of our stanchest supporters in the Baghdad 
pact—in the world, the United Nations, and other places. 

I believe that the program had some part, wt) a very substantial 
part, in keeping that country on our side of these world pressures. 
There were undoubtedly abuses, and in any program of this kind there 
are going to be abuses. 

The only thing any administrator can do in a complicated thing of 
this kind is to correct them when he finds them as quickly as he can. 

Mr. Passman. I had reference to what appeared to be unwise pro- 
grams, you understand; programs that were very expensive and not 
absolutely feasible. 

Mr. Hotuistrer. I would not want to pass on every individual pro- 
gram, without more study. I think there were some very proper 
criticisms in the report. I thought there were some rather unfair ones, 
and I have so told Mr. Hardy. That is about all I can say, unless you 
want to go into complete details. 

I am having the whole report studied from top to bottom and expect 
eventually to issue a statement on the subject. 

Mr. Passman. You think similar conditions exist in some of the 
other countries? 

Mr. Houuisrer. It depends entirely on what you mean by “similar 
conditions.” 

Mr. Passman. I mean starting projects that were not feasible, too 
expensive, and would not serve the purpose for which they were in- 
tended. That is exactly what I mean. 

Mr. Hoxtasrer. I think there have been projects started which 
were unwise. Some I have had to continue becanse the expenditure 
to date has been such that it is wiser to go ahead than to stop. Some 
I have refused to go ahead with. 

T am sure that some of the things that I am doing now will turn 
out several years from now, perhaps, to have been unwise. I know 
of no way in which we can conduct a program of this kind with the 
omniscient assurance that everything you are doing is wise, but I 
hope that we will be batting a fairly high percentage of wisdom in 
our activities. 

Mr. Passman. Mr. Hollister, have you had an opportunity to read 
a report in Readers Digest? There was a reprint mailed to all 


Members of Congress. 
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Mr. Hoxttaster. Which was that? 

Mr. Passman. This is by Mr. Van, Rensselaer. 

Mr. Houiisrer. Yes. I am quite familiar with that. It was a re- 
hash of the Hardy report. I am quite familiar with it. 1 know 
Mr. Van Rensselaer very well. I have worked with him on the Hoover 


Commission. I read it with great interest. 


Mr. Passman. I shall not ask you your opinion on that. 

Mr. Hoxsistrer. I am perfectly willing to comment on it. 

Mr. Passman. Would you like to comment on it? 

Mr. Hotxsrer., Yes. - [ think it is a very unfair presentation, tak- 
ing a few individual things there and here, and the chief criticism I 
make of the intimation is that things that happened 4 years ago are 
still going on, without the slightest documentation of it. 

I cannot go into things that happened before, but I would be dis- 
couraged if I were doing today many of the things that are criticized. 
I think the unfairness of an article of that kind—in fact, I think to 
some extent in the Hardy report—is the intimation that abuses that 
are 3 or 4 years old are those which are now carried on. 

It is part of the occupational hazard, I guess, that I take in trying 
to conduct these activities. 


NUMBER OF COUNTRIES THAT HAVE RECEIVED AID 


Mr. Passman. Mr. Hollister, I wonder if you could furnish for the 
record the total.mumber of nations, present and past, that received 
some type of so-called foreign aid, either military, econonne aid, or 
under the point 4 program ? 

That would include, of course, the members of the NATO nations 
which received very substantial aid. Would it be possible for you to 
do that? 

Mr. Hotuster. We could do that, Mr. Chairman, if you would 
allow me to make a suggestion that you put some kind of limit— 
I do not care what limit it is—on the amount involved. There are 
a few places where we send one man perhaps to give them some 
advice. For instance, we have paid the expense of sending a finan- 
cial adviser into the Union of Southern Rhodesia. 

IT do not know what it cost—$9,000 or $10,000. I think to list it as an 
aid recipient is hardly practicable. 

Mr. P dbicare: Let us speak of material things. I would not have 
reference to sending even a delegation. I am talking about actual aid, 
where you have a project started. 

Mr. Horuistrer. Can we not say a $50,000 or $100,000 limit ? 

Mr. Passman. No; I want to have aid. It may be you are teaching 
them to raise termites in a foreign country. 

Mr. Houuister. This is an aid program. We have sent this fellow 
to aid them in agreioping foreign investment. We think it is good 
for the country, and for our business, et cetera. All I am trying to 
get at is, we want to give you a complete statement, and yet. we do not 
want to mess up the record with a whole bunch of little odds and ends. 

Mr. Passman. In the past you have given us that information. 
Give it to us on the same basis as in the past. It means countries 
receiving foreign aid. Certainly sending an investigator in would 
not be foreign aid. Foreign aid would be some program that has been 
brought into being. 
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Mr. Hotiister. Any time we contribute to the cost of anybody going 
aang: itis foreign aid. That is my point. 

. Passman. By the same token, you could certainly say we have 
made a contribution to Russia recently because a lot of them have been 
into Russia. I certainly would not want to carry it that far. 

Mr. Hoxuister. We did not finance it. 
Mr. Howetu. Do you want that currently ? 
Mr. Passman. No, since the inception of the program, the recipients 
of the foreign aid program. 
fer 


(The following information was supplied for the record :) 
Countries Wuicu Recetvep ICA Arp IN Perrop Fiscat Year 1948 Tro Fiscan 
YEAR 1957 
FAR EAST 
Burma Indonesian Republic 

Cambodia Japan 
Laos Formerly Indochina Korea 
Vietnam Philippines 


China (Taiwan) Thailand 


NEAR EAST AND SOUTH ASIA 


Afghanistan Iran Nepal 
Ceylon Iraq Pakistan 
Egypt Israel Saudi Arabia 
Greece Jordan Turkey 
India Lebanon 
AFRICA 
Ethiopia Overseas territories: 
Ghana Belgium 
Liberia French 
Libya Italian 
Morocco Portuguese 
Tunisia United Kingdom 
EUROPE 
Austria Norway 
Belgium-Luxembourg Poland 
Denmark Portugal 
France Spain 
Germany (Federal Republic) Sweden 
Germany (West Berlin) Trieste 
Iceland United Kingdom 
Ireland Yugoslavia 
Italy Emergency assistance (Hungary) 
Netherlands Emergency assistance (East Germany) 


LATIN AMERICA 


Argentina El Salvador Uruguay 

Bolivia Guatemala Venezuela 

Brazil Haiti Overseas territories: 
Chile Honduras British Guiana 
Colombia Mexico British Hondoras 
Costa Rica Nicaragua Jamaica 

Cuba Panama Surinam 
Dominican Republic Paraguay 

Beuador Peru 


There are no members of the minority party present. Therefore, 
we will suspend hearings until 10 o’clock tomorrow morning. 





Wepnespay, Aprit 3, 1957. 


Mr. Passman. The committee will come to order. 

I should like to state, at the risk of being repetitious, it was my 
understanding that in the budget, on page 95, there is an item of 
$4,400 million listed for the foreign aid program, and I would like to 
ask Mr. Hollister if he knows of any plan at this time that would in- 
dicate that there will be a revised figure submitted to Congress call- 
ing for a lower amount than the $4,400 million now in the budget. 

Mr. Houuister. There is very active discussion of that problem 
today, Mr. Chairman. 

Mr. Passman. At the several levels? 

Mr. Hotuister. At the top level. 

Mr. Passman. At the top level. That is certainly encouraging. We 
hope when it comes down it will be substantially lower than the 
amount in the budget at this time. 


OBLIGATIONS, RESERVATIONS, AND DE-OBLIGATIONS OF MILITARY ASSIST- 
ANCE FUNDS, FISCAL YEARS 1956 AND 1957 


I see that we have Mr. Murphy with us this morning. I am won- 
dering if you could make available for the committee, Mr. Murphy, 
information regarding all reservations made of foreign-aid funds 
through the year 1956, by the month, and the amount of the obliga- 
tions by the month which were de-reserved ?¢ 

Mr. Hotuister. De-reserved ? 

Mr. Passman. De-reserved during that same period. For clarity, 
you had reservations. 

Mr. Houtisrer. You are referring to the military side of this, be- 
cause we do not do reserving at all. 

Mr. Passman. It is certainly military. You handle it all, do you 
Mr. Murphy? The figures are in your office? 

Mr. Murruy. Yes, sir. We consolidate reports. 

Mr. Passman. Give me the information for fiscal 1956 by the 
month, and what part of those reservations you de-reserved at sub- 
sequent dates. Give the committee, if you will, the amount of reser- 
vations thus far in 1957 and the amount of the 1957 reservations that 
you have de-reserved. 

If you will, furnish that same information on the obligations for 
the 2 fiscal years. 

ao Howutster. That is, what was de-obligated with respect to 
1956 ? 

Mr. Passman. Of the amount originally obligated. We shall not 
ask you to go back too far. 

r. Hotxister. And what was obligated in 1957? 

Mr. Passman. You have the reservations and the amount that was 
de-obligated and de-reserved, I understand. 

‘wees eet information be available, do you think, in possibly a day 
or two? 

Mr. Murrpny. I do not know just how long it will take, Mr. Chair- 
man. We certainly have the information. We will put it together 
as fast as we possibly can for you. 
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The former ‘information on reservations and de-reservations, of 
course, by month, will have to come from the military, and we will 
ask them for it right away. They do not, in making their reports 
for the mutual security program as a whole, break it out that way 
each month. They would report on a cumulative basis, which is net. 

Mr. Passman. In addition to that, will you have a column show- 
ing what the reserves are for, and if that is restricted, then, of course, 
the committee will treat it as such— whether it was planes, tanks, or 
whatever it may be. 

(The following information was subsequently supplied :) 


Military assistance \—Monthly obligations, sec. 108 reservations and adjustments 
fiscal year 1956 and 1st ? months of fiscal year 19. , 


apd an-tiajltai 























Net adjust- 
Obligations | ments to prior | Sec. 108 recer- Sec. 108 de- 
year unpaid vations reservations 
obligations 2 
Fiscal year 1956: 
Ie secon nn ei tite ond $85; B48, 826). o0. 2-25.22] e.. ‘ieee antes eee 
DEE WBin ca. 00 20a aiatliate ne ppt A icaidiataMieainicn ce te 
September 1055.............-..---.- 15, 176, 200 |....--.-- a eaphedibinnn newton 
ORONO... 55 oo isi 10, 191, 800 |_-.._-.--. Le wi aba keds 
ining Name nmesiniesin 62, 099, 810 |. on anna bs sl cial 
December 1955-__..-.......------- 35, 917, 313 ees 
Sambar? 1906 5c. noes s--5-.--<-2, SR OG, 700 4 onsen s--.548--6> biped srS~ « soivdbebes seis Cbb 
February 1956___-___- 5 ies 4 (95, 201, 662) $147, 168, 746 |_- 
Wipes WOR. 23... icc ss ce -| 6, 323, 313 Diliie Aekned 4. CR AS cud 
-—_— SE tis occscativsninsrors onsias-edilinaoina - OU SEE bn hewn veinint abe Beal. SIE Ladi evytancerers 
en lls Clmubinittiene cane 49, 347, 589 |_....- a Lake setess eta Bea Lk 
Ps co tectels cl comes 145, B06, F048 [ok ciiotswcewcns Seas bie bee gad, 
Total, fiscal year 1956_ .__...__.-- 386, 470, 245 |...-.....-.-..-- 462, 450, 170 }.........-- 
Fiscal year 1957: 
I Dis ct wan ovstntic wed anqunie 49, 841, 303 $837, 952 1,091, 645 |......_- 
DE ot cononadhcccanseneeue 27, 845, 181 EE Batis odare aceneocitewsanéwe ; 
September 1956 ical 42, 451, 124 (8, 340, 048)} __ oe JASE Bc 
October 1956__ .......-.-..-- 22, 045, 327 > « |e a 
November 1956__.........-- 31, 963, 940 (2, 427, 986)]_..._._- Ji tidscdes 
December 1956... -._- a 31, 647, 121 (3, 712, 437) 497, 734, 769 |.....-. 
Pe aie cts wine etree 34, 136, 914 (1, 072, 599) | 50, 874, 336 |....-. 
Total, first 7 months of fiscal year 
Beet io ssd lus Sbiiwonitehente 239, 930, 910 (19, 736, 443) 549, 700, 750 |_.-.-- Bevawd 
| 








(_) Indicates minus quantities. 

! Includes direct forces support in fiscal year 1956. 

2 During fiscal year 1956, adjustments to prior year unpaid obligations were not accounted for separately. 
All adjustments to prior year obligations were accounted for as adjustments to current year obligations. 
Starting with fiscal year 1957 arrangements were made to account separately for all adjustments, both 
inereases and decreases, to prior year unpaid obligations. As at January 31, 1957, there was a net total 
of $19,736,443 downward adjustments to prior year unpaid obligations, certified pursuant to section 1311 


of less than 1.09 percent. 
3 Negative amount resulted from adjustments for prior and current year obligations prior to Section 1311 


Certification. 
4 Negative amount resulted from transfer of Air Force obligations from an obligational status to a reser- 


vation status for materiel which had been obligated and paid for but was undelivered per sec. 108, Public 
Law 208, 84th Cong. 


MUTUAL SECURITY PROGRAM STATUS OF FUNDS 


Mr. Passman. Yesterday we were discussing the status of mutual 
security program funds as of January 31, 1957. Do you have your 
expenses for a later date than January 31? 

fr. Murruy. Yes, sir. 

Mr. Houuister. We have expenditures later than January 31? 

Mr. Murruy. Yes. 

Mr. Howuister. We probably have them through February. We 
probably would not have March yet. 
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Mr. Murruy. February expenditures were $107.2 million, on the 
nonmilitary side, We do not have expenditures for February on the 
military side as yet. 

Mr. Passman. How much is that ? 

Mr. Moreuy. $107.2 million during February. 

Mr. Passman. $107.2 million ? 

Mr. Murpuy. Yes. 

Mr. Passman. That is much higher than any other month during 
the year ¢ 

Mr. Murpuy. No, sir. It isnot. The expenditures have been run- 
ning sometimes as high as $130 million or $140 million. 

r. Passman. Your average obligation for the first 7 months was 
$170 million. That is military and economic, all parts of the program. 

Mr. Houuister. Let me point out, Mr. Chairman, that while expend- 
itures run fairly smooth, obligations do not. Obligations start early 
in the year and the curve goes up fast. 

Mr. Passman. I am speaking about obligations. Your average 
monthly obligations for the first 7 months was only $170 million. 

Mr. Hotuster. I tried to point out the average is no fair test because 
the curve has to go up. The first month of the year the obligation is 
zero; next month almost zero, because you cannot get the machinery 
underway for obligation. 

Expenditures run currently because you have the obligations for 
previous years that you are running off. Your obligation curve always 
has to be a big curve with a peak just before the end of April in order 
to try to beat the 10-month rule which, as I say, I think is a mistake. 
It isthe only way we can operate. 

Mr. Passman. One of the many reasons why we must have a good 
record on this, in fiscal 1956, if I remember correctly—possibly before 
your time with the program—it was necessary, so the handlers thought, 
to obligate 22 percent of the total annual appropriation in the last hour 
of the last day of the fiscal year. 

Inasmuch as there will be many questions asked about that on the 
floor, we should be able to answer those questions. We will need 
complete information about your program of reserving and dereserv- 
ing, obligating, and deobligating. I think you understand the reasons 
for it. 

Thatisall. Mr.Gary? 


PURPOSE OF HEARINGS 


Mr. Gary. Mr. Hollister, as I understand it, the reason for these 
hearings at this time is a situation which has bothered this committee 
for many years. 

When the committee was first created, I was asked to serve as its 
chairman, and did for a long period of time. I have had the privilege 
of serving continuously on the committee since it was first created. 

We have always had this difficulty: It has been deemed advisable 
and I am thoroughly in accord with the policy—that we should not 
authorize this program for more than 1 year at a time. 

The reason for that is, it gives the Congress an opportunity to review 
the program each year, and modify it as the Congress sees fit. How- 
ever there has always been a tendency to delay the presentation of the 
budget requests. 

93522—57——3 
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When those requests come in as late as April, it means that this com- 
mittee cannot act on an appropriation bill until after the authoriza- 
tions are finally determined. We have to appropriate on the basis of 
the authorizations. If we do not have the authorizations, we cannot 
make an appropriation. 

When you file your request in the latter part of March or April, it 
then has to go to the Foreign Affairs Committee for an authorization 
bill. That process usually takes several months, and consequently, this 
committee is faced with the problem, at the closing hours of the session, 
when everybody wants to get away, of having to rush through these 
appropriations, which should have very thorough consideration. 

It is a bad situation, and we have complained of it every year, and 
I certainly think that every effort ought to be made by the Department 
to present these requests in the future as early as they possibly can 
during the session, so that the committees of Congress will have ample 
opportunity to give them thorough study and handle them with proper 
deliberation. 

Mr. Houister. Would you care to have me comment on that? 

Mr. Gary. Yes, sir. I would be glad to have you comment on it. 

Mr. Hotuisrer. I am entirely sympathetic to what you say. I can 
see the difficulty you are in, and it is equally difficult for me and my 
whole organization. I know of no way, of course, in which the activi- 
ties of the Committee on Foreign Affairs could be speeded up, because 
that is entirely in their hands. 

The executive branch could, of course, speed things up by bringing 
the bill in earlier. I had hoped it would be done this year. I am 
personally very much disappointed it was not done. It was the con- 
sidered opinion, however, of the executive branch that we should give 
full consideration to all the different studies that were being made. 

It is unfortunate those studies were not in by October or November, 
in which event we could have taken advantage of them and been 
able to present our picture much earlier. 

That is the reason. I do not say it is an excuse. It is a reason. 
I am hopeful that we will get the bill in and be ready for our first 
hearings before the Foreign Affairs Committee before the end of 
April. 

This is about all I can promise. I see no reason at all why hearings 
before an appropriations committee, as soon as a bill is in, could not 
go forward concurrently with the hearings before an authorizing 
committee. Of course, the ideal way would be to have joint hearings, 
but I realize that has been discussed often in the past, and there are 
objections of machinery, jurisdiction, and all that kind of thing, 
which can well be raised. 

All I want to do is do everything I possibly can to expedite this 
business, which I am engaged in trying to handle. It helps me, it 
helps my whole organization, helps the Congress and helps the 
country. 

There can be no misunderstanding or disagreement on that. 

Mr. Gary. Of course, we have no control whatever over the For- 
eign Affairs Committee. 

Mr. Hottisrer. Neither have I. 
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Mr. Gary. Of either the Senate or the House. The point I make 
is, regardless of how many hearings we have, our committee cannot 
act finally on our bill until after the authorization bill has passed 
both the House ond the Senate. 

Mr. Hoxzisrer. I understand. You have to take final action. 

Mr. Gary. Because we have to base our appropriation on the au- 
thorizations, until we know what the authorization are going to be 
we cannot act. 

Mr. Hoxutsrer. I realize that, Mr. Gary. 

The hearings before the Appropriations Committees have been 
somewhat detailed with respect to areas, countries, regions, et cetera. 
It would seem to me that a certain amount of all that could be done 
before the final authorization is completed so that you would save 
that amount of time. 

Mr. Gary. In the past, we have usually commenced hearings after 
the Flouse completed its action on the bill. 

Mr. Hoxuistrer. I remember. 

Mr. Gary. That was done while the bill was in the Senate. Even 
then we have had difficulty, because we would summon witnesses to 
appear before us and they would have to go over to the Senate. It is 
difficult to conduct hearings on this bill before two committees at one 
time; because practically the same witnesses have to testify before 
both committees, 

Mr. Hoxuisrer. And the reason it is very difficult for my organiza- 
tion, too, I can assure you, because it ties up all of us at a time when 
we should be planning what we are going to do with the money the 
coming year. 2 

Mr. Gary. That is absolutely correct. That is the reason we have 
been insisting year after year—this is no new thing—that we get the 
budget requests earlier so we can start these hearings earlier and get 
them over with. This year we are even later than usual. 

Mr. Hoxtister. That is correct. 

Mr. Gary. It is my understanding the Foreign Affairs Committee 
does not contemplate any hearing until after the Easter recess. That 
is practically the 1st of May, and when we will get the bill nobody 
knows. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Passman. When I spoke with you on April 1, did I understand 
you to say that it may be 6 weeks before you present your bill to the 

oreign Affairs Committee ? 

Mr. Houuister. What I said was, Mr. Chairman, that in the event 
it were decided to try to split the military from the economie—for 
which there is a great deal of pressure, not only in the Congress but 
in'some of these study bodies, so that there can be more clarity on the 
point of the size of the military part of the entire so-called foreign: 
aid bill—it would probably be 6 weeks before we could get information 
in proper shape to present to the committees for, to do it intelligently, 
we would have to go back several years and pick up the different proj- 
ects and programs going on in different countries. 

Mr. Passman. Thank you, Mr. Hollister. Thank you, Mr. Gary. 
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USE OF TAANSFER, CARRYFORWARD, OR OTHER AUTHORITY 


_ Mr. Gary. Mr. \Tollister, do the plans that are being discussed relat- 
ing to some formal estimate of less than $4.4 billion contemplate use 
of transfer, carryforward, or other authority, which would have the 
effect of reducing the appropriation, but retaining the same total ? 

Mr. Hotzister. All chess things are being discussed, Mr. Gary. We 
would leave it generally to the committees to make a final decision on 
that. If certain moneys which were appropriated are unobligated, 
not because of a change in program, but because of inability to get it 
done within the time limit, the question always comes up as to whether 
you want to let that money lapse, and ask for a larger appropriation 
next year, or merely carry over the appropriated money into the 
coming year. 

It makes really very little difference. It is the machinery, and I 
believe the Appropriations Committees have generally preferred, have 
they not, to carry over the money and have a lesser new obligational 
authority ¢ 

I believe it is up to a committee to decide which way it would prefer 
to do it, once they decide the money should be made available. 


INITIAL PROPOSALS FOR NEW OBLIGATIONAL AUTHORITY FOR FISCAL YEAR 
1958 


Mr. Gary. What is the sum total of the country programs, both 
military and economic, requested by the missions as a result of the 
guidelines issued last August ? 

Mr. Houxister. I do not have those figures. 

Mr. Gary. Could you supply them ? 

Mr. Hoxtistrer. The total amount which all the missions asked for? 

Mr. Gary. Yes. 

Mr. Hotiister. I could get that together. It is fairly tentative. 
Of course, they always ask for a great deal more than they are allowed. 

Mr. Gary. It is not classified, is it ? 

Mr. Hoxiister. I suppose some of the countries might be classified. 
I would like to check that. 

Mr. Gary. Will you supply the information to the committee ? 

Mr. Hoxiister. Let me look it up and see what is classified. 

Mr. Gary. The total would not be classified. 

Mr. Hotuisrer. The total would not be classified; no. I suppose 
there would be some question raised, Mr. Gary, as to all the details of 
the activities inside an organization; whether every figure that comes 
in from every mission should be submitted and spread out for public 
consumption. I am just wondering the wisdom of that. 

Mr. Gary. Could you give it to us on an area basis? There is no 
objection to that, is there? Could you also give us the total? 

r. Hotuister. Let me review that, would you? 

Mr. Gary. All right, sir. 

Mr. Hotuister. I would like to think of the implications of it. 

We have to, somewhere along the line, I suppose, conclude as to 
what extent tentative figures which you work out in running a com- 
plicated program of this kind should be made public, and whether 
it is not still a process activity, which has no meaning until it reaches 
some kind of a stabilized figure. 
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(The following information was submitted for the record :) 


The worldwide total of all the initial proposals which were submitted to 
cover the new obligational authority required in fiscal year 1958 for the various 
programs included in the mutual-security program during fiscal year 1958 was 
approximately $5,450 million. This computation is arrived at by taking the 
sum total of the proposals transmitted by the Military Assistance Advisory 
Groups, United States Operations Missions, and other field agencies and add- 
ing to it (@) the initial proposals developed by the appropriate programing 
offices for those program proposals which had to be developed in Washington 
(contributions to multilateral organizations, administrative expenses, pro- 
grams for countries where new programs were anticipated but no field mission 
had yet been established, etc.) and (0b) the estimate as to contingency require- 
ments included in the President’s budget. In the case of MAAG proposals, the 
submissions were in terms of quantities rather than values, and the monetary 
figure included in the above total for these submissions represented the pricing 
placed thereon by the services. 


AMOUNT OF FUNDS REQUESTED FROM THE BUREAU OF THE BUDGET 


Mr. Gary. My next question is, What is the sum total approved 
by ICA, State, and Defense, and requested of the Bureau of the 
Budget prior to the establishment of the $4.4-billion figure? 

Mr. iihiadres. Let me give a little explanation of how we arrive 
at these figures. 

We send out, as you know, our guidelines for the programs; this 
was in the record yesterday, so 1 will just summarize it quickly 
today, which, in turn, are followed by the missions. 

The figures come in. They are léoked over by the people in the 
various desks and areas in my shop. State Department, of course, 
does the same thing. A long series of meetings are held between 
State and us, in which Treasury, Budget, and Agriculture partici- 


ate. 

We have all the people who might be concerned. I thought Agri- 
culture might come in because of the Public Law 480 activities and 
little by little those are refined out, so that each country, each area, 
reaches some tentative conclusions, which are then reviewed by me 
and reviewed in State, and then we sit down and try to reach some 
kind of an agreement. 

All the way through that activity there are Budget representatives 
sitting with us. Our people sit and discuss these various things with 
Budget, so Budget sees the formation of the whole picture. 

When the whole matter is concluded, a letter goes to the Bureau of 
the Budget indicating what we have finally concluded should be the 
program for the coming year. 

Are you asking for that letter ? 

Mr. Gary. I am asking for that figure. I am not asking for the 
etter, 

Mr. Ho.uisrer. I prefer that you ask Mr. Brundage for that. It is 
information which is sent to him as a representative of the President, 
and I feel that I should not disclose that without his authority. 

Mr. Passman. Will the gentleman yield ? 

We are certainly entitled to that information. Heretofore we have 
been given this informatior: This is an executive session. 

Mr. Hoxiisrer. I am perfectly satisfied. Do you mind if I ask Mr. 
Brundage? It isa letter to him. 

Mr. Denton. We always had it before. 
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Mr. Horuisrer. The question has never come to me before. I am 
sure you would not have any objection to my telephoning Mr. Brun- 
dage and asking him if he has any objection to turning that letter 
over. 

Mr. Passman. Do you mind if we contact Mr. Brundage by tele- 
phone while you continue? 

Mr. Hoxtister. I have no objection myself. 

Mr. Murphy tells me, which I did not know, that there is a Bureau 
of the Budget directive to the effect that this should not be done 
without Mr. Brundage’s en 

Mr. Denton. Then everybody else violates it. 

Mr. Howe... I am sure they must get his O. K. 

Mr. Hotuister. I have no objection. You gentlemen will see my 
position. Mr. Brundage represents the President in getting these 
things together, and I think whatever we file with him, he should 
give you. 

Mr. Denton. Why should that be classified ? 

Mr. Hotuister. It is not classified. This is not a question of classifi- 
cation. Certain steps in any Executive action are so much in the 
nature of confidential activity that the Executive has to decide whether 
it wants to give them out. 

As I say, I feel this is Mr. Brundage’s project, and the information 
which I give him under which he makes up his mind—when I say 
“T,” the State Department and I together and the Department of 
Defense, because it is a joint effort—induces him to make a conclu- 
sion which, in turn, he recommends to the President. 

Mr. Gary. We will ask you to clear that with Mr. Brundage, and 
if he agrees 

Mr. Houuister. We will give you the letter. 

Mr. Gary. Insert the letter at this point in the record. 

Mr. Passman. Insert the letter in the record at this point in the 
pronanen If he does not agree, then we will have to request Mr. 

rundage to appear before the committee. 

(The letter referred to was furnished to the committee.) 


COMMENTS ON REPORT OF HARDY SUBCOMMITTEE ON IRAN 


Mr. Gary. You stated yesterday that you did not feel that the re- 
port. of the Hardy Committee on Iran was entirely fair. 

Certainly it has created the impression througout the United States 
that a great part of the money appropriated for this program is being 
wasted, and I, for one, have received a number of letters with respect 
to it. I am sure that other Congressmen are in the same situation. 

Mr. Hotzister. I should say I have received a great many myself. 

Mr. Gary. Apparently there has been no effort to correct it. Ihave 
seen no answer to the report. 

I wonder if you would care to tell us in what respect the report is 
unfair? 

Mr. Hotzisrer. I can only generalize, Mr. Gary. I am having a 
detailed study made of the report, page by page, statement by state- 
ment, The report was a great many pages, and there are a great 
many things said init. Iam sure you would not want me to take each 
one of those things up, one at a time, particularly as the study is not 
complete. 
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It has, of course, referred generally to matters which happened 
several years ago, some time before I had any connection with this 
organization. You have asked me to state wherein I thought it was 
unfair. 

I think it was unfair in the fact that it did not give sufficient recog- 
nition to the political picture in Iran at that time, and to some of the 
steps which, rightly or wrongly, those in charge of activities at that 
time thought should be taken to try to keep that country from going 
into the Communist column. 

The results of that activity had a small part, let me say, in the re- 
sult that Iran is now one of our stanchest allies. I would like to 
refer the committee to the report former Ambassador Norman Armour 
has made to the Senate committee, in which he commends the activi- 
ties of this country at that time in Iran, and points out that Iran is, 

artly as a result of those activities, a stanch ally, and is as anti- 

ommunist as any country along the border of the Communist 
world. 

From my personal point of view, I thought the report was a little 
unfair because it refers to International Cooperation Administration 
activities of several years ago, when that organization did not exist, 
the inference being that the abuses of that day are still being carried 
on today. 

I think it would have been perhaps a little fairer if a clean distinc- 
tion had been made between that organization and the current or- 
ganization, and what we have tried to do to rectify some of the things 
which the committee said were abuses. 

Let me say, with all humility, Mr. Gary, that I am sure many things 
we do today will be subject to extreme criticism in after years, It 
is impossible to run an organization of this kind, all over the world, 
with the personnel problems we have, the communications problems, 
the difficulties of doing business with countries which are entirely in- 
adequate in their government activities and in the knowledge their 
people have of business activity without some criticism. 

It is an impossibility. to do business in a businesslike way, com- 
pletely, with such countries. I merely say that because it is very 
easy to pick flaws in a program of this kind, and it is fair, I think, in 
picking those flaws, in any committee report, to also put something 
on the plus side, and see what, if anything, has been accomplished, 

Perhaps in some particular country there have been glaring mis- 
takes. They should perhaps point out in other countries things have 
been pretty well done. In other words, you could pick out of the 
some 50 or 60 countries in which we operate today, I am sure, glaring 
examples of matters that ought to be rectified, and which we try to 
rectify as well as we can when they are called to our attention. I 
believe it is only fair to look at the whole program, as a whole. 

Mr. ‘Gary. I have talked to Mr. Hardy a great deal about this 
situation, and I know that his chief concern with the whole situation 
is that, according to him, there are not proper records of where the 
money has been spent, and you cannot find out anywhere what the 
money has actually been spent for. 

He says that is continuing up to the present time. 

Mr. Hoxtisrer. It depends entirely upon what kind of payment 
you are talking about. It is, of course, true that if general budget 
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support is given to a country, it is impossible to say exactly where 
the money is spent, because obviously, in general budget support, you 
could say that money was spent anywhere. 

In general, we are against budgetary support, in the abstract, but 
there are occasions where we are informed by those who should know 
that for political reasons a certain amount of budget support is 
necessary. 

I, myself, disapprove of budgetary support in the abstract because 
of the very thing which Mr. Hardy criticized and which you criti- 
cized; the fact that it is impossible to trace the funds to any end use. 

Where there should have been an ability to trace to an end use, 
for some reason the records were not properly kept with respect to 
Iran. We are endeavoring to find out what did happen. I think that 
we are almost in shape now, perhaps, to make a report on it. We 
have been working on it very hard. 

Does that explain it at all? You can see that if you give budg- 
etary support to a country—and, of course, a lot of people say our 
whole aid program should be a question of merely turning a certain 
amount of money over to a country, which would save a lot of this 
complicated machinery I have working everywhere to try to see that 
the money is properly used, that it has an end use and works out on 
a particular project. 

etry todothat. If, ina particular country, we would go in and 
say, “Here is so much money,” there is no possible way to see what 
it is used for because it is in their budget. 

Mr. Gary. I think that is one thing the Members of Congress are 
bitterly opposed to. They want to know what the money is used for. 
Even this committee has had considerable difficulty from time to 
time in finding out how, where, when, and why the money is being 

nt. 

"eee Hotutster. All I can say is, Mr. Gary, I think if you take the 
total program, there is only a very small portion of it that you could 
say we cannot say how the money is spent. It is true that we have 
these large programs, which I am sure you are familiar with, where 
we pst commodities into a country. ‘Those commodities are, in turn, 
sold by the country through their regular machinery, and the local 
currency is, in turn, applied to a certain activity. 

Mr. Gary. It cannot be applied to those activities without your 
consent. 

Mr. Horxister. Not where we have that understanding, but there 
have been cases where there has been budgetary support directly, 
without any allocation of the funds to any particular purpose. 

Mr. Gary. My understanding of counterpart funds is that you have 
to give your approval to the purposes for which those counterpart 
funds are used. 

Mr. Hoxiister. In general, that isthe case. That is why I said that 
these sums that you talk about, where we cannot trace to their final 
purpose, are negligible in amount when you consider the whole pro- 
gram. There have been individual cases of that kind. There were 
more in those days. 

Mr. Gary. Has there been any change in the personnel in Iran? 

Mr. Hoxtister. From what? 

Mr. Gary. From the time of this report. 
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Mr. Hotitster. The director who was in Iran is not there now. 
Gregory is now the director in Iran. He was not the director at 
that time. He was counsel there, was he not? 

Mr. Mourpuy. At one time he was counsel. 

Mr. Houiistrer. Then he went to Jordan? 

Mr. Moureuy. That is correct. 

Mr. Houuister. He is back in Iran now. He is there today. 

Mr. Gary. How long has he been there? 

Mr. Hottister. Almost 2 years on this assignment. I could get 
the exact figures for you. 

Mr. Passman. Since we have Mr. Murphy with us this morning, I 
would like to ask one question that I asked yesterday. 


BUREAU OF THE BUDGET ALLOWANCE LETTER 


Prior to the consolidation of the missions’ program estimate, or per- 
haps prior to the issuance of the guideline, does the ICA receive what 
is known as an allowance letter from the Bureau of the Budget. estab- 
lishing a ceiling on the amount which may be requested ? 

edict No, we do not, Mr. Chairman. 


COMMENTS ON HARDY SUBCOMMITTEE REPORT ON IRAN 


Mr. Gary. Before you get into that, may I ask one more question 
in connection with this Iran subject? 

Mr. Passman. Yes. 

Mr. Gary. You state you are making a study of the Hardy report 
now. Can you tell us what you plan to do with that study ? 

Mr. Howuistrer. I would want to see it first. I would want to send 
it to Mr. Hardy, I guess. I have told my people a number of times, 
if we are doing things wrong, I want them to say so. There is a tend- 
ency in Government bodies to say everything is right and then there 
is criticism that they are wrong. 

If the criticism is fair, I want them to do something about it. If 
they are not fair, I want them to say so. I will review it and send it 
to the committee and various Members of the Congress. Whether we 
would make it public, I would want to give some thought on that. 
There is no need to go ahead and have running feuds on things of that 
kind. There was a minority report, I think, on that. 

Mr. Gary. As a member of this committee, I would like to see your 
answer to that report. 

Mr. Hoxxastrer. Incidentally, I gave the committee not long ago our 
own interior audit made in the spring of 1955 that covered some of 
those things and, too, another memorandum on the subject which they 
did not have before them when the committee first met. 

Mr. Passman. Mr. Hollister, could you state at this time when your 
reply will be ready ¢ 
ue r. Hotazister. I just do not know. Do you know anything about 
it? 

Mr. Mourreny. I would think by the end of this month. 

Mr. Hoxtistrer. The end of this month, Mr. Murphy says. If you 
get a thing of that kind, it takes a lot of work. We have to write to 
Tran, and there is an accusation that a certain amount of material has 
disappeared. 
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We have to proceed and check records back and forth. In, those 

days many of the records were kept in the State Department. 
r. Morruy. That is right. 

Mr. Houuister. We indicted and just convicted the other day a State 
Department fellow who had gotten away with a great deal of money 
out there. 

Mr. Gary. In Iran? 

Mr. Hotuisrer. Yes. He was prosecuted. We brought our man 
home who is now in Ceylon to testify, who had been a lawyer there. 
— is not an ICA representative, but a State Department representa- 

ive. 

At that time the State Department looked after the accounting of all 
financing, which, again, complicates things, as you can imagine. 

Mr. Gary. I would like to request that any answer that the Depart- 
ment frames to the Hardy report be supplied to this committee for 
such action as we deem appropriate. 

Mr. Hoxuistrer. That, of course, will be done. 

Mr. Passman. Thank you, Mr. Gary. 


DEFINITION OF “DEFENSE SUPPORT”’ 


Mr. Passman. Will you, at this point in the record, insert a state- 
ment, explaining in detail what is meant by “defense support”—the 
difference between military and defense support, and what effect, in 
your opinion, defense support has on the economic aid of the nation 
receiving defense support. 

Mr. Hotuister. You are asking me? Mr. Murphy cannot do that. 

Mr. Passman. I am asking you. I notice he is making notes. 

Mr. Hotsister. It is a terribly complicated thing you are asking 
me. 

Mr. Passman. It is complicated, and we are asking it because we 
want to have that information. 

Mr. Hoxxisrer. Will you read the question to me again ? 

(The pending question was read by the reporter.) 

Mr. Hoxtisrer. When you say the difference between military and 
defense support, do you mean the taking of the defense support item, 
and splitting it between that part of defense support which has a 
military aspect and that which has an economic aspect? You do not 
mean that? 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Hotzisrer. All I can probably tell you, Mr. Chairman, is that 
there is an area in defense support which is obviously military. If 
we put in some commodities which we, in turn, sell in the country, and 
the local currency is used directly to pay wages of an army, for 
instance, which has happened, I am sorry to say, in several countries, 
that is obviously a military aspect; although we call it defense support. 

If we, however, make a contribution to a country of a certain 
amount of dollars in which material is bought to build some kind 
of a plant, and commodities are sold to get local currency to build 
that plant, which we may say might be a powerplant, that is prob- 
ably almost entirely economic. 
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There is a gray area in between there where it is almost impossible 
to say which is which. If the local paerenen for instance, is used 
to build a road, the road, may be put in, really, to be able to get the 
military up to the front. 

On the other hand, that road has obvious aconomic advantages to 
the country. It opens up the countryside, and allows a little farmer 
to have access roads, to go out and be able to sell his crops. 

Whether you call that military or whether you call it economic, 
it is terribly hard to make a distinction. 

I can give you, in much more detailed form, various examples, but 
to give a clear-cut definition is almost impossible. That is one of the 
reasons that all these studies come out in all different places, because 
one man looks at it from the military point of view, the next man 
looks at it from the economic point of view. 

They fail to understand that the thing is so inextricably inter- 
twined that there is no clear way in which you can split the two. 

Is that a fair statement ? 

Mr. Passman. Yes; I think as far as it goes. I believe Mr. Murphy 
indicates he would like to comment on that. 

Would you like to say anything about the difference between eco- 
nomic support'‘and defense support ? 

Mr. Murreny. I misunderstood your question, Mr. Chairman. I 
thought you wanted a definition of what we included in military assist- 
ance appropriations and what we included in defense support appro- 
priations. 

Mr. Passman. Since you have suggested that, let us have it in the 
record. I would like to have you elaborate on your understanding of 
defense support. 

Mr. Hotuister. With all due respect to Mr. Murphy, it is outside 


of his Renenniets He can tell you what accounts we put things into. 


Mr. Passman. He has been associated with this program from its 
inception. I thought his smile pr nod indicated that he would like 
to comment on it. 

If you would prefer he not comment, we will just ask that complete 
information be put in the record. 

Mr. Hoxutster. I have great admiration for Mr. Murphey. I would 
be glad to have him comment on anything. I think it is unfair to him 
to ask him to comment on things that are not in his province. It is 
in his province when expenditures are made to decide whether it 
drops in one of our appropriating accounts. 

We have an account called defense support. We have an account 
called military assistance. He must decide what account the expendi- 
tures gointo. Toask him how you can logically split the defense sup- 
port account between those things which have a military aspect and 
those which have economic, I think, is a little beyond him. 

Mr. Passman. That is an indication of the complications of this 
program. 

Mr. Hoxutstrer. Yes, sir. 

Mr. Passman. And without answers, we are not going to be able to 
defend this bill on the floor this year. I hope there will be detailed 
and comprehensive information submitted in the record, defining de- 
fense support and its relationship to the economic aid of the recipient 
nations. 
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_Mr. Hotiisrer. I had a feeling yesterday, Mr. Chairman, that you 
did not believe in trying to split the two. 

Mr. Passman. I am not trying to split them. I am trying to get 
a definition of defense support and its relationship to the economic- 
wa Eee and if it has the same effect as direct economic aid. 

r. Horzister. Some has; some has not. 

Mr. Passman. Will you elaborate a little more in detail for the 
record? I shall not press the point at this time, but I trust that you 
will put the information in the record. 

Mr. Ho xuister. I will try to write a memorandum on that. 

Mr. Passman. Please, sir. 

Mr. Hotzister. Which will refine what I said a little while ago. 

(The information following was subsequently supplied :) 


The following definitions of “military assistance” and “defense support,” as 
these terms have heretofore been defined, are quoted verbatim from the official 
printed executive branch presentation to the Congress of the fiscal year 1957 
mutual-security program (pp. I-13 and I-21): 


“MILITARY ASSISTANCE 


“Programs within this classification are designed to provide the military 
equipment and training required by certain friendly countries in order to de- 
velop or maintain specific military, paramilitary, or police units at a given level 
of effectiveness. The policy reason for undertaking any such program derives 
in each instance from the existence of two facts: (1) the importance of the 
units involved to the defense of the United States or to the defense or to the 
protection against internal subversion of an area which is important to the 
security interests of the United States and, (2) the inability of the recipient 
country to create or to support such units adequately without the equipment 
and training provided. Military-assistance programs almost invariably have 
an exclusively military or directly related security purpose, even though it is 
lack of economic strength and technical ability on the part of the recipient 
country which makes the extension of such assistance necessary. 

“In the past, ‘soft goods’ such as food, uniforms, petroleum products, and 
other military consumables delivered directly to friendly military forces have 
been covered in a separate category called ‘direct forces support.’ At the 
time of the fiscal year 1956 congressional presentation of the mutual-security 
program, consideration was being given to the merging of this category with 
‘military assistance,’ and the Mutual Defense Act of 1955 was drawn in such 
a way as to permit this. The fiscal year 1957 program is presented with the 
two categories merged, although the type of activities formerly called ‘direct 
forces support’ are separately identified within the military-assistance program. 

“This. classification also includes the following programs which, although 
not falling strictly within the definition above, are closely akin to, and have 
customarily been treated in conjunction with, military materiel and training 
programs: the provision of machine tools and other production equipment 
abroad (facilities assistance) ; contributions to certain international military 
organizations (SHAPE and the standing group of NATO) for their operating 
and administrative expenses and for the construction or equipping of military 
facilities (infrastructure) ; assistance in the development by friendly countries 
of nonnuclear weapons of advanced design (mutual weapons development). 


“DEFENSE SUPPORT 


“Programs within this classification are designed to help certain countries 
which are receiving military assistance to support these forces while also achiev- 
ing or maintaining political and economic stability. Such support involves the 
provision of general supplemental resources which a recipient country requires 
if its economy is to support a defense program of the size which United States 
policy regards as necessary and if, at the same time, it is to maintain or attain 
that minimum level of economic strength or growth which is consistent with 
the United States national interest. 

“An essential element in the rationale for any defense support program is the 
need to attain certain military objectives. However, in any country where this 


aera I SE a ET TT a 





43 


justification for a defense support program exists, it is the practice to group all 
nonmilitary assistance that may be required by such country for any purpose, 
including that which is necessary to sustain an adequate rate of economic develop- 
ment, under the heading ‘defense support.’ This practice follows the previously 
expressed congressional preference for classifying all assistance for a country 
which is receiving military aid (except military aid and technical cooperation) 
as ‘defense support.’ It avoids an unrealistic fragmentation into several un- 
natural compartments of a total integrated assistance program which is not logi- 
eally divisible. 

“The difference between ‘defense support’ and ‘military assistance’ can be 
broadly described as follows: Both forms of assistance are designed to make pos- 
sible the creation or maintenance of a certain level of military forces. ‘Military 
assistance’ helps to do so by supplying military equipment, training, and other 
goods and services that are directly delivered or rendered to, and which physically 
reach or benefit, the military forces involved. ‘Defense support,’ on the other 
hand, contributes to this objective more indirectly through providing to a country’s 
general economy (rather than directly to its military establishment) resources 
which either (1) enable the recipient country to maintain a level of defense 
expenditures or undertake defense activities that would otherwise not be possible 
or (2) increase the recipient’s capacity to do so in the future. The one form of 
assistance generally consists of articles (or services) which can be traced in a 
physical sense into the country directly to a soldier who actually uses it or is 
served by it; the other form has its specific military impact as a country’s econ- 
omy is rendered capable of sustaining the desired enlargement of its defense 
burden.” 


Mr. Passman. Mr. Lanham ? 


DIFFERENCES IN CONCLUSIONS REACHED BY VARIOUS STUDIES 


Mr. Lanuam. Mr. Hollister, there seers to be quite a bit of differ- 
ence in the two reports, the Johnson report and the Fairless report. 

I wonder if those differences are responsible for the apparent confu- 
sion and delay in making your requests this year for this program? 

Mr. Hoxtuister. Yes,sir. Not those alone, but the Senate reports as 
well. If you will study all the Senate studies, which I have done— 
there are 21 of them, I think; it is 10 made by ambassadors, former am- 
bassadors, or those who know something about it, and 11—it may be 
the other way, and 11 made by the Brookings Institution, American 
Enterprises Association, et cetera. 

If you will study those you will run into the same thing. You will 
find entirely conflicting findings and conflicting recommendations. 

I think the reason for it is that when things are approached from I 
point of view, they have 1 aspect; if they are approached from another, 
they have another aspect. 

The difficulty in this country, and in the eyes, I know, of a great 
many Members of Congress who want to answer their constituents, is 
that you have two schools of thought. You have one school of thought 
that believes it is the duty of a rich country, such as we have, to con- 
tribute materially to the welfare of the world. 

That may have some defense aspect to it, but generally, even if all 
pee of war stopped, there are still a great many countries who 

ave to have a great many hundreds of millions of dollars in raising the 
standard of living around the world. ; 

Mr. Lanuam. The humanitarian approach. 

Mr. Hotuistrer. That is right. I personally feel it is not the duty 
of the Government to spend substantial amounts of taxpayers’ money 
eres welfare of the rest of the world unless there is security 
ied to it. 
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I lean toward the other side and say that we will tolerate security 
help everywhere, but that is as far as we should go. I do not say I go 
completely for that, because I think in a world such as we are in today, 
it is worth while, also, to spend a certain amount in the so-called neu- 
tral areas. 

Because of those two differences of opinion, you have all kinds of 
different conclusions reached in these various reports. Eric Johnston 
leans to the idea that a great deal more money should be pumped into 
the development field, irrespective of the security aspects. 

The Fairless report, in general, approved the bitet of aid of about 
what we are doing. It points out that it is largely military, and thinks 
that there should be some clarification of the system of the military 
part of it as against that on the economic side. 

Mr. Lanuam. I have just read newspaper accounts of it. Does he 
think that we ought to discontinue the economic aid? 

Mr. Houuisrer. No. He thinks a certain amount of that should 
be carried on. I would say, to summarize, that the chief value of the 
Fairless report is the statement that as long as the world is the way it 
is, this kind of a program is necessary, of about the current magnitude. 

There are all sorts of ramifications. 

Mr. Lanuam. Thank you very much. 


REPAYMENT OF LOANS TO FOREIGN NATIONS 


Mr. Avexanver. Mr: Hollister, we were discussing the loans to 
foreign nations in contrast with gifts, and I asked you whether or 
not these loans were expected to be paid back to our country. 

Mr. Horiister. Let me say this. We never make a loan not ex- 
pecting that it will be paid back, because the idea of a loan is a promise 
to pay, and there is never any intimation that a country will break 
its promise. 

If you ask me as a practical man if I think, as to some countries 
which I will not name, they will ever in the foreseeable future be able 
to make a payment that will be of international value, I would say it 
is somewhat doubtful. Do not forget most of the loans we make are 
in the currencies of the countries in which we advance money. 

Mr. Lannam. Do you do that through the International Bank for 
Reconstruction and Development or do you make the loans directly ¢ 

Mr. Howtuister. We make the loans, but the Export-Import Bank 
provides the machinery. 

Mr. Lanuam. That is all for me. 

Mr. Hotutsrer. I did not quite finish my discussion. 

Do not forget that a great many of these loans are made in local 
currency and therefore the currency, when they repay us, may have 
some value to us in that particular country for spending there even 
though it may be hard to repatriate it in dollars. In most of those 
countries we have expensive operations and a loan repaid in local 
currency may have some potential value even though the country is 
in such financial condition you cannot say it is a good risk, 

Mr. Atexanper. Are these loans made with definite terms, definite 
times to pay ? 

Mr. Hocdiie: Yes. 

Mr. Passman. Will the gentleman yield? 
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I recall some reference in the record last year that we did not ex- 
pect: many of these loans to be repaid, and that past experience indi- 
cated many of them would not be repaid; is that correct 

Mr. Hotttsrer. I would have to see the particular excerpt to which 
you refer. I think my statement covers it, that when you make a loan 
you assume the borrower will pay. As a practical person, however, 
you realize that unless conditions change materially, paying in a 
medium which will have a very substantial value is perhaps some- 
what uncertain. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Of course in many instances we are repaid in the 
country’s currency rather than in dollars? 

Mr. Houtistrer. Yes. 

Mr. Passman. And in many instances we cannot use that currency. 

Mr. Ho.uister. The provision is that the loans will be repaid in 
that amount of currency which shifts with the rate of exchange, so 
that they are not able to devaluate the currency quickly and repay us 
in a currency that would be worthless. 

Mr. PassmMan. But we are to be repaid in the currency of the coun- 
try receiving the loan, rather than in dollars? 

Mr. Hoxuistrer. Yes. 

Mr. Passman. So that it may not be of any value to us? 

Mr. Hoxuister. Do not forget you are talking about a current situa- 
tion whereas payments are due many years off. You are always hope- 
ful that what you get in payment may be of more value. 

Mr. Passman. But you did state that in most instances we would 
be repaid in currency of the country we made the loan to rather than 
in dollars ? 

Mr. Hotiisrer. Yes; but they do not agree to pay so many units. 
They agree to pay us whatever units will be substantially equivalent 
at that time to the dollars lent. 

Mr. Passman. But that will still be in their currency rather than 
dollars ? 

Mr. Howiister. They have the privilege of paying in dollars as 
well, and there is a lesser interest rate if it is paid in dollars. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Natcher. 


ICA RESPONSIBILITY FOR MILITARY ASSISTANCE ASPECT OF PROGRAM 


Mr. Natouer. Mr. Hollister, what responsibility, if any, do you 
have in determining the amount to be granted to any country for 
military aid? 

Mr. Horsasrer. I have one function which I find very difficult to 
explain and still more difficult to administer, and that is the job of 
coordinator of the whole mutual security program. I have an office 
which is supposed to be kept informed of everything the Department 
of Defense does in the international field. Every program approval 
must pass my desk. 

Obviously, I am in no position to tell the Joint Chief of Staff that 
a certain kind of bomber or a certain kind of gun should go to a cer- 
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tain country. I have little to say as to what is put in that country 
except I can point out the economic effects in a country of asking it 
to have an army of a certain size, or even the economic effects that re- 
sult from giving them weapons of a certain type. Every time you 
give an airplane to a country you cast upon that country a definite 
obligation for training, for gas, for repairs, for upkeep, and every- 
thing that goes with any defense department. So my people are try- 
ing all the time to ride herd on the whole program, bringing to the 
attention of the Defense Department people, and of the State De- 
partment people where it is appropriate, that there is an economic as- 

ect to all this work, even to what looks like solely the’military side of 
it, which we call military assistance, which is hard goods, ammunition, 
and training. But all those have a strong economic significance and 
I am supposed to ride herd on it. It is very difficult. We do the best 
we can. 

Mr. Naroner. What responsibility, if any, do you have in deter- 
mining the amounts requested for economic assistance ? 

Mr. Houxistrer, I have very large responsibility for that. I am, as 
you know, running what the President referred to as a semiautonom- 
ous operation in the State Department. Iam completely responsible 
for policy guides. That might be anything. I consider the Secretary 
of State my superior officer. Nobody else in the Department can give 
me orders, other than the Acting Secretary when the Secretary is 
away. Determining the size of the economic program is a very diffi- 
cult process. We and the State Department have our meetings, the 
salghbanss are busy all the time between the State Department peo- 
ple and our people, trying to reach a conclusion as to what we should 
do in any country. Iam all the time emphasizing the economic side, 
and the State Department people are always emphasizing the political 
side. Obviously, I have to know a great deal about the political pic- 
ture and they have to know a great deal about the economic picture. 
We try to make it a joint effort. 


“BUY AMERICAN” POLICY 


Mr. Natouer. Can you state what proportionate part of the mutual 
security dollar remains in this country or ultimately returns to this 
country ? 

Mr. Hoxuister. Of course it would be difficult to say what part ulti- 
mately returns to this country, but as far as the direct effort, it is be- 
tween 70 and 75 percent of the whole program which is bought di- 
rectly in this country. On the military side almost all of it is bought 
here except where we have offshore procurement and a certain amount 
of infrastructure activities. 

On the economic side we buy on a free world competitive basis 
except when Congress has stated that with respect to agricultural 
commodities we must buy here. 

I have had great pressures brought on me by American manufac- 
turers and Members of Congress in individual cases to give preference 
to American producers. I feel when Congress votes a certain amount 
of money for mutual security they expect me to use that money the 
best way I can and therefore to get the best price I can, even if it 
means buying elsewhere; but the greater amount is obtained here. 
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OFFSHORE-PROCUREMENT PROGRAM 


Mr, Narcuer. Mr. Hollister, how do you feel about the offshore- 
procurement program ¢ 

Mr. Ho xtister. It is down pretty low now. The whole principle of 
offshore procurement was a kind of economic aid. Today I do not 
think the countries where you do most of your offshore procurement 
need very much help. My own idea is we should limit offshore pro- 
curement to instances where it is necessary to keep in existence certain 
facilities which may be useful to us in time of war. For instance, we 
may find it useful to keep an ammunition factory in existence so 
that ammunition would be readily available in the event of war. 

Mr. Natouer. I agree with you, but on the other hand I feel we 
should spend that money in this country. 

Mr. Houuisrer. As I say, the countries where offshore procurement 
has been obtained in the past are those where at present their eco- 
nomic condition is such that they do not need economic aid. That is 
tied up with your NATO agreements and your goals of different 
countries. You have a very difficult problem determining what per- 
centage of our expenditures for NATO countries are for our mutual 
good. For example, it seems to me an early warning system is ex- 
tremely valuable to the United States, so the fact that we help a for- 
eign country put an early warning system in is of direct benefit to the 
United States. 

I would rather have the military people give you their views on 
this. 


CONSIDERATION OF ATOMIC WEAPONS AND GUIDED MISSILES FOR MILITARY 
ASSISTANCE PROGRAMS 


Mr. Narcuer. In speaking of NATO, as you know, weapons have 
changed considerably in the last several years, and now it is a matter 
of atomic weapons or guided missiles. Is this being given proper 
consideration in the military aid request for these countries? 

Mr. Houutster. I think it is. It is a thing that my people are all 
the time calling to the attention of the Defense Department as : 
part of our general coordinating function. I do not try to say that 
for a particular country a change should be made or that a par- 
ticular kind of weapon is better than another, but we are always 
saying that all these things should be given full consideration in any 
review or revamping of a program. 


ASSISTANCE TO FOREIGN AGRICULTURE IN FISCAL YEAR 1956 


Mr. Natcuer. During fiscal year 1956, can you give me any idea 
as to how much was expended in the mutual security program, either 
directly or indirectly for foreign agriculture? 

Off the record. 

( Discussion off the record.) 

Mr. Hotuister. We can give you that. Would you like to include 
Public Law 480 and section 402 activities and any programs outside 
of ec assistance which you might say are agricultural in na- 
ture 


98522—57——-4 
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Mr. Narcuer. Break it down in totals. I think that would be 


sufficient. a i 
Mr. Ho ttisrer. It will be approximations because in the 60 coun- 


tries where we have technical assistance programs, I imagine we 
have agricultural programs in two-thirds of them. 
(The information requested was furnished as follows :) 
Assistance to foreign agriculture—Obligations, fiscal year 1956 funds 
{Thousands of dollars] 


FIELD OF AGRICULTURAL AND NATURAL RESOURCES 


Total project obligations__............-.....-__-..-.~-.-.-----------+ $59, 790 
a ld cacti amencienceip eaticdab cireinnapaionngetapinwindedlidiym tee 19, 510 
i TE ee I NI cn ncscr emer mmaintihahindamaecngnee tiene ine aionnd 21, 473 
ao a cesbenctnapeemioneas enc guabannbabeiitincban ss sheiarchhatiubahihtcabbe . 
I i ah aU depen daemdabahbint cinders 825 
ee A air Sse eh etekcherid dating enemrpdeiene 14, 700 


“MEANS OF CROP PRODUCTION” COMMODITIES 


TORR DORNOION, CONTIG iii ee wiiee mtinienn oem an pm ce gtuecononwes 77, 092 
Commodity detail: 

Agricultural machinery, except tractors.._......----....--~-- 7,749 

a ters nn eldapen adh ndtv coe anegpene dove miairiscnan pepe 2, 402 

le ad whats clr deisb cel prenenion gin 61, 713 

Pe UEROE GUNG GURDON hilar idsbiindntid 588 

lina atrial nei thanaidiabaintmuniactewemmaniets 4, 640 


Mr. Natcuer. Mr. Hollister, I make this request for the reason the 
farmers in my section of the United States are objecting to the 
expenditure of great sums of our money to aid foreign agriculture 
at the present time, and I think they are right. Over the past few 
years, as you well know, some $900 million has been expended for 
foreign agriculture. An additional amount of some $500 million for 
agricultural equipment of all types and descriptions has been used 
and furnished to the different countries. One country in particular 
that at the close of World War II was producing between 12,000 and 
14,000 acres of tobacco, last year produced 189,000 acres of tobacco. 
We furnish seeds, we furnish technical assistance, we furnish a lot 
of equipment, and I am wondering if now is not the time to stop all 
assistance that directly goes against the best interests of the American 
farmers? 

President Eisenhower, in his report to the Congress on the mutual 
security program for the 6 months ending June 30, 1956, pointed out 
that a number of new nations have been strengthened and aided by 
the mutual security program during the 6-month period ending on 
June 30, 1956. 

As you know, Great Britain in 1900 had some 60 colonies and the 
population in the British Empire has decreased from some 563 mil- 
lion in 1939 to an estimated 30 million in 1959. Only recently Ghana, 
a new country, was established. Malaya has been promised independ- 
ence I believe in August of this year. I am just wondering what 
arrangements have been made during the past few years and are 
being made at the present time to give economic assistance or military 
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aid to any of these new countries which were colonies of Great 
Britain ’ 

Off the record. 

(Discussion off the record.) 

Mr. Natcner. Mr. Hollister, if you will, I would appreciate it if 
you would file a statement at this point in the record in answer to the 
foregoing question. 

Mr. Hotuisrer. Yes. 

(The information requested was furnished as follows :) 

ICA has currently set aside $20,000 of fiscal year 1957 MSP funds (PPA 
§$1-22-002) to provide the services of a United States grouting engineer re- 
quested by the Federation of Malaya in connection with the Klang Gates Dam 
being erected near Kuala Lumpur. The United States has provided technical 
assistance to this project from time to time since 1953 to the extent of a total 
expenditure of approximately $71,000. 

No other economic assistance or military aid has been provided to either the 
{‘ederation of Malaya or Singapore during the past few years. 


PROGRAM IN GHANA 


Mr. Narcuer. Mr. Hollister, I would like to know just what we are 
doing at the present time and intend to do within the next few months 
for Ghana? 

Mr. Houuister. We have had a small program in Ghana, which we 
used to refer to as the Gold Coast. We have not had a mission there. 
We have had a small technical assistance program. We are studying 
now the advisability of going into Ghana with more substantial 
assistance. 


MUTUAL SECURITY PROGRAM FOR NEW COUNTRIES 


Mr. Narcuer. Mr. Hollister, are we attempting, through the mutual 
security program, to take these colonies that break aw ay from Great 
Britain and place them in a sound economic position? What are we 
doing for them? 

Mr. Houutster. The whole purpose of that kind of work, as I vis- 
ualize it, is to strengthen the free world against the dangers of com- 
munism. It is the polic: y of this administration to encourage countries 
that recently won their freedom to remain on the side of the West 
in the worldwide stresses which are now bothering all of us. The ad- 
ministration feels that in some of these new countries, most of which 
are underdeveloped, highly nationalistic, and desirous of improving 
their situation, it is a wise expenditure of a modest amount of money 
to try to help them. 

Mr. Passman. Will the gentleman yield briefly ? 

Mr. Narcuer. Yes. 

Mr. Passman. Should not the record indicate that was the policy 
of the previous administration, inasmuch as this overall program 
started years ago? 

Mr. Flourasrer. I would prefer you put that in. 

Mr. Passman. It is the chairman’s understanding that this is a 
continuation of the policy of our Government and has been in effect 
for several years, even prior to the present administration. 

Mr. Hotrister. I was not here in the previous administration. 

Mr. Passman. It is a continuation of the old policy. 
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Mr. Narcuer. As I stated a while ago, I believe Malaya has been 
promised her independence sometime in August of this year. Do we 
make any attempt to contact these countries that are establishing 
their independence before they receive their independence, and give 
any assurances to them that economic or military aid will be given to 
those countries ? 

Mr. Hoxusrer. We do not make moves to contact them, no. There 
are instances where countries that are approaching independence— 
usually they get a certain amount of independence before receiving 
final independence—at the request of those countries we have given 
them some help, with the complete approval of the mother country. 
But of course we do not go shopping to give them help. We have 
given no help to Malaya. 


COMMENTS ON FAIRLESS REPORT 


Mr. Narcuer. Mr. Hollister, have you examined the Fairless 
report ? 

Mr. Houuister. Yes, very thoroughly. 

Mr. Natcuer. How do you feel about it? 

Mr. Hotzister. I think, considering the time involved, it is a very 
fair report. I do not agree with everything in it, but I think it is a 
fair report. 

Mr. Narcuer. Do you agree, Mr. Hollister, that our mutual security 
program is to be with us in the future and especially that part per- 
taining to the military aid end of it? 

Mr. Hotuister. I would like to answer that the way I have answered 
it any number of times since I took on this work: That as long as the 
world stays in approximately the condition it is in today, and as long 
as our foreign policy remains substantially unchanged, I believe we 
should carry on a program of substantially this size. 

Mr. Narcuer. I am delighted to hear that consideration is being 
given at the present time to reducing the request for the mutual 
security program that will be made to Congress. The fact that our 
committee started its hearings early on the mutual security program 
is aiding to bring about a reduction and this is a blessing. I concur 
with our distinguished chairman, Mr. Passman, in his contention that 
we must this year not only begin our hearings early, but secure a lot 
of information that we have never had before. I think it is a fine 
thing, and I want to thank you for being present at this time and for 
the Jp statement you have made to the committee, together with your 
staif. 

Off the record. 

(Discussion off the record.) 

Mr. Natcher. Thank you, Mr. Chairman. 

Mr. Passman. Mr. Denton. 


SOURCE OF FUNDS PROVIDED FOR MIDDLE EAST RESOLUTION 


Mr. Denton. The President, in his message on the Middle East reso- 
lution, asked that he also be permitted to spend $200 million without 
strings attached to it in the Near East. Where did that money come 
from? What appropriation did it come from? 

Mr. Hoxuister. That was not new money. 














Mr. Denton. I know it was not new money. What fund was it 
transferred from? Would you supply that for the record ? 

Mr. Howuister. Yes. ; 

(The information requested was furnished as follows :) 

In accordance with the joint resolution on the Middle East, the funds to be 
expended for military assistance will come from the global “Military assistance” 
appropriation and consist largely of monies administratively earmarked for this 
area, The nonmilitary assistance in the main will come from the “Development 
assistance” appropriation of $250 million for Asia, the Middle East, and Africa, 
with some amounts being made available from “Defense support, Near East and 
Africa,” “Defense support, Asia,” and “Technical cooperation” funds. At this 
point the exact amounts to be utilized from these appropriations for the purposes 
of the Middle East resolution cannot be determined, 


USE OF FUNDS PROVIDED UNDER MIDDLE EAST RESOLUTION 


Mr. Denton. What plans did you have for spending that money ? 

Mr. Howuister. We have always a number of projects and plans 
from every one of our missions and countries for things they would 
like to do. 

Mr. Denton. When you went before the Budget to have that $200 
million approved 

Mr. Houuister. We did not have to go before the Budget. It was 
not new money. It was authority to take certain limitations off money 
we already had. 

Mr. Denton. Did you have plans that so much would be spent in 
Lebayon for certain projects, so much would be spent in Joona for 
certain projects, and so on ? 

Mr. Ho.utster. We plan as well as we can in one year, and when the 
time comes to execute that plan the world is changed. For instance, 
we had planned various sums for certain countries in that area. All 
those things stopped when the Suez trouble occurred last summer. We 
do not know yet, of course, what Ambassador Richards will find or 
recommend in the countries he has already visited. 

Mr. Denton. I take it you had specific plans but Ambassador Rich- 
ards is reviewing those plans ? 

Mr. Hottister. We had a great deal of the advance work done, 
but then in addition we always have a lot of things that are in an in- 
choate form that could be firmed up very quickly if necessary. But 
we had not completely put them in form. We did supply Ambassa- 
dor Richards with complete programs for various countries of things 
that might be economically sound in the event that after his discus- 
sions in those countries it should be indicated it would be wise to 
make certain moves. I sent with him the head of my regional opera- 
tions, Mr. Seager, who knows that whole part of the world. 

Mr. Denton. Where did they get that $200 million figure, then? 

Mr. Horiister. It was merely the figure the Secretary of State 
thought that we ought to have as an outside figure to be released 
from certain limitations. 

Mr. Denon. It was not based on any plans but just what he 
thought would be needed for that purpose ? 

Mr. Hotuister. It is hard to say that. It was based on a judgment 
of what might have to be done in the event a number of things might 
happen. 
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Mr. Denton. Did they go over there and say they needed so much 
for Lebanon, so much for Iran, so much for Jordan, so much for 
Israel, and so on when they asked for the $200 million ? 

Mr. Hoxuisrer. I do not think that was quite the approach. Can 
I put the answer in the record ? 

Mr. Denton. Yes. 

(The information requested was furnished as follows :) 

The Secretary of State indicated to the Congress that in his judgment up 
to $200 million should be released from certain limitations to assist in imple- 
menting the policy set forth in the resolution. He stated that the administration 
did not have a detailed program, although some of the activities for which funds 
might be utilized were presented illustratively in the fiscal year 1957 congres- 
sional presentation. Ambassador Richards is now in the Middle East reviewing 
with the countries concerned the concepts involved in the new doctrine and the 
specific steps which would promote security in the Middle Hast. Ambassador 
Richards’ proposals for the use of mutual-security funds are being reported 
to the House Appropriations Committee, as well as other bodies of the Congress, 
pursuant to section 3 of the joint resolution. 


Mr. Passman. Will you yield for one question ? 

Mr. Denton. Yes. 

Mr. Passman. Is the $200 million in the resolution passed by the 
Congress early this year in addition to the special accounts of the 
President? It was my belief that 2 other special accounts, in the 
amount of $200 million each for use in the Far East, were available 
to the President. 

Mr. Hotuister. It is the same money. 

Mr. Passman. The same $200 million? 

Mr. Hotuister. It is not new money at all. 

Mr. Passman. But is it the same authority he had? He had $200 
million that he could spend any way he saw fit? 

Mr. Hottisrer. He had $250 million; $100 million in one and $150 
million in another. 

Mr. Passman. I thought it was $200 million. 

Mr. Hotutsrer. Section 401 (b) gives discretionary authority over 
$100 million. Section 401 (a) permits the President to utilize other 
funds up to $150 million free from certain limitations. The resolu- 
tion gives him the right to be free from certain other limitations with 
respect to a total of $200 million. 

Mr. PassMmaN. In addition to what he already had? 

Mr. Hotuister. In respect to authority, to be free of certain limita- 
tions, but no new money. 

Mr. Passman. I understood there was no new money because we did 
not pass any appropriation bill. He was given authority to spend $450 
million as he saw fit ? 

Mr. Hotuister. I would not say as he saw fit. 

Mr. Passman. Without any restrictions? 

Mr. Hotxitster. Without one restriction, particularly, that was 
bothering us. 

Mr. Denton. Can you give us now that figure that has been re- 
leased by Mr. Brundage? 

Mr. Hox.isrer. I am not sure of that. I will supply that. 

Mr. Denton. Why is it you always go through the budget without 
any cut and in the other departments there is always a cut? 

Mr. Houuister. I would say it is the wonderful presentation we 
make. 
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Mr. Denton. That is just what I was going to say. But I serve on 
another committee, and I know the other members do, too, and when 
this other agency comes up for appropriations they justify their re- 
quest item by item, and I have felt since I have been serving on this 
committee it was like examining a hostile witness to try to find out 
what the money this agency request was going to be used for. I have 
felt that your agency believes it an imposition to ask you what you 
were going to do with the money requested. If we took a vote in my 
district, I doubt that foreign aid would get one-fifth of the votes. 
I get letters from businessmen, farmers, everybody, expressing them- 
selves as being against foreign aid. On the floor of the House when- 
ever an appropriation bill is being considered somebody always gets 
up and says, “You are giving so much for foreign aid.” We are hav- 
ing a fight as to whether we will give money to stop the pollution of 
streams in the United States. We are spending large sums to build 
sewer systems in foreign countries, and I suppose they need it—— 

Mr. Houutster. They surely do. 

Mr. Denvron. But people say “Why should we spend it in Teheran 
if we cannot stop pollution in Indiana,” for instance. 

Mr. Hotttsrer. I wish we could stop calling it foreign aid. I al- 

yays look at it as mutual security. 

Mr. Denton. You would do as good a job as you could with any 
amount given you ? 

Mr. Houuisrer. I would try. 

Mr. Den'ron. And if the sum requested were cut in half, you would 
do the best you could with that; and if you were given one-third of 
the request, you would do the best you could with that? 

Mr. Hoxuister. Yes, sir. 

Mr. Denton. I think we have this situation, and we might as well 
face it: The economy drive is on and everybody is talking about for- 
eign aid—that we should not make cuts in any given department if 
we do not make cuts in foreign aid. Cuts are being made in the De- 
partment of Health, Education, and Welfare, and it is not a very easy 
task. This will be much more difficult to defend. I am glad it has 
been brought up that we want to have this bill brought on the floor 
earlier than in previous years, and I hope when it is brought to the 
floor it will not be taken there at the time of some “crisis.” 

Mr. Hotutster. The trouble is we have crises going on all the time. 

Mr. Denton. Yes; but I hope it will be just a normal crisis and not 
a special one. 

That is all. 

Mr. Passman. Mr. Alexander. 


NEED FOR LENGTHY APPROPRIATIONS HEARINGS 


Mr. Arexanper. How long have you folks been intimately ac- 
quainted with this mutual security program; how long have you been 
studying it in connection with what your appropriation request would 
be for this year? 

Mr. Hottister. How long we have been studying it? 

Mr. AuExANpeR. Yes. 

Mr. Hox.istrr. I suppose going back from now, more than a year. 

Mr. Avexanper. Then after you get through the committee that 
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has to do the spadework and determine policy and so forth, this com- 
mittee will have about how long? ‘ 

Mr. Ho ister. I cannot predict that, I am sure. If we get it u 
before the end of this month we have May, June, and July, a 3-mont 
period. 

Mr. Atexanper. And this committee would have maybe 6 weeks at 
best ? 

Mr. Hoxtister. I would not want to guess that. You might start 
hearings at the same time as the Foreign Affairs Committee. _ 

Mr. Atexanver. The point I am making is that certainly this com- 
mittee, to pass a bill of this kind, has to be very familiar with the items 
in it. 

PURPOSE OF ECONOMIC-AID PROGRAM 


Would you say that the primary purpose of the economic-aid pro- 
gram is to assist underdeveloped countries to regain their domestic 
and international economy footing ? 

Mr. Hoxtisrer. Would I say that? 

Mr. Atexanper. Yes, or would you say it is a welfare or a humane 


eet 
r. Hotuister. No. I would say the primary purpose is the secu- 
rity of the United States. 


AID TO YUGOSLAVIA 


Mr. Atexanpver. How much aid have we given in the last fiscal year 
to Yugoslavia and countries behind the Iron Curtain? It was in the 
discretion, I understand, of the President. Would you put that in the 
record ? 

Mr. Hoxtister. You would probably want to know what we have 
agreed to give this year ? 

Mr. Avexanver. What will come out of the budget of this year. 

Mr. Hoxtister. What we have obligated or contemplate obligating 
for Yugoslavia this year, the current year, 1957? 

Mr. Arexanper. Yes. 

Mr. Hotuister. I think it is $15 million on the economic side. I will 
get it exactly for the record. 

(The information requested was furnished as follows :) 

During this fiscal year, fiscal year 1957, defense support assistance to Yugo- 
slavia will amount to $15 million. Of this amount $13.5 million has been obligated 
for wheat and cotton and $1.5 million has been earmarked for technical exchange 
activities. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Atexanper. How do you justify the spending of money in Com- 
munist countries when you say the primary purpose of your assistance 
is the security of the United States? 

Mr. Hotxister. It is the feeling of the administration that with 
respect to Yugoslavia the help in the past did create a situation where 
the country, although Communist, could be in a position to defy the 
power of Russia, and that that defiance, which Tito was able to get 
away with, has been extremely valuable in the cracking of the whole 
facade of the Iron Curtain; and that while there are of course plusses 
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and minuses, it still justifies a continuation of the program in Yugo- 
slavia in a modest manner. 


CONTRIBUTIONS TO UNITED NATIONS PROGRAMS 


Mr. AvexaNnper. What amount in the last fiscal budget did we give 
to the United Nations out of the mutual security funds for special 
United Nations pr — for economic development ? 

Mr. Hoxuistrer. I do not know that any was given for economic 
development. We gave, I think, $15 million—I ‘will have to verify 
that—to the United Nations technical assistance program. 

Mr. ALEXANDER. That comes under mutual security appropriations? 

Mr. Hotuster. That is correct, and we contribute to the United 
Nations funds. 

Mr. ALExAnpeER. Will you put in the record such funds as are spent 
through the United Nations? 

Mr. Hotuister. Yes. But we have not contributed any general de- 
velopment funds to the United Nations. 

(The information requested was furnished as follows :) 


The following funds are available from fiscal year 1957 mutual security appro- 
priations for contribution to United Nations programs: 


United Nations Children’s Fund (UNICEF) ---------------------- $10, 000, 000 
United Nations Expanded Technical Assistance Program (UNTA) -- 15, 500, 000 
United Nations Refugee Fund (UNRBEF)---~--~-~--------------_--- 1, 900, 000 
United Nations Relief for Hungarian Refugees____________-_-_---- 5, 000, 000 
United Nations Relief and Works Agency for Palestine Refugees in 

Ire erent PRO: CC a il aliens 45, 300, 000 


UNICEF: The $10 million appropriated has been pledged to the calendar year 
1957 programs, subject to the limitation that the United States contribution will 
not exceed 55 percent of total governmental contributions to the central account. 

UNTA: $14 million has been pledged to the 1957 program subject to the 
limitation that the United States contribution will not exceed 50 percent of total 
governmental contributions. The remaining $1,500,000 has been pledged at a 
reduced percentage, as yet undetermined. 

UNREF: The $1,900,000 appropriated was for the 18-month period January 1, 
1956—June 30, 1957 : $1,300,000 was contributed to the program for calendar year 
1956, and $600,000 for the first half of calendar year 1957. 

UN Relief for Hungarian Refugees : $5 million was contributed from the special 
Presidential fund. 

UNRWA: Of the total of $45,300,000 available for fiscal year 1957, $17,500,000 
has been pledged to the fiscal year relief program of UNRWA, subject to the 
limitation that the United States contribution will not exceed 70 percent of total 
contributions ; $2,372,000 has been paid to the rehabilitation program on the same 
70-percent basis, and it is planned to contribute an additional $1,628,000 to the 
rehabilitation program. The total United States contribution to UNRWA for 
the fiscal year 1957 would then amount to $21,500,000. 


EXPENDITURES OF UNITED STATES FUNDS IN SICILY 


Mr. AvexaNpver. Does the refugee program come out of mutual- 
security funds? 

Mr. Hotuister. Yes. 

Mr. Atexanper. Will you put in the record how much has been 
spent in Sicily? 

Mr. Houser. I do not think a cent has been spent there in the last 
year. 

Mr. Avexanper. You had workers there in the last year. They 
said they were working on the refugee program. 
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Mr. Hotuisrer. I would have to check that with the State Depart- 
ment. There are a number of appropriations hung onto the mutual- 
security bill which we do not administer. We turn them over to 
somebody else. The State Department administers the refugee pro- 
gram; then there is the European Committee for Migration to which 
we make a contribution. We do not administer them. We check 
them to see what they do, but we do not administer them. 

(The information requested is as follows :) 


Expenditures of Umited States funds in Sicily under provisions of Refugee 
Relief Act of 1953, fiscal year 1956 and fiscal year 1957 through April 17, 
1957 


Neen ee ene ee eat ee cele fae $389, 216 
paces oer 1pas, Ganeuek April 87 oii ok el et ee cl ind 313 
i a 483, 529 


No mutual-security program funds were spent in Sicily during this period. 
CONTRIBUTIONS TO FOREIGN COUNTRI®S FOR BUDGETARY SUPPORT 


Mr. Avexanper. Will you put in the record how much budgetary 
support was given in the last fiscal year out of mutual security funds 
to the different countries ? 

Mr. Hotuister. You mean a straight contribution, no end use ? 

Mr, Atexanper. That is correct. 

Mr. Hoxiuister. In the current fiscal year or fiscal year 1956? 

Mr. ALexanper. Fiscal year 1956. 

(The information requested was furnished as follows :) 


Contributions for budgetary support from fiiscal year 1956 mutual security 
appropriated funds 


Country: Amounts 
BOR ais Oo Soe ie oe ed li tos seal bia Jad babe $23, 000, 000 
Bee els et ea Se Le sie ah deleted 26, 737,000 
UN aici tees dla bist dp hth massaplixesin oninadead aaiaink uldh. Sikh, tiths det Lice 4, 060, 000 
iat le lS ce et ee ees ee as 82, 000, 000 

OCR a oe e ee net tubules so tied tes eit eel eG 85,.797, 000 


Mr. Passman. For the record, I should like to assure the new mem- 
ber of the committee, Mr. Alexander, that hearings will last more 
than 6 weeks. We will be holding hearings off and on from now until 
we get the bill reported out. So, ‘unless the pledges given me, begin- 
ning with the chairman, fall apart, these hearings will continue until 
the bill is reported to the House. So, we are just getting started. 

Mr. Ford. 


AMOUNT OF FUNDS PAID TO MILITARY SEA TRANSPORT SERVICE 


Mr. Forp. I have just one question at this point in the hearings. 
Does the mutual security program contract for and pay MSTS for any 
shipments of equipment that is procured ? 

Mr. Hortiister. The only MSTS payments I know of that we have 
either made or are about to make are reimbursing MSTS for out-of- 
pocket expenses in connection with the Hungarian refugee airlift. 
That was the understanding we had; that some of the funds in my 
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control would be used to reimburse them. Just a minute. Do you 
mean military assistance ? 

Mr. Forp. Yes. 

Mr. Hotuister. I will ask Mr. Murphy to answer that. 

Mr. Mourpuy. If MSTS moves any of our hard goods, particularly 
munitions, they are paid for that service at the current rate. 

Mr. Forp. Would you provide for the record, and also provide me 
a copy as soon as possible, the funds that are being paid or have been 
paid to MSTS during fiscal year 1957. 

(The information following was subsequently supplied :) 


Military-assistance funds paid to MSTS during fiscal year 1956 and 1st 7 months 
fiscal year 1957 




















Service Fiscal year | July 1, 1956- Total 
1956 Jan. 31, 1957 
Z + a 
Ce tiv isiginhtbetiwdddawibidsetebonnatshvidemd .| $42,306, 381 $23, 271, 588 $65, 477, 969 
in alntinthednddethtbuberpemen nee sneiebeieidmmeadios 929, 501 319, 091 1, 248, 592 
Pa satdeeos bib ceckses omesetn eae WUE IE Psend Socte te 434, 631 
scetidesdlhatidiatdiellias 


Cues dud. pkdsdbakt hea satu wkeceak apd rerence 23, 590, 679 67, 161, 192 


Mr. Forp. I ask that question because it has just come to my atten- 
tion that MSTS has agreed with the employees of their organization 
to pay 100 percent above regular wages for employment in the For- 
mosa area, and 5 percent above regular wages for service in the 
Saigon or Vietnam area. I think that is a gross case of bad manage- 
ment on the part of MSTS. It means a substantial amount of extra 
money that the United States Army is paying MSTS for the ship- 
ment of its supplies in those areas. Wine of our Army personnel who 
serve in those areas get any combat duty pay, and yet MSTS is pay- 
ing their seamen hazardous-duty pay for service in the same area. 
In your case you are paying more for the freight charges than you 
ong to pay because of it. I want the figures because I hope we 
will take some corrective action on it. 

Thank you very much. 

Mr. Passman. The committee will suspend hearings until further 
notice. 


Tuespay, Aprit 9, 1957. 


Presipent’s Citizen Apvisers ON THE Mutvcat Securrry Program 
WITNESSES 


BENJAMIN F. FAIRLESS, COORDINATOR, PITTSBURGH, PA. 
HOWARD J. MULLIN, EXECUTIVE DIRECTOR 

JACK F. BENNETT, ECONOMIST 

MEANS JOHNSTON, JR., MILITARY ADVISER 


Mr. Passman. The committee will come to order. 

We are pleased to have present this morning Hon. Benjamin F. 
Fairless, Coordinator of the President’s Citizen Advisory Group on 
the Mutual Security Program. 

The committee understands, Mr. Fairless, that you have given freely 
of your time in an endeavor to be of some assistance in bringing a 
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more realistic approach to our mammoth, worldwide foreign-aid 
program. 

Do you have a general statement that you would like to make before 
the committee, after which, if you have no objections, we will ask 
you certain questions with respect to the foreign-aid program ? 


GENERAL STATEMENT 


Mr. Farruess. I have a statement. 

Mr. Passman. You may proceed in your own way, Mr. Fairless. 

Mr. Farrurss. Thank you. 

Mr. Chairman and members of the Foreign Operations Subcom- 
mittee of the House Appropriations Committee. I appreciate this 
opportunity to appear before your committee today. 

With your permission, I propose to present in summary form the 
principal findings and recommendations of the President’s citizen 
advisers on the mutual security program. Prior to doing so, how- 
ever, I would like to take just a moment to give you some background 
information concerning our charter, the organization of our group 
and our method of operation. 


PURPOSE OF STUDY 


Our charter, as laid down by the President in his letter of September 
22, 1956, was— 
to study and make recommendations on the purposes, scope, development, opera- 
tion, and effect of the military, economic, technical, and other foreign assistance 


programs in relationship to the foreign policy and national interest of the 
United States. 


MEMBERSHIP OF STUDY GROUP 


The six advisers appointed by the President, in addition to myself, 
were: Colgate W. Darden, Jr., president of the University of Vir- 
ginia; Richard R. Deupree, board chairman of Procter & Gamble; 
John L. Lewis, president of the United Mine Workers of America; 
Whitelaw Reid, board chairman of the New York Herald Tribune; 
Walter Bedell Smith, vice chairman of American Machine & Foundry 
Corp.; and Jesse W. Tapp, board chairman of the Bank of America. 

Early in October we assembled a small professional staff and com- 
menced a series of studies and panel discussions with most of the top 
Government officials having responsibilities in connection with the 
collective security program. Also we consulted many private citizens 
and organizations apart from Government. 

These studies were followed by a world trip, in which 18 countries 
in Europe, the Near and Far East were visited, and United States 
officials from 8 additional countries met with us en route. Four Latin 
American countries were visited by Gen. J. Lawton Collins and the 
Honorable John C. Hughes as our representatives. 

We interpreted our directive from the President to embrace broad 
policy and administrative analysis, rather than detailed program 
examination, and it was in this spirit that we approached our as- 
signment. 

On March 1, 1957, we submitted a unanimous report to the Presi- 
dent. A summary of our conclusions follows: 
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SUMMARY OF CONCLUSIONS 


The United States—with only 6 percent of the world’s population— 
needs the aid of other countries just as they need our assistance. Our 
experience in three foreign wars in less than half a century and the 
persistent threat of Communist power in many parts of the earth 
demonstrate the need for collective action with nations which share 
our aspirations for freedom. 

Armed force alone is not enough; nor can it by itself prevail in the 
long run. Long-range success lies in demonstrating that a free system 
is far superior to an authoritarian one in providing better living 
conditions and the individual opportunities which people so deeply 
desire. Our fundamental objectives cannot be realized unless our 
energies and resources are directed toward the creation of those condi- 
tions under which a free and democratic system can live and prosper 
in the world. 

We, therefore, concluded that a collective security program will be 
essential for some years to come. It is in our national interest to be a 
part of such an undertaking, and we recommend the program be con- 
tinued so long as present critical world tensions persist. 

Aithough in the face of rising expenditures we have had continued 
prosperity, high employment, uninterrupted economic growth and 
ce reached a budget surplus, we know that our economic strength is 
the foundation of our total strength of the world today. Anything 
which undermines aur economic security must necessarily weaken our 
national defense. We are disturbed by the high level and rising trend 
of our Government’s expenditures at home and abroad. This expan- 
sion in Government expenditures cannot help reducing our economy’s 
flexibility to meet future emergencies. Accordingly, it has been our 
aim to formulate recommendations which would avoid increases in the 
costs and provide a basis for gradual reduction in outlay. 

We should seek the expansion of international trade. We should 
proceed with the program of gradual reciprocal tariff reductions, with 
liberalization of custom procedures, and should seek reduction of for- 
eign quantitative restrictions on our trade. Government should en- 
courage the international development of productive efficiency by 
buying in the most advantageous markets. 

The creation of a common market in Western Europe is not only 
encouraging but a requisite development. We believe that important 
possibilities exist for the creation of similar large markets in Asia and 
South America. The development of such large economic areas should 
be a major purpose of United States foreign policy. 

We believe that the United States Government should increase its 
efforts to make known, both at home and abroad, the productive con- 
tributions and possibilities of private capital. This effort has not been 
pursued with the vigor that the obvious benefits of such an undertaking 
would justify. And Government should move promptly to increase 
the incentives for private investment abroad by providing more equit- 
able taxation of foreign business income. 

In certain crucial areas, such as Korea, Taiwan, Vietnam, Pakistan, 
and Turkey, the large areas between purely private and purely public 
projects should be more fully explored. It is preferable to use Gov- 
ernment and private funds jointly in these situations than to place 
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the entire burden on the taxpayer. Guaranties, loans to private in- 
vestors with sharing of any loss, and joint investment of private and 
public capital should be tried in selected areas. 

In cases where private investors cannot act alone because of restric- 
tions imposed by foreign governments, and where a few reasonable 
changes in policy by the foreign government concerned would make 
the private investment possible, the United States should administer 
its assistance in a manner designed to overcome the obstacles to private 
investment. When private institutions undertake foreign investment 
themselves, the men needed can serve abroad without losing their 
laces within their private organizations. The wider use of the serv- 
ices of private firms on a contract basis also is a desirable way to meet 
the recruitment problem. 

We should continue our support of sound public loans to aid produc- 
tive development abroad. The Export-Import Bank, the World 
Bank, the International Monetary Fund, and the International Fi- 
nance Corporation are serving a useful purpose; when their resources 
are exhausted, Congress should appropriate additional funds. Im- 
proved coordination is needed between the Export-Import Bank and 
the World Bank. 

Loans by the United States repayable in the inconvertible currencies 
of foreign nations are undesirable, and the practice of granting them 
should be terminated. Similarly, the validity of international con- 
tracts should not be undermined by the granting of loans in circum- 
stances in which there is grave doubt as to the ability of the borrower to 
repay. We recognize, however, that there will be cases in which it is 
in the interest of the United States to make dollar loans on more liberal 
terms than those of the established public banks with respect to interest 
rates and periods of repayment. 

Assistance in grant form should be given only in those exceptional 
cases where it is clearly in the national interest to do so and where the 
recipient countries are judged to be unable to repay. 

In all cases, the guiding principle governing military grants should 
be the obligation of each country to bear its fair share of the cost of the 
common defense. We are not satisfied that all are doing so. 

We believe that grants to provide capital for development purposes 
should be severely limited though there may be unusual cases in which 
they are warranted. We are favorably impressed with the educa- 
tional exchange and technical assistance programs within the limits of 
manpower availability. 

In foreign assistance programs, a higher priority should be given to 
those countries which have joined in the collective security system. 

The contributions of other economically advanced nations to the 
task of providing external assistance to nations in need should be 
actively sought. We should announce publicly our willingness to 
undertake appropriate joint assistance programs. Our support for 
the technical assistance work of the United Nations should continue at 
about the present level. 

To the extent that our surplus stocks of agricultural commodities 
can be disposed of in a manner that does not damage normal markets it 
is important that available inventories be utilized. But the amounts 
that can be utilized if this principle is observed are small, and a return 
to sound commercial marketing procedures should be our objective. 
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Moreover, these sales over and above normal sales can only be made on 
the basis of less favorable terms. The disposal program should be 
separated from our foreign assistance activities and the commodities 
sold at reduced dollar prices to those buyers who can demonstrate 
intended uses above normal consumption patterns. And there should 
be authority for future economic assistance appropriations to be used 
for the purchase at fair market prices of agricultural commodities for 
grants and loans abroad in appopriate circumstances within our for- 
eign assistance program. 

t is recommended that there be a separation between economic and 
military contributions to the collective security program. AIl forms 
of proposed military assistance should be submitted to the Congress 
as a separate title within the regular defense budget. All forms of 
nonmilitary assistance should be submitted separately and labeled 
as “Economic assistance,” to be justified and administered by the De- 
partment of State. 

The ICA should be integrated into the Department of State. ICA’s 
present semiautonomous status is inconsistent with sound organiza- 
tion. The integration should lead to administrative saving and the 
achievement of greater results. 

Existing coordination procedure needs to be strengthened. An 
excessive number of organizations is engaged in the task of govern- 
mentwide coordination, and there appear to be too many levels at 
which attempts at coordination are made. 

It is recommended that both the military and economic assistance 
programs be presented to each Congress for approval rather than to 
each session of each Congress. 

There seems to be a definite need in both military and economic 
authorizations for greater discretionary power. 

In our foreign assistance program we should concentrate on plac- 
ing only highly qualified persons abroad. A much greater selectivity 
of projects, a marked reduction in the number, and a concentration on 
the most promising ones would offer relief on the personnel problem 
and save money. We also conclude that far greater discretionary au- 
thority should be delegated to our representatives abroad in the ful- 
fillment of projects. 

Our review of the defense activities abroad, and the results that 
have been achieved, lead us to conclude that the overall expenditures 
have been justified. The American taxpayers have received a fair 
return for their money. Despite the rising cost of modern weapons, 
there are several factors which may tend to reduce the required 
amounts of our military assistance to our allies. There is reason to 
hope that their improving economies will in the future permit them 
to bear a larger proportion of the cost of the common defense by 
assuming more of the cost of their own military establishments. Also, 
there is the hope that the wider employment of modern weapons will 
permit the gradual reduction of forces in selected areas. Our studies 
lead to the conclusion that, under present. world conditions, continu- 
ing military assistance expenditures will be required. Our senior 
military authorities are aware of the burdens which our military 
expenditures at home and abroad place upon our domestic economy 
and the need for savings wherever possible, and we are confident 
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they will continue to appreciate the great importance to our security 
of maintaining a strong economy at home. 

Reiterating the desirability of encouraging private business actiy- 
ities abroad, we recognize the necessity for some economic develop- 
ment expenditures by our Government to help bring the recipient 
countries more completely into the orbit of free society, to expand 
the economic activity of the free world, and to increase the capability 
of our allies to carry their own defense costs. Economic development 
should be recognized as a long-range endeavor. 

Barring some major change in circumstances, the total collective 
security expenditures of the United States Government abroad for all 
purposes need not exceed the approximately $8 billion level of the 
fiscal year 1956. This total consists of $3.9 billion in military assist- 
ance to foreign countries, $1.7 billion in nonmilitary assistance to 
foreign countries, and $2.3 billion in expenditures abroad by our mili- 
tary forces and civilian agencies. This total amount should under 
present conditions be adequate to provide a reasonable expectation of 
achievement of the goals of United States foreign policy without 
undue strain on the domestic economy. We may hope that success of 
our efforts to bring improvement in conditions abroad will make pos- 
sible a gradual shift from governmental to private operation abroad, 
with consequent significant reduction in Government cost. 

The United States must resolve to stay the course, and must abandon 
the false hope that collective security costs are temporary. 

We are convinced that the best security for Americans is collective 
security, and that the best hope for diminishing the burden is economic 
development. We recognize that perseverance and patience are re- 
quired. Our policies are proving their worth, and we should hold 
firmly to them. They i  glion., the ultimate triumph of freedom. 

Mr. Passman. Thank you, Mr. Fairless. 

You can spend some time with us, can you, discussing some of these 
programs and policies? 

Mr. Fatruess. Indeed. I am here as long as you want me. 


PROPOSAL TO TRANSFER JURISDICTION OF MILITARY ASSISTANCE APPROPRIA- 
TION TO DEFENSE SUBCOMMITTEE 


Mr. Passman. Some of us believe that the transfer of this particu- 
lar committee’s operation over to two other subcommittees may make 
this program very, very expensive. Some of us believe that if this 
should be done, the American public, and, for that matter, Congress, 
would lose control of the program and would never know its total 
cost. 

Futhermore, the military has a way of burying things in its stag- 
gering budget where even the most experienced Members of Congress 
have a hard time finding the items. 

Again, some of us believe that the program’s cost may double or 
triple if it should be buried in a mammoth defense budget. 

I might state for the record just a few instances where that abuse 
could be checked. I shall state that it will be necessary for me to refer 
to my own business in clearing up just one of the instances that I have 
dealt with only recently. 

In 1950 the Army purchased a substantial number of Blodgett 
ovens, model 952, at a cost of $478. During 1955, I happened to be 
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in my Monroe office one morning, and a circular came in from the 
Grobin Manufacturing Co., of Chicago, advertising surplus Blodgett 
ovens for $200 each. 

The Government purchased these Blodgett ovens for $478 each. 
They declared them surplus and sold them to the Grobin Co., Chic ago, 
for $100 each. The Grobin Co. put them on the market for ‘$200, and 
I bought 4 carloads of them for my own business. Then I sold them 
to the Commercial Equipment Co., Fort Smith, for $250 each. 

The Commercial EF quipment Co., Fort Smith, Ark., sold them back 
to the Government for $478 and shipped 9 of them back to the same 
town from which they were originally shipped. 

I could document story after story, but this is one pertaining to 
my own operation. There was no dishonesty involved. It was just 
a question of dealing with such a mammoth operation that you just 
could not prevent these things from happening. 

I have heard some say that the proposal to place the military aid 
in the defense budget was merely an attempt to place the program 
before committees or subcommittees which might be more favor- 
able to the program on account of its being labeled “defense of our 
country.” 

You have a very fine committee handling funds for the military, 
and they work and work very hard, but I am of the opinion—and I 
want to hear your comments—thi at this program is approximately 
10 years old; it has had 6 or 7 different. names, and every time the 
American public seems to be disgusted with the program, they come 
up with a new name or a new agency to handle it. 

It seems that this year there is a tremendous amount of pressure 
being brought to bear on Members of Congress to reduce the foreign- 
aid program. Therefore, again, there is an attempt—and certainly 
I am sure, an honest attempt—to take this program and put it over 
into some other appropriation bill where, certainly, the American 
people would never be able to determine what the foreign-aid program 
is costing us. 

This one further observation : We have gone through the most trying 
days with this program—from its inc eption as the Marshall plan, on 
up to the present time. It seems that our larger expenditures are be- 
hind us. We are now coming into a period when we expect our 
annual expenditures to be less. So, why bury the appropriation for 
this program now in some other appropriation committee ? 

We would like to have your views on that. There may be some 
things we do not know about. Would you care to discuss that, Mr. 
Fairless? 

Mr. Farruess. Yes, indeed. 

There is a wide area of misunderstanding among the Amer- 
ican taxpayers as to what is meant by “foreign aid.’ 

They become confused when they hear and read about so many 
programs, military assistance programs, defense support programs, 
development assistance programs and technical assistance programs. 
Often they are referred to as “giveaway” programs. 

We thought, to the extent that we could, we would like to clarify, 
or at least help clarify this problem, so with that in mind, we recom- 
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mended that we divide foreign assistance between military assistance 
and economic assistance and draw a line between them. 

It was not with the thought, nor is it with the thought, that we 
would create some new agency, or that we would create possibilities of 
burying anything; really, it was to clarify. 

We felt, and personally I still feel, that it would be better to have 
the foreign military assistance program as a part of our overall mili- 
tary program—not buried—but clearly identified as such and set 
forth as a separate title in the budget of the Department of Defense. 
In this way the amount to be spent abroad and all the pertinent in- 
formation would be given, and at the same time the American tax- 
payer would be given information he desires, that is the total mili- 
tary defense cost. 

That is what we had in mind, and I still think it is a good idea. 


EFFECT OF PROPOSAL TO TRANSFER MILITARY ASSISTANCE ITEM TO 
DEFENSE BUDGET 


Mr. Passman. Mr. Fairless, we are very happy to have your views. 
Do not you think there would be a much cheaper way to educate the 
American public as to the intention of the program, than to include 
funds for the program in some other appropriation where the Ameri- 
can taxpayer can never put his finger on the exact cost. 

Mr. Farrtess. I think he can if you follow our suggestions. 

Mr. PassmAn. But it will be in military. You have some people 
possibly believing the public understands this program now. [I at- 
tempted to debate this with one of my constituents down in the State 
of peed rhmg and his knowledge of this program was equal to 
mine, and I have been chairman of the committee for 2 vears. 

We have those who believe that all nations would like to take »« part 
of their national income, or their revenue, and place it in the budget 
for the defense of their own country. I think from time immemorial, 
nations have been doing that. You have those who believe, if we 
pick up the check for the military defense of a nation it certainly 
leaves that nation’s own money for other things which they think are 
desirable. 

Many people think that military aid, indirectly, at least, is economic 
aid, because you relieve the recipient nations of many of their own 
expenditures. 

The committee is very happy to have your views on that. Per- 
sonally, I do not agree with them at all. I do not think that this 
appropriation should ever be placed in another committee where 
Members of the Congress, the executive department, and the public 
cannot know just exactly what it is costing the American people. 

I have a very high regard for the members of the Military Appro- 
priations Subcommittee. They are doing a wonderful job, but they 
are overworked already. If you tie the foreign aid appropriation in 
with the appropriation for $40 billion for some other department, 
the foreign aid appropriation will be lost and it will be impossible to 
know how much is being spent on military aid to other nations. In 
this way, more and more money could be spent for foreign aid and the 
taxpayers would have no way of ascertaining the exact amount spent 
for foreign military aid. 
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In fact, legislation now in effect, authorizes the Defense Depart- 
ment to make purchases for the mutual security program. This 
seems to me to be a rather strange policy, and I should like to give you 
an example. Jeeps which were purchased by the Army 9 years ago 
for $1,100 each may be transferred to the mutual security program 
for $3,600 each. sg 

If that is good business, in all probability I had the wrong training. 
To my way of thinking, it just gives the military an opportunity to 
increase their appropriation, and have it labeled “foreign aid.” We 
will be able to document that for you, not only on one item, but many 
items which after they had just about been worn out, had been sprayed 
and had new tires put on, and transferred to the mutual security pro- 
gram for three times the original cost. 

We are afraid that there will be even more transfers of this nature 
if the foreign aid appropriation is included in the defense budget. 

Have you had an opportunity to study that phase of the program? 

Mr. Farruess. I want to make it clear that we are only recommend- 
ing that the foreign military aid program be placed in the military. 

Mr. Passman. That was military. 

Mr. Fatrtess. We are trying to separate it out here. 

Mr. Passman. I understand. 

Mr. Farruess. Of course, I am not here for the purpose of arguing 
that point. 

Mr. Passman. We are not arguing. We are opening it up so we can 
all discuss it. 

Mr. Farrtess. It is only to explain the position that we have taken, 
the recommendations that we have made, and our reasoning behind 
them. 

We think that there would be greater clarification and less oppor- 
tunity for the confusion that you have just pointed out if we had this 
clear line of demarcation between the military foreign aid and the 
economic foreign aid. 

That represents our thinking. We feel that the military foreign 
aid, while it would be a part of the defense budget, can be earmarked 
and set aside so that it is crystal clear to anyone who cares to read it, 
if it is done in the manner in which we suggest. 

Mr. Passman. Mr. Fairless, I want to assure you that we do not wish 
to argue. We are very grateful that you would come before the 
committee. There are certain things we think we should discuss. 
It may be that members of this committee, some of us at least, who have 
associated ourselves with this program for many years, have certain 
knowledge that you would want, and in turn, we want your knowledge 
of the program. 


SEPARATION OF ECONOMIC AND MILITARY ASSISTANCE IN EFFECT NOW 


Complete separation of the economic and military phases of the 
foreign-aid program has been in effect for some time. Mr. Hollister 
does not have anything whatsoever to do with the military. He is 
known as the coordinator. He submits the amount that you request to 
the Director of the Budget, but it is administered entirely by the 
military. 
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Only recently, I asked Mr. Hollister a question concerning the mili- 
tary aid program and he said he had nothing to do with it, that I 
would have to get that information from the military. The matter 
referred to earlier about the transfer of the jeeps had to do with 
the military. The military, rightfully, can transfer obsolete equip- 
ment to the mutual security program. Such transfers serve a useful 
purpose, but the point I w: anted to clear up, that I cannot understand, 
is why they would transfer obsolete equipment at three times its 
original cost. 

I am afraid you are going to bury such incidents even deeper if 
you put this program over into the defense. That is the only purpose 
of meeting this morning, to clear up some of these practices. 

Mr. Farruess. I think there is one point we are talking about, 
which is administration, and the other point is appropriation. They 
are two different problems, as you so well know. 

I have stated our position and our reasoning. This is such an in- 
volved problem that it is pretty difficult to get a complete meeting 
of minds. 

Mr. Passman. You are certainly being honest about it. 

Mr. Farruess. We are trying to avoid the things that you have 
brought up, and while it is pretty difficult to completely control each 
and every transaction in a vast program of this character, yet I do 
think—and I have not been as chamats as you, Mr. Chairman, in 
that most of the people I meet in my walk of life do not understand 
the foreign aid program. 

They think it is completely a giveaway program which, of course, 
you know and we know that that is not the case at all. 

What we are trying to do is to build up a defense for our country, 
not only at home, but abroad, and also to have the mutual support of 
our allies, who feel the same as we do about freedoms. 

Mr. PassMan. Mr. Fairless, we are most grateful, and you may 
rest assured we are just trying to secure information which would be 
helpful to the committee. They often say when two men are in business 
and always agree, one is unnecessary. We may not agree, but we will 
disagree without being disagre eable. I certainly do not think we 
would be justified in transferring the military aid program to the 
Defense Department, just to have the American public look upon it 
as our own defense. I think it would be much easier and much less ex- 
pensive to educate the American gerne as to the different phases of 
this program than it would be to change the name of it, every 2 years, 
and eventually put it into a bill where some Members of ‘Congress 
may have a hard time putting their finger on it. 

Certainly, that being true, the American public would have a harder 
time finding out the actual cost of this program. 

You have certainly made a good point, to transfer it over, so that 
the American public would have a better understanding of the pro- 
gram. I was very much impressed, and I should say fav orably im- 
pressed, with that part of your report appearing on page 9, and con- 
tinuing on page 10, which I quote: 





FACILITIES AVAILABLE FOR MAKING LOANS TO FOREIGN NATIONS 


We shall continue our support of sound public loans to aid productive develop- 
ments abroad. Excluding transactions by the World Bank, loans by the United 
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States amounted to $500 million in the last fiscal year. The Export-Import 
Bank, the World Bank and the International Monetary Fund are serving a 
useful purpose; and the newly established International Finance Corporation 
will, we believe, do likewise. These institutions still have considerable resources 
available, but when these are exhausted, we believe the Congress should appro- 
priate additional funds if the need still exists and if their standards have been 
maintained. 


LOAN POLICY RECOMMENDATIONS 


I would like to go over to page 10, to “Loan policy recommen- 
dations” : 

In our view, loans by the United States repayable in the inconvertible cur- 
rencies of foreign nations are undesirable, and the practice of granting them 
should be terminated. Our relations with other countries will suffer from United 
States control of large amounts of their currencies. The soundness of the loan 
device should not be jeopardized by inviting repayment in foreign currencies 
which cannot be freely spent by the United States. 

That is a very excellent part of your report, and I might state that, 
in many instances in the past, off-the-record st: atements by public offi- 
cials indicate that they have very little faith in the repayment of 
many loans to foreign countries. Yet, when the same officials speak 
on the record, they are inclined to defend all loans as good loans. 

This keeps the real facts from being known, generally. Evidently 
you had some knowledge of the situation I am describing, on account 
of what you have in this report. I certainly think the members of 
this committee and the Congress should be most grateful for this 
part—many parts, but especially this part—of your report, so we 
will recognize that many of these loans are nothing more than 
paper, because, if you come in possession of too much currency of 
some of these nations, you might as well have rocks, because it would 
be of just as much value. I think that is the emphasis that you placed 
on this statement. We would like to have you elaborate on that a little 
further, Mr. Fairless. 

Mr. Farress. You have really developed it yourself, right along 
the lines of our thinking, except to add one additional point: That 
most of these loans are made over a long period of time. They are 
40-year loans, repayable 40 years from now, in either dollars or ‘local 
currencies; we think that that is a very dangerous contract in which 
to enter. 

We have developed that there is a small percentage of the local 
currencies that are used to support United States expe nditures within 
these countries. I think the percentage is 

Mr. Mutiny. Between 10 and 20, depending on the contract. 

Mr. Passman. Will you restate that? 

Mr. Farriess. We have, for example, expenditures having to do 
with our embassies, our people abroad in a given country. We can 
use a certain amount of local currencies to pay those costs, but these 
sums are small, and they will fluctuate over the years. Therefore, 
we think that, since these comprise such a small percentage of the 
total, we should not make contracts repayable in local currencies. We 
think the policy should be abandoned. 

Mr. Passman. Mr. Fairless, we appreciate your frankness. Some 
of us on this committee concur completely that it would be better, in 
all probability, to make an outright grant than it would to have what 
appears to be a loan. Again, I think we are possibly unintentionally 
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misleading the American people about some of these so-called loans 
which are really a coverup. Do you agree with that statement, that it 
is misleading on the surface ? 

Mr. Fatruess. Indeed, I concur 100 percent. We should either make 
sound loans, or, in the event a sound loan is impossible, and yet aid 
seems to be in the best interest of the United States, then we should 
make a grant. 


NEED FOR ANNUAL CONGRESSIONAL REVIEW OF PROGRAM 


Mr. Passman. We are very grateful for your frankness on this 
subject. You are a businessman and respected as such. You under- 
stand, of course, that at present the foreign-aid program is handled on 
a year-to-year basis, with new authority granted by the Congress 

each year. 

Now, we think that is good business. It involves a great deal of 
work on the part of Members of the Congress, and I am sure you 
concur that we have to work a lot harder if we consider this bill every 
year. But do you see any merit in the fact that, by having a new look 
at this authorization each year, we are given an opportunity to control 
the amount of funds for the foreign-aid program? When the bill 
comes to the Appropriations Committee, certainly, we have more 
knowledge of it in that we have followed the authorization bill 
through. Do you see any merit on the side of this authorization being 
er anted from year to year, as the Congress intended it should be from 
the inception of the progr am some 9 or 10 years ago? 

Mr. Farruess. Yes. I definitely see Congress’ side, but I also see 
the other side, and we came across it in so many places in our trip 
abroad. From strictly a good-business point of view, there is not 
enough time to do the job in the field on the present basis. From a 
control standpoint, we can see the attitude of Congress, and we are 
not being critical of Congress, but, when our present laws were enacted, 
we did not have a large foreign-aid program such as we have now. 

From a practical standpoint, we feel that, if Congress is, of course, 
willing to do it, if we could have this action every C ongress, -ather 
than each session of Congress—in other words, a 2-year program 
versus 1 year—we think it would be both practical and economical. 

Mr. Passman. Would that be just one step toward getting perma- 
nent legislation? I am merely asking the question. T am not ques- 
tioning the wisdom of the proposal, but would that not be just one 
step toward accomplishing what the military and certain leaders have 
been trying to do for many years, and that is establish a permanent 
foreign- aid program, and, if done piecemeal, that would be one way 
of reaching the objective? 

Mr. Fatriess. Congress always has the control, and I certainly 
would never recommend anything that would, in my opinion, lead 
in that direction. 

Mr. Passman. I know that you would not, personally. 


SUCCESS OF PRESENT PROCEDURE OF HANDLING MUTUAL SECURITY 
APPROPRIATION 


May I comment briefly about the size of the program? I think the 
program is now costing less annually than it did at the inception; 
is that correct? 


Th arn Semen 
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Mr. Fatrtess. Is what? 

Mr. Passman. The annual cost of the foreign-aid program, as such, 
is much less today than when we initiated or originated the program 
back in 1948. Is that your understanding? I want this to deal 
strictly with the foreign-aid program, and not other phases such 
as military aid. 

Mr. Bennett. Yes, sir. 

Mr. Passman. Is that your understanding, that the program 1s 
costing less year by year than it did at the beginning? 

Mr. Benner. On page 5 of the report we have these figures pre- 
sented. That is true. 

Mr. PassmMan. That is a correct statement ? 

Mr. Bennett. Yes, sir. 

Mr. PassmaAn. Do you feel that the program has worked success- 
fully since its inception ? 

Mr. Farriess. Yes. We so state. 

Mr. Passman. In your report you state that. Of course, the cost is 
lessening each year. Would you restate that, that it is true? 

Mr. Bennett. No, sir. 

Mr. Passman. It is not costing annually less than it did in the 
beginning ? 

Mr. Bennett. It is less now than it was in fiscal year 1949. 

Mr. Passman. What is the cost for the present fiscal year? 

Mr. Bennett. We present it in this report. 

Mr. Passman. What would your figures indicate? 

Mr. Bennett. The details for the cost of the fiscal year 1956, the 
last complete fiscal year, for direct assistance the total was $5.6 billion. 
Of that, the mutual security appropriation part was $4.6 billion. <Ac- 
cording to the President’s budget, that might go up slightly. 

Mr. Passman. What did C ongress appropriate for fiscal 1956? Do 
you have those figures ? 

Mr. Bennett. What C ongress appropriated for fiscal 1956? 

Mr. Passman. Yes, sir. 

Mr. Bennett. Congress appropriated $2.7 billion. 

Mr. Passman. $2.7 billion for fiscal 1956, and if I understand, about 
$4 billion, plus, for fiscal 1957. 

Mr. Bennett. Yes, sir. There is a greater variation, of course, 
between the expenditure figures. 

Mr. Passman. Of course. June may cost me more to live than 
May. You do not control those things to the penny by the month. 
From the inception of the program the cost has been $45 billion 596 
million. 

My point is this: Why should we abolish a subcommittee which 
has handled the foreign aid appropriation bill successfully for 10 
years and transfer the appropriation bill for this program to other 
committees. 

We are coming right back, of course, to what we discussed a mo- 
ment ago. I thought maybe your aides would like to discuss that: 
A subcommittee has alre: ady been established to handle the foreign aid 
appropriation bill. The subcommittee has worked successfully. 
Those in Congress who support the program have been satisfied with 
it and the Executive is satisfied w ith it. I do not believe the reason 
given for transferring this appropriation bill to other subcommittees, 
that is, to clarify in the minds of the American people that foreign 
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aid is a part of the defense of our country, justifies the abolishment 
of the special subcommittee which was established for the purpose of 
handling the foreign aid bill and which has done a good job. 

I do not believe that will be sufficient to convince the American 
people it would be sound policy to forego the annual-congressional 
authorization for the program, and transfer the appropriations to 
other committees. 

Would you care to comment on that, gentlemen? Mr. Fairless made 
an excellent statement. He stated his position. I believe some of 
you gentlemen have been with this program for some time. 


TRANSFER OF MILITARY ASSISTANCE APPROPRIATION TO DEFENSE 
DEPARTMENT BUDGET 


Mr. Mutu. Might I, Mr. Chairman, talk to that point ? 

Mr. Passman. Yes. 

Mr. Mouturn. Mr. Fairless, in the interest of clarity, both through 
the Nation and in the Congress, recommended probably identifying 
items which are defense items and throwing them into the Defense 
budget. 

You raised a very fine point, and a point which certainly should 
be recognized: Is there any danger or hazard that this could be lost 
in this mammoth defense budget and the device we would recommend 
would be to present it as a separate title in the Department of Defense 
appropriation request so it would be clearly identified and come under 
an Assistant Secretary of Defense, so there would be no possible con- 
fusion in getting that particular item lost in the total $36 billion or 
$38 billion: or $40) billion Defense budget. 

Mr. Passman. For clarification, you have several titles in vour De- 
fense appropriation bill now. 

Mr. Muturn. That is correct. 

Mr. Passman. This would be another title added to many titles you 
already have. 

Mr. Muti. Yes. 

Mr. Passman. That is certainly clear. I understood that all along. 
It is still in the Defense appropriation bill and when that bill is pre- 
sented, we will be busy doing other things, and maybe some of us will 
not have time to go looking through that bill to find out just where this 
defense will be, and, of course, by broad interpretation, certain things 
go to mutual security that could be ordinarily labeled Army, Navy, 
Air Force. 

Would not it be easier to do that, if you had it in that bill? You 
would lose a certain amount of control? Would you concur that that 
statement is true? 

Mr. Moturn. It would be clearly identified. 

Mr. Passman. You do not think we would lose any control over the 
appropriation by having it in another bill? 

Mr. Mutxin. I am not qualified to speak to that particular point. 

Mr. Passman. You would not take the opposite position at this 
time, would you? 

Mr. Farrtess. I think the commander can talk better about the mili- 
tary side of this. 

Mr. Passman. Yes. 





ADMINISTRATION OF MILITARY ASSISTANCE PROGRAM IF PLACED IN DEFENSE 
BUDGET 


Commander Jounston. That came up for discussion and that is the 
reason in the report we clearly specified a separate title. I believe 
it would be title V but that is not material. The idea there was that 
the Assistant Secretary of Defense would be the watchdog there, be- 
tween this title V and the military departments. 

As a matter of fact, some of the people in the military departments 
are very worried that if military assistance goes in the Defense De- 
partment budget the military departments will bear the brunt and 
this might come out of their appropriations. 

We feel that with the separate title and the organization in the 
Defense Department, the Assistant Secretary of Defense, who han- 
dles foreign affairs matters in the Defense ‘Department, the person 
who would supervise this program, is not going to let the individual 
departments run over him. He can go straight to Mr. Wilson, the 
Secretary of Defense, so he is up on a level where he can protect him- 
self and the function for which he is responsible. 

Mr. Lannam. Who handles that now? Could I interject that 
question ¢ 

Commander JoHnstTon. It is Mr. Mansfield D. Sprague. 

Mr. Lannam. What is his title? 

Commander Jounston. Assistant Secretary of Defense for Inter- 
national Security Affairs. He was formerly the General Counsel of 
the Department of Defense. 

I know you do not care to get into personalities, but I know him 
very well and I can assure you that he will look out for the interest 
of his function. 

Mr. Lanuam. Would his function be transferred to the Assistant 
Secretary and would he no longer be connected with the program ? 
What difference are you making in the administration of the program ? 

Commander Jounston. In the administration of the program, sir, 
here is the primary difference: Right now this so-called defense 
support is just about the most confusing thing that I have run into. 

Ambassador Armour said the other day that some items are listed 
as defense support in one country and ‘they are listed as military 
assistance in another country, the same identical item. 

Mr. Passman. That is the mutual security under military, because 
they administer it 

Commander Jounston. No, sir; they do not administer defense 
support. 

Mr. PassMAN. But they do the military ? 

Commander Jonnston. They administer military assistance, but 
they do not administer this gray area between military and economic 
assistance, which is called defense support. 

We recognize, as you stated a while ago, a lot of military programs 
have economic value, and vice versa. But we felt, and we realize 
that it could not be done perfectly, that a line could be drawn down 
this gray area of defense support and those items which are primarily 
for military purposes would be labeled “military assistance” and 
charged to the military budget. 

Those items which are primarily for economic purposes would be 
labeled “economic assistance” and charged to the ICA budget. 
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Mr. Lanuam. I do not have an answer to my question yet, as to how 
it would be administered. I refer to the military end of it. 

Commander JoHnston. It would be administered by the Secretary 
of Defense, and from a practical standpoint, it would be handled for 
the Secretary of Defense by the Assistant Secretary of Defense for 
International Security Affairs. He is the same man. 

Mr. Lanuam. The same official ? 

Commander JoHnston. The same office. 

Mr. Passman. Is it not true, Commander, that all the language 
changes we have made in the bill for this program for the last 6 or 7 
years have been proposed by the Pentagon? Reservations of funds, 
for example, was authorized as a result of a suggestion of the Penta- 
gon. I might state for the record, Mr. Fairless, this is the only 
appropriation bill with funds falling into three categories—obligated, 
unobligated, and reservations. 

I think I am correct, am I not, that you have what is known as 
reservations in the military in the mutual security program ? 

Commander JoHnston. You are getting into the technical part of 
the program. 

Mr. Passman. Is that correct, sir? You have something here that 
you do not even have in our own military bill, and that is reservations. 
If you cannot spend it, obligate it; if you cannot obligate it, reserve it. 

Let me tell you, the Congress in its wisdom approved that type of 
legislation, but I can certainly see no purpose for permitting any 
agency to reserve funds if they cannot obligate them, and later de- 
reserve and place the funds in some other program. 

Commander Jounston. If I understand you, you are saying that is 
the law under ICA funds. 

Mr. Passman. That is correct. 

Commander Jounston. If the funds were appropriated to the 
budget of the Department of Defense, then, of course, that could be 
changed if the Congress desired to do so. 

Mr. Passman. I wonder if military would grab the ball and state, 
“Now you have given us chapter V of our bill, where we are per- 
mitted to reserve funds. We would like that same privilege now on 
the other four chapters.” 

I wonder if that would be one way of getting in, to where we might 
have $100 billion unexpended, rather than the present amount. 

Do you get my thinking there? You would have one chapter in 
the military bill that you are permitted to reserve funds you cannot 
obligate. I wonder if that would lead maybe to a request that the 
entire military go back on that basis, similar to the former contract 
authority of the military. Would you give that some thought? You 
will be before our committee again. 

Commander Jounston. I am not in a position to speak for the 
Department of Defense. I am speaking as a member of the staff with 
Mr. Fairless. I was just on loan. 

Mr. Passman. You have been before this committee ? 

Commander Jounston. No,sir. I have been on Admiral Radford’s 
staff, but we did not get into the technical details of appropriations 
legislation. 

r. Passman. We are still seeking light on that basis. 
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Commander Jounston. Yes, sir. 
Mr. Passman. Mr. Gary? 


BENEFITS TO BE DERIVED FROM PROPOSED CHANGES 


Mr. Gary. Mr. Fairless, if this military fund is going to be admin- 
istered as it is now, what would be the benefit of making the changes 
that you suggest w ith reference to it? 

Mr. Farruess. The benefits are these: We think the American tax- 
payer is entitled to know where his money goes, and what it is spent 
for. I believe youconcur. We think that our obligation is to clarify, 
as I stated earlier. I know in my own contacts with many American 

taxpayers that they are completely confused. 

They are completely confused about the foreign aid program. All 
we are attempting to do is to clarify it. 

We say if we are going to spend the taxpayers’ money abroad for 
defense far em then it should be a part of and charged to the 
Defense budget. We would not think of taking the money for defense 
that is spent at home and putting it in some other agency. 

Mr. Gary. In other words, what you are trying to do is to make this 
program more acceptable to the taxpayers of the Nation ? 

Mr. Farruess. More understandable and at the same time more 
controllable. 

Mr. Gary. And more acceptable ? 

Mr. Fatrtess. More acceptable and controllable. 

Mr. Gary. That has been the history of this program. Every time 
the taxpayers get to the point that they say, “We are spending too 
much for foreign aid,’ we change the name of it. We have been 
through many ramifications and changed the name every 2 years. 

Now the sentiment in the United States is very strong against for- 
eign aid, and you simply want to put it over into the military and say, 
“This is national defense,” and make it more acceptable to the tax- 
payer. That is practically it; is it not? 

Mr. Farrtess. No. I cannot quite go along with that. I want to 
make it more understandable. 

In other words, I think, sir, if the American taxpayer is con- 
vinced that he is spending X number of dollars for the defense of 
our country, that means one thing to him, but if he misunderstands 
that that money, or some part of it, is being spent for economic de- 
velopment of some country, he has an entirely different reaction to it. 

Our committee is not trying to put any political thoughts over at 
all. I think I am just about an average American citizen, and I did 
not understand this program. 

Mr. Gary. When this program is presented, it is presented so much 
for military aid, so much for economic aid. 

Mr. Farruess. But it is all confused. It is all confused. 

Mr. Gary. By whom? 


NEED FOR MORE EFFICIENT ADMINISTRATION OF PROGRAM 


Mr. Farrtess. By the administration itself that administers it. 
Mr. Mrizer. Would the gentleman yield ? 
Mr. Gary. Yes. 
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Mr. Farrukss. It is completely confused. 

Mr. Miter. I am one of these people that happens to be running 
on twoteams. Iam on military appropriations, also. 

For example, the ROK Army that we maintain in Korea, the 
twenty-some divisions that are there, are perhaps one of the best 
defense investments that we have, in spite of the hundreds of millions 
of dollars that it costs to keeep them in the field. It is just a drop 
in the bucket to what it would be if we had 20 American divisions 
out there. 

An item like that is clearly, in my mind, military assistance. You 

san satisfy almost any reasonable person that that particular func- 
tion of maintaining stability on the Korean front is essential, and 
that it is as much in the interest of our national defense as maintaining 
the United States divisions that we have there. 

In my book, that is clearly military assistance. If we had that in 
the Defense Department setup, perhaps it would be easier to under- 
stand and easier to screen. 

We have one committee and one department actually handling 
some of those Koreans, because there are some of them that are 
actually in American uniforms, but those hundreds of millions are 
labeled foreign aid, and may be confused with somebody’s scheme to 
build a dam up a river somewhere, which may be of military value, if 
there is ever a war in that area, but on the other hand, it is primarily 
an economic problem. 

We have the same thing with regard to the Panama Canal, as you 
gentlemen know. There were times when they said that it was 
primarily a defense proposition, but it certainly is more economic 
today than it is defense, and every time you get into that gray area, 
you have confusion. 

I have found that very few Americans realize that part of this so- 
ealled military assistance is pinpointed for things just as important as 
those 20 divisions in Korea. 

Mr. Gary. I cannot understand why there would be any confusion. 
Here is the Mutual Security Act of 1957, and it starts out: 

For expenses necessary to enable the President to carry out the provisions 
of the Mutual Security Act of 1954, as amended, as follows: Military assistance— 
and then there is set out “$2,017,500,000 ; defense support, $68,700,000.” 

Then in various areas, $167 million; development assistance, $250 
million; technical cooperation, $135 million; United Nations ex- 
panded program, $15,500,000; technical cooperation programs of 
the Organization of American States, $1,500,000. 

Here it is in one act of foreign aid, which clearly tells the people 
what we are doing for foreign countries, to enable them to p: iti ipate 
in the mutual-security program, and how much of it is military, how 
much of it is defense support, et cetera. 

As I understand, the plan is to bury that in the defense program, 
so that the people of the United States will not know what they are 
contributing to these foreign nations in defense support. 

In other words, if we put it in the defense budget, anything you 
say for defense today will be accepted; it will go on through, and we 
will appropriate the money and there will be nothing said about it. 

It looks to me this way. I do not mean that Mr. Fairless suggested 
this for this purpose, but I think this would have the effect of deaden- 
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ing the minds of the American people to the fact that this money is 
being spent, rather than calling their attention more directly to it. 

Te: “annot see it in any other way. 

Mr. Passman. Will the gentleman yield briefly ? 

Mr. Gary. Excuse me just 1 minute. In addition to the aa itself, 
the committee report sets out the various items—how much is being 
spent for military assistance; it tells in what countries that military 
support is being given. It tells what it is being used for—Army, 
Navy, Air Force, and the nonregional program, and every effort is 
made through the reports and through the bill to show exactly where 
this money is going and what is is for. 

I think it is far more probable that the people will study this report, 
which only covers $4 billion, and find out where their money is going 
and what it is being spent for than they would a Defense budget 
report of sixty-odd-billion dollars that nobody can understand, not 
even the Defense Department. 

That is simply, Mr. Fairless, my observation on that point. It 
might not be worth anything, but frankly, I see no reason to do this. 
That is one point of your report with which I do not agree, because 
I think the only real effect it would have would be to dull the minds 
of the people in a way as to what is going on, rather than to inform 
them more favorably. 

This military assistance program has been administered by the 
Defense Department ever since its inception. I think it should be 
administered by the Defense Department, because it is a part of our 
national defense. I have always recognized it as part of national 
defense. 

I think where the mistake has been, if you will pardon me, is in the 
administration, by not properly publicizing the work that is going 
on, and giving the people the necessary information with respect to 
this program. 

I have so stated on numerous occasions to the various representatives 
of the department that come before us. I think they ought to tell the 
people more as to what they are doing with this money, but instead of 
telling the people, the Congress itself cannot find what a large part of 
the money is being spent for. One of the committees of Congress, Mr. 
Hardy’s Committee on Government Operations, has reported with 
reference to Iran. 

They reported they could not find what a large amount of the money 
that was spent in Iran was spent for. That was not military aid 
money. That was some of the nonmilitary aid funds. 

Mr. Farriess. That is what we are trying to correct. 

Mr. Gary. Exactly. I am all for correcting that. You cannot cor- 
rect that simply by transferring the military assistance program over 
to the military. That is a matter of administration. You still have 
to have administration for your economic program, whatever that 
economic program may be, and it ought to be proper administration. 

I realize it 1s a tremendous task, because you have these administra- 
tors scattered all over the world. There is a shortage at the present 
time in the United States of properly trained technical men. Indus- 
try itself is having a difficult time getting properly trained technical 
men. The. Government has difficulty. 
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It is hard to get a good, well-trained man that can make a good 
living in the United States to go off to Iran or Iraq or some foreign 
country, take his family and live for the salary he gets. 

I realize that there are tremendous difficulties in administering the 
program, but I think the improvement of the program lies in admin- 
istration, rather than in simply shifting items from one department 
to the other, and in changing the names of the program in order to 
make it sound a little better. 

That is what we have been doing. 

Mr. Farriess. I do not want to belabor it. After all, we have made 
our recommendations and you or anyone may disagree. 

Mr. Gary. We are not going to get mad about it. 

Mr. Farrtess. Not at all, but we made our recommendations, not 
hurriedly. We have been on this job over 5 months, not that you can 
learn all about the problems in 5 months. 

Mr. Gary. I have been on it for 10 years. 

Mr. Farrvess. On the basis of what we are now discussing, it 
seemed to us we had to do 1 of 2 things, 3 things, really. We had to 
accept what we were now doing and : say there were no weaknesses, 
or we had to say, “We are not happy with the job as it is being done.” 
If you make the latter statement, then you have to make suggestions 
as to how to correct it. That is the way we approached the problem. 
Apparently you think the present setup is proper and does the job. 
We do not think so. You say it is the administration. True. But 
you cannot just let us spend so much for economic aid and so much 
for military aid. That does not solve the entire problem. Who de- 
cides what items would go as economic aid, as military assistance, or 
as direct aid? We are trying to get this down where the decision will 
be made, the State Department being responsible for all nonmilitary 
assistance and its administration; and the military being responsible 
for all the military. 

Mr. Gary. Is that not true now ? 

Mr. Farriess. No; of course it is not. 

Mr. Gary. Why is it not? 

Mr. Farrtess. It is not true because, for example, ICA is semiau- 
tonomous. It is not an integral part ‘of the State Department. It 
is by itself. 

Mr. Gary. But are not their estimates made up of estimates from 
the military department and from the State Department ? 

Mr. Farrtess. That is right. 

Mr. Gary. And is not the administration of the military funds now 
by the Department of Defense ? 

Mr. Farrtess. Notentirely. ICA hasa great deal to sa 

Mr. Gary. Asto where the funds will bes spent for the military ¢ 

Mr. Farrtess. Not so much the overall program but in the break- 
down of the program. The military have to get the approval, as I 
understand, of the ICA so far as any military funds are spent 
abroad. Isthat correct? 

Commander Jounston. Mr. Hollister said he had to approve every 
program of the military. 

Mr. Gary. He told us he had nothing to do with it. 

Mr. Passman. He told us he had nothing to do with it just 72 
hours ago. 
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Mr. Gary. We asked him something about it and he said we would 
have to ask the military. 

Mr. Farruess. That is what we are trying to bring out, that the 
best way to make a fellow responsible is to charge him. Is that not 
true? If there is $1,000 to be spent and I want a part of it but I 
do not have the responsibility for it, I will do anything within reason, 
legally of course, to get what I want but still not have the responsi- 
bility for it. We are trying to cut that line right through there. If 
it is military the Defense Department has got to approve it, be re- 
sponsible for it and administer it. If it is nonmilitary, then it is 
the State Department. 

Mr. Gary. And you are going to do away with ICA altogether? 

Mr. Farrtess. No. We would eliminate its semiautonomous status 
and put it in the State Department to be governed by the State De- 
partment under the Secretary of State. 

Mr. Gary. It will be a division of the State Department ? 

Mr. Farrvess. Certainly. 

Mr. Passman. And within the State Department appropriation 
bill. 

Mr. Gary. And they will present their budget request as a part of 
the State Department appropriation bill? 

Mr. Farruess. Yes, but definitely earmarked. 

Mr. Gary. But nowhere will you have a total presentation to the 
Congress of the amount the American people are spending for foreign 
aid? 

Mr. Fairtess. Just the opposite. 

Mr. Passman. You would have to pick it out of separate appropria- 
bills, would you not? You would have to refer to Defense Depart- 
ment appropriation bill to find out the amount available for military 
and to State Department appropriation bill to learn the amount for 
economic assistance. As it stands today, you know to a penny what 
is being spent for all phases of the foreign aid program. 

May I state for the record that we just wanted you to elaborate, 
we were seeking light. But if the Congress follows your recommen- 
dation, the milit: ary part would go over to the Defense and the other 
part would go over to the State ‘Department and be handled in their 
request for funds. Is that right? 

Mr. Farrcess. That is right. 

Mr. Passman. And then for the American public, or even Members 
of Congress, to know what is going to foreign aid, you will have to 
pick it “out of the Defense appropriation and then go to the State 
Department appropriation and pick out what is for foreign aid and 
put the two together for the total. Is that correct? Is that your 
understanding ? 

Mr. Farruess. If you are willing to call military, nonmilitary, 
military defense, economic—if you are able to call all that just for- 
eign aid, then I have no argument; but I think it is wrong; we think 
it is wrong. We think the American people are entitled to know 
what we mean by foreign aid. 

Mr. Gary. In other words, you mean it is your opinion that the 
money that we give to bolster the military defense of foreign coun- 
tries is not foreign aid because it is a part of our military defense? 
Is that the idea? 

Mr. Farruess. That is right. 


tame tars aaa ag ag eo 


meres 


tn rte RT A ER ey a mere 


Ake ee EN ME oe > ie tl an th a selene em em oor ee en cae a erent 


aT RS 


PRIEST 








78 


Mr. Gary. And therefore it should no longer be designated as for- 
eign aid ? 

Mr. Farrtess. No. I thought I had made that clear. 

This entire program is a mutual security program, that is really 
what we are talking about. When you talk about the military you 
are talking about a part of the mutual security program. When 
money is spent for military defense abroad, so far as the American 
taxpayer is concerned, we do not think it should be buried at all but 
should be set forth as milits ary aid spent abroad, with all the details 
the Congress should require. But we do think it should be a part 
of the defense program. 

That is as simple as I can explain it. 


LOANS TO FOREIGN NATIONS 


Mr. Gary. Mr. Fairless, you refer to loans by the United States 
repayable in the inconvertible currencies of foreign nations, and you 
say that is undesirable. What is being done with the foreign nation 
currencies at the present time ? 

Mr. Farrtess. Some are used, of course, to pay our direct expenses 
in the respective countries, our embassy expenses, ICA expenses, and 
so forth. That is perfectly all right if you stop there. But the per- 
centage is very small of the total. I think the maximum is between 
10 and 20 percent, is it not? 

Commander JoHnsTon. I would estimate 10 percent. 

Mr. Fatrtess. Whatever it is. That is something that may fluc- 
tuate. 

Mr. Gary. Are they now commingled with the counterpart funds? 

Mr. Fatrurss. No. I would like to follow through with that if 
I may. We are making 40-year loans repayable in ‘dollars or local 
currency at the option of the borrower. We think that is a very 
dangerous thing. How can we foresee what the local currency will 
be worth and what the local conditions will be 40 years from now? 
We think that is bad. Also, we feel, as we say in our report, that it 
would be dangerous for the Untted States to have control of too large 
a percentage of the currency of any country. Therefore we make 
this recommendation based on that. 

Mr. Gary. I understand your recommendation and so far as I can 
see I think it is a good one, but what I am trying to get is informa- 
tion. When we make a grant to a country they are required to place 
certain counterpart funds consisting of their own currency into a 
certain fund which we more or less control, and then I think 10 
percent of it is ours to spend for our own expenditures in those foreign 
countries. It would seem to me that those grants alone would be suffi- 
cient to pay our ordinary expenses in those foreign countries that 
can be met with local currency. What are they doing with addi- 
tional local currency funds from loans? Are they being ¢ commingled 4 } 

Mr. Bennerr. The great bulk of the local currency coming to us 
is being lent back to them for repayment over a 40-year period, so it is 
not available to us. So you are right, we do not need anything addi- 
tional to the counterpart 10 percent you referred to. 
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Mr. Gary. Are any of these local currencies from these loans being 
accumulated over there? Do we have any substantial acc -umulation 
of them ? 

Mr. Farruess. Last fall I think the total sum was $1 billion we had 
on hand that we had not disbursed. But the repayments on those 
loans will not begin until the end of 1958, and the first year the repay- 
ments will be pez sanuts. 

Mr. Gary. What will we do with those funds? 

Mr. Farruess. That is an additional reason for the recommendation. 
Nobody knows what will be done because we have agreed not to spend 
the money outside the country and not to spend it in the country until 
we have taken into consideration the economic condition of the coun- 
try. So if we try to spend it for something we otherwise would have 
to spend dollars for, they no doubt will claim we are harming the 
economy. If we try to use it for our own purposes there will be a 
hassle because nobody knows exactly what the words in the loan 
contract mean. 

Mr. Gary. So that we are getting something that is of no value to 
us and we will probably stir up some friction with the foreign 
countries ¢ 

Mr. Farrtess. That is true. That is why we make the recommen- 
dation. 

Mr. Bennett. This will also harm our trade and it is a form of 
subterfuge in that it gives the impression we are getting something 
when we are not. There are other ways of giving them loans—by 
lowering the interest rate or reducing the terms of repayment. 

Mr. Gary. Thank you. 


UNITED STATES PARTICIPATION IN JOINT PROGRAMS 


Mr. Fairless, you state that we should announce publicly our will- 
ingness to undertake appropriate joint assistance programs, and that 
our support for the technical assistance work of the United Nations 
should continue at about the present level. 

We have had these joint programs for some time. We have found in 
the Congress that they were not very satisfactory. To begin with, we 
started off with UNRRA. In the UNRRA organization we put up 
most of the money, but we had very little to say about where it should 
be spent or how it should be spent. In the United Nations joint 
programs we put up a large part of the money but we have very little 
to say as to those e xpenditures. 

Mr, Farrtess. That is right. 

Mr. Gary. Russia, up until recently, has not participated in those 
programs, but Russia did come into the technical-assistance program 
of the United Nations about 2 years ago. They put up $1 million in 
rubles. They contributed in their own local currency so that it could 
not be used for any other purpose than to foster Communist interests. 
As a result of that contribution, it developed we were sending Com- 
munist technicians into the various neutral countries. Personally, I 
sannot imagine anything that is much more against the interests of 
the United States ‘than to send Russian technicians into neutral coun- 
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tries, because we know wherever the Russian technicians go they go 
as propagandists as well as technicians. 

Mr. Farruzss. That is right. 

Mr. Gary. And that has disturbed us with reference to the United 
Nations technical-assistance program and some of these other joint 
programs. I think, if we could do it satisfactorily on a joint basis, 
that is undoubtedly the best way to do it, but it raises considerable 
doubt in the minds of the United States Congress when the United 
States has to put up the greater portion of the contribution and still 
has very little to say about how it is to be spent. 

Mr. Fatruess. I could not agree more with what you have just 
said. Our Committee was confronted with a request that we should 
do this job through the United Nations. We think just the opposite. 

Mr. Gary. Lam glad to hear that. 

Mr. Fatrtess. So, when we say we should continue at the present 
level, it is a very low level and we don’t want to raise it. Also, we 
were confronted, as you know, with the fact that Russia is offering to 
do this, Russia is offering to do that, but when you run down the offers 
you will always find that the strings attached are always in favor of 
Russia. When we say we should announce publicly our willingness 
to enter into mutual programs, that does not mean through any 
organization such as United Nations, but to offset some of this propa- 
ganda. For example, if Germany, England, or any of our other 
friends would say, “We think so and so ought to be done for some 
ally,” we thought it would be a better part of wisdom if we would 

say, “Yes; on a mutual basis we will be glad to join with the United 
Kingdom or Germany.” We think it is just a psychological move that 
might prove very beneficial to us. But, so far as the workings of doing 
this job through any agency such as the U. N., we agree heartily 
with what you have just said. 

Mr. Gary. Iam glad to hear you say that. 

Mr. Farriess. There would be no limit to the amount of money 
we would be asked to put up if someone else had the administra- 
tion of it. 

Mr. LanunAm. But if we withdrew from the technical-assistance 
program of the United Nations, we would leave it to Russia. 

Mr. Farriess. But we are not recommending that. 

Mr. Gary. They are not recommending that, and I was not recom- 
mending that we withdraw from the United Nations program at. all. 
I supported the United Nations program. But I did say we find 
ourselves in a situation where the United Nations program in certain 
instances is sending Russian technicians to neutral foreign countries, 
and that it is giving the Congress very grave concern. 

Mr. Lanuam. That is right. 

Mr. Gary. That is what I: said, and I said for that reason I thought 
we should consider the problem ‘and not go all out on a program of 
that kind where we would be required to put up the major ve 
of the funds and have very little to say as to its expenditure. I do 
think we should cooperate with the United Nations and go along with 
them to some extent, but not to the point of developing.the program 
— they would take over whatever assistance we are giving. It 

yas not satisfactory with 7 NRRA, and our dealings so far in con- 
neotion with the United Nations technical-assistance program have 
given us some concern. 
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ANTICIPATED LEVEL OF MUTUAL-SECURITY PROGRAM 
Yousay: 


Barring some major change in circumstances, the total collective-security ex- 
penditures of the United States Government abroad for all purposes need not 
exceed the approximately $8 billion level of the fiscal year 1956. 

Then you say : 


Our senior military authorities are aware of the burdens which our military 
expenditures at home and abroad place upon our domestic economy and the 
need for savings wherever possible, and we are confident they will continue 
to appreciate the great importance to our security of maintaining a strong 
economy at home. 

If you could see my mail, Mr. Fairless, you would realize that the 
people of the United States today do not believe that we can maintain 
our present expenditures and at the same time maintain a strong 
economy at home. The people are insisting upon reductions in ex- 
penditures and a reduction in taxes, and we are being told—certainly 
my mail is to that effect—that the people of this countr y are demand- 
ing that something be done with this tremendous budget that we 
have, and that something be done to relieve the taxpayers of this un- 
conscionable burden which the present tax laws place upon them. As 
I understand it, your Committee thinks we can continue our present 
program ? 

Mr. Farrtess. Well, our expenditures have been going up right 
along, have they not, overall? 

Mr. Gary. Yes, sir. 

Mr. Farriess. And now here comes a new budget with another 
drastic increase. Our recommendation is that we level off before we 
start to go down, that we level off and also at the same time be looking 
toward every possible s saving. That is why we mentioned the mili- 
tary. With their constant review we believe—and this is after con- 
tacting our top military people, not only here in Washington but all 
over the globe—that they are alert. They realize that if we are going 
to defend our country in the indefinite future we have got to have our 
eye on a good strong economy at home. That is certainly true. 

Now, it would be ridiculous for us to say we cannot afford what 
we have done in the past. That would be a very ridiculous statement 
for us to make when we are enjoying the greatest prosperity we have 
ever had and when we have the budget in balance, at least. But, 
looking into the future, we feel and strongly urge that every economy 
be made. We must be prepared to defend our country and, to the 
extent that we can, help to defend our allies in our mutual security 
program, and at the same time help underdeveloped and undeveloped 
countries in their economic struggle in order that they will not be com- 
pletely swallowed up by the C ommunists. 

Some may say “Fairless is doubletalking.” I do not think so. I 
do not think so. We must defend our country whatever those costs 
might be. 

Mr. Gary. My recollection is that we have balanced the budget only 
5 times in the last 30 years. And the only reason we are balancing 
it now is because we are levying wartime taxes in time of peace. We 
have left practically all the w artime taxes on the books and we do not 
have war. The people are demanding that we return to peacetime 
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taxes, and if we do that we cannot balance the budget. And we have 
reduced the public debt practically nothing. 

Mr. Passman. Will the gentleman y ield at that point ? 

Mr. Gary. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. If you will take the 4-year period from January 21, 
1953, to January 21, 1957, I believe you will find that the revenue 
was the highest in any 4-year period in the history of the country, 
but notwithstanding that fact we spent all of that revenue and in- 
creased the public debt in this period from $266 billion to $275 billion. 
So when you are talking about balancing the budget, are you talking 
about a week or a month or what period? Those are factual statistics 
I just gave you for the record. 

Mr. Farrtess. I do not think I am here for the purpose of really 
getting into taxation and balancing the budget except to the extent 
that it fits into the mutual security program. 

Mr. Gary. I did not want to involve you in that, Mr. Fairless, ex- 
cept to that extent. But many people are saying to us—I know it is 
true in my district and from talking to other Members of Congress I 
believe it is true generally—that they want us to balance this budget ' 
and their way of doing it is to do away with foreign aid. I do not 
agree with that at all. I have been in favor of foreign aid since I 
have been on this committee, and I have been on this committee since 
it was first organized, and I have always fought for it; but I do believe 
the time has come to cut it down 

Let me cite this, and then I am through. 


GENERAL EISENHOWER’S 1952 OPINION ON FUTURE NEED FOR MUTUAL 
SECURITY APPROPRIATIONS 


Back in 1952 President Truman asked a committee of Congress to go 
to Europe and look over this program. The Richards committee went 
over at that time. I had the privilege of representing the Appropria- 
tions Committee on the Richards committee. We went to Paris and 
there we were briefed by then General Eisenhower. He was in charge 
of the entire European program. During the course of that briefing 
he was pointing out the great necessity of this program and saying 
to us: 

Whatever you do, do not cut our appropriations this year because we are just 
beginning to see where this program will really give us an opportunity to defend 
Europe in time of emergency. 

Then one of the members of the committee said : 


General, the people of the United States are getting a little weary of this 
program. They feel the time has come when we should look after our own 
economy and balance our budget and reduce our taxes. How long would you 
say that this is going to last? 

He replied that it was his opinion that Europe should be defended 
by the Europeans, and that Asia should be defended by the Asians, 
and that after we have built them up to the point that they can defend 
themselves, then we should gradually withdraw both our manpower 
and our assistance. 

We asked, “When do you estimate that time will come?” 
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He said, that it was very difficult to fix the time, but that so far as 
capital outlays were concerned, we should reach the peak about the 
end of 1954, and then we should begin to gradually withdraw. 

Here it is 1957 and we are still going up. 

Mr. Farritess. Yes. May I give what I think is the very simple 
answer to that? 

Mr. Gary. Yes. 

Mr. Farruess. It is because of the activities of Russia, not because 
of any desire on our part to see how much money we can spend. A 
great many things have happened. 















CONTRIBUTIONS TO EUROPEAN DEFENSE 











Mr. Gary. How far have we gone toward giving the European na- 
tions the capital outlays that they need ? 

Mr. Farrtess. We are spending very little money in Europe today, 
except in Turkey and Greece, so far as economic aid is concerned. 

Mr. Gary. I was talking about military. The idea was we would 
build up their defenses to the point they could defend Europe and 
from that point on we would give them some assistance but gradu- 
ally begin to withdraw. Have we gotten the capital outlays in mili- 
tary assistance up to the point we can begin to retire? 

Mr. Farrtess. I do not think I should get into the field of being a 
military expert, but we spent a lot of time with NATO and heard not 
only our own people’s viewpoints but also the military viewpoints of 
the other NATO countries, and certainly my opinion going back to 
1954 is not today what it was then about this entire problem. Un- 
fortunately, we do not have control. If we had control, if we could 
simply develop our activities here knowing full well what the enemy 
would do, we could undoubtedly make drastic reductions in military 
outlay. But we do not know, and until we get nearer that point we 
will have to be very careful, I should think. j in drastically reducing 
our expenditures if our prime objective continues to be to protect our 
country. 

Mr. Gary. The general consensus seems to be that when Eng- 
land presents her budget, today I think it is, that they will rec- 
ommend a curtailment of their military expenditures. Is that be- 
cause we are giving them money and they are withdrawing their own 
military expenditures to use the funds for other purposes ? 

Mr. Farrtess. Of course I do not know. All I know is what I 
read in the newspapers. This particular problem was not discussed 
with our committee when we were at NATO headquarters. 

Mr. Gary. Did you discuss the question with England as to what 
contribution they were going to make to NATO as far as their forces 
were concerned ¢ 

Mr. Farrtess. That was all known. 

Mr. Gary. Did they indicate they were going to cut their expendi- 
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tures in the forthcoming budget ? : 
Mr. Famuerss. No. Of course a good many things have happened, i 
Suez and so forth, that we did not get into. ; 
Mr. Gary. This would be a rather unfortunate time for them to cut 


the military budget, would it not? f 
Mr. Farrtess. Well, I hate to see it. 
Mr. Passman. Off the record. i 

(Discussion off the record.) 
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PURPOSE OF TRANSFER OF MUTUAL SECURITY PROGRAM TO OTHER 
DEPARTMENTAL BUDGETS 


Mr. Passman. Mr. Fairless, I believe you stated earlier that the 
main purpose of transferring the military assistance to the defense 
budget and the other functions of ICA to the State Department is 
for clarification ? 

Mr. Farrvxss. Clarification and control. 

Mr. Passman. But you would not be in position to state that there 
would be any savings made by that action moneywise ? 

Mr. Farruxss. Well, we think good controls always result in savings. 
As to putting a dollar sign on what it would be, we cannot do that. 

Mr. Passman. But you have not established in your investigations 
that there would be any money savings in transferring these 
activities ? 

Mr. Farruess. Only savings that would accrue through good 
administration. 

Mr. Passman. The main point is clarification ? 

Mr. Farrtess. That is one of the important points. 

Mr. Passman. We will have to establish where the savings would 
be, because Mr. Hollister, who is in possession of all information 
concerning economic assistance, could do a better job than the State 
Department, I should think. Can you pinpoint the savings? 

Mr. Farrtess. I have tried to say I cannot put the dollar sign on 
them, but we think it is good organization to have ICA as an integral 
part of the State Department. As to those that think otherwise, there 
is, of course, not much I can do about that. We believe that a good 
organization will result in savings. As to saying just what items and 
where, I cannot give you that. John Hollister is a very good friend 
of mine. I have known him for 25 years and he is able and a very fine 
man. However, I still would like to raise the question, cannot John 
Hollister as Deputy Under Secretary of State in complete charge of 
this function, do as good a job as he is doing now ? 

Mr. Passman. Could he do a better job? 

Mr. Farrtess. I think he could do a better job. 

Mr. Passman. If he is spending all his time, day and night, now, 
how could he do a better job by transferring the money to the State 
Department appropriation bill? I think this committee should be 
abolished if a better job could be done, but the only thing you are 
recommending is that the request for funds be transferred to the 
State Department. Mr. Hollister would still be giving his full time 
to the program. You cannot give more than full time, can you? 

Mr. Farress. I do not want to get into the realm of making an 
argument. I have given my reasons. They seem logical to me. 
They may not to you. 

Mr. Passman. I want to pinpoint it. I would be the first one to 
recommend the abolishment of this committee if savings could be 
realized or a better job could be done. But if Mr. Hollister is spend- 
ing his full time now, how could he do a better job if ICA were 
abolished and the funds transferred to the State Department? 

Mr. Farrtess. Never have we recommended abolishing ICA. Our 
recommendation was that ICA be integrated into the State Depart- 
ment, 
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Mr. Passman. The same as the military into the Defense Depart- 
ment ? 

Mr. Farriess. The military is in the Defense Department. It 
always has been. 

Mr. Passman. I am being repetitious. Mr. Lanham. 


TRANSFER OF ICA FUNCTION TO THE STATE DEPARTMENT 


Mr. Lanuam. Mr. Fairless, I would like to say that I think you are 
entirely right, that ICA should be in the State Department and that 
the State Department should handle this. Senator Mansfield and I 
went to Europe in 1953 or 1954, and we found five men with the rank 
of Ambassador with whatever the organization was at that time, and 
there was a lot of confusion between the State Department and this 
separate organization. As I understand it, it is not a matter of tak- 
ing this appropriation from this committee, but I think it is a State 
Department function and you will have a better organization setup, 
with the elimination of a lot of people. You would get rid of a lot of 
people in Europe now and perhaps a lot of people here. 

We made that saeaaiaanistian to the Congress when we returned, 
but instead of accepting it they set up the ICA with some attempted 
coordination with the State Department instead of putting it in the 
State Department. 

It seems to me when we talk about peace we are crying peace when 
there is no peace, or a very uneasy one. 


TRANSFER OF MILITARY ASSISTANCE FUNCTION TO DEFENSE DEPARTMENT 
BUDGET 


I want to ask you about this gray area between defense support 
and the military item. Do you make any specific recommendation as 
to how that can be done or how that would be resolved if we put the 
military aid over in the Department of Defense entirely ? 

Mr. Farruess. Well, it would be simply a part of the total military 
expenditure, earmarked, of course. 

Mr. Lanuam. Who would then decide what was economic aid and 
what was military aid? That is what I am getting at. You have 
that area now where nobody knows what is what. 

Mr. Farrtess. I think they know in most cases. We have countries 
where there is no military aid, where the only aid is economic. India 
isanexample. So there is no problem there. But where you have the 
problem—and it changes country by country—there is not any one 
formula that could be applied. 

Mr. Lanuam. I understand that. 

Mr. Farruess. We feel that a project like a dam or a power develop- 
ment or agricultural technical assistance, and so forth, all those things 
are nonmilitary; since they are nonmilitary they should be charged 
to the economic phase of foreign aid. 

Mr. Lanuam. You have then only the two divisions. It would be 
economic aid or it would be termed military aid ? 

Mr. FarrtEss. Yes. The economic aid.would be further broken down 
into technical assistance and other programs, but they would be non- 
military. 
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Mr. Lanuam. I have always supported foreign aid and have tried 
to sell it on the basis that both economic and military aid are neces- 
sary for the defense of America. If you separate them, will that not 
make it harder to sell the economic-aid program? That is what 
troubles me about separating the economic aid from the military aid. 
I disagree with the general idea that the military aid is more important 
than the economic aid. I think in some areas the economic aid is 
more important. But it is hard to sell that to the people. 

Mr. Farrtess. I agree economic aid is more important so far as the 
long-term results are concerned, but it is a long-term program. 

Mr. Lannam. If we separate them, will it not be harder to sell the 
economic aid ? 

Mr. Farrtess. I do not think so. 

Mr. Jonas. Will the gentleman yield ? 

Mr. Lannam. Yes. 

Mr. Jonas. I am inclined to agree with you, but I think it will 
jeopardize the economic aspect on the floor of Congress. 

Mr. Lanuam. I think that is what a lot of Members of Congress 
would like to do. They would say the economic-aid program is the 
giveaway program. 

Mr. Passman. If it is presented in the State Department bill, it 
might not be so difficult. 

Mr. Lanuam. I did not understand that. 

Mr. Passman. I thought you misunderstood the problem. The 
recommendation is to put the military aid in the defense budget and 
to put the request for economic aid in the Department of State’s fund 
request. Is that correct? 

Mr. Farruess. Yes. 

Mr. Passman. I asked that question in the beginning. 

Mr. Fatriess. Here is what we say: 

All forms of nonmilitary assistance should be submitted separately and labeled 
as economic assistance, to be justified and administered by the Department of 
State. 

Mr. Passman. Prior to that you stated military aid would be placed 
in the defense budget. 

Mr. Farrtess. This is nonmilitary. 

Mr. Passman. I am trying to clear it up. Military would be sub- 
mitted in the defense budget ? 

Mr. Farruess. Right. 

Mr. Passman. I think the record should be corrected then, because 
I asked the question in the beginning if you wanted the amount for 
technical aid and economic assistance to be presented in the Depart- 
ment of State budget. 

Mr. Lanuam. That was not my understanding. 

Mr. Farrtess. Could it be more clearly stated than this: 

All forms of nonmilitary assistance should be submitted separately and labeled 
as economic assistance, to be justified and administered by the Department of 
State. 

The technical aid is certainly nonmilitary, is it not? Health pro- 
grams are certainly nonmilitary. 

Mr. Passman. I merely suggested that the record be corrected, be- 
cause I asked the question at the beginning, is it your proposal that 
the military be presented in the Defense budget and all other be 
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presented in the Department of State budget. Do you remember 
that question ? 

Mr. Farriess. Yes. 

Mr. Passman. And your answer was in the affirmative. 

Mr. Farrtess. No, it was not. 

Mr. Passman. I am suggesting the record be corrected. 

Mr. Farrtess. If it requires correction, let us correct it. 

Mr. Lanuam. I still do not quite understand whether you did 
want it included in the State Department’s budget or whether it 
would be presented in a separate budget. 

Mr. Farrtess. No. I want the nonmilitary assistance, which comes 
under the heading of economic assistance, in the State Department 
budget but labeled with a separate heading, of course. 

Mr. Lannam. I think that clarifies it. It was my misunderstand- 
ing and not yours. 

That is all. 

Mr. Passman. Mr. Natcher. 

Mr. Natcuer. Mr. Fairless, prior to your designation as the Co- 
ordinator of the President’s Citizen Advisers on the Mutual Security 
Program and before the world trip that your Committee took to 
Europe and to the Near and Far East, how did you feel about mu- 
tual security generally ? 

Mr. Farriess. Well, I think I stated earlier that I had a complete 
change of heart and mind after I had made not only the investigation 
in the field but also here in Washington. I was under the impres- 
sion—and I think there are millions of Americans today who are still 
under the wrong impression about our foreign assistance programs. 
They think most of the expenditures are in so-called economic give- 
away programs and do not realize that most of them are in the mu- 
tual defense of our country in working together with our allies. 


INTERVIEWS CONDUCTED BY THE ADVISORY GROUP 


Mr. Natcuer. Mr. Fairless, in traveling to these countries, in any 
one country in Europe or any one country in the Near or Far East, 
briefly whom did you and the members of your Committee talk to? 

Mr. Farress. In the various countries ? 

Mr. Natoner. Yes. 

Mr. Farriess. We always talked to the top government people in 
every country, and we did not talk to just one, the prime minister, for 
example, or the president. We talked to the equivalent of our Cabinet 
members, in every country wherever they were available, and they 
were available in most instances. We talked to our own State De- 
partment people, ambassadors and their staffs; we talked to the ICA 
people and the military people, not only our own but the top military 
people of the country we were visiting. 

Mr. Narcuer. Not only as a Member of Congress but as a citizen 
of this country, I want you to know that I appreciate the service you 
and members of your committee have rendered to our country. It 

makes me feel better to know that men like you have done this work, 
and I, for one, appreciate the fine work you have done. 

Mr. Fareress. Thank you. 

Mr. Natcuer. That is all, Mr. Chairman. 
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Mr. Passman. Mr. Alexander. 

Mr. Atexanper. Mr. Fairless, you stated that the guiding principle 
covering military grants should be the obligation of each country to 
bear its fair share of the cost of the common defense. 

Mr. Fatruess. That is right. 

Mr. Atexanper. And you went further and said you did not feel 
some were doing that. 

Mr. Farrzess. That is right. 

Mr. Atexanper. Would you care to expand a little on that? 

Mr. Fatruess. I will be very happy to. I might give you, if I may, 
an explanation of why we did not spell out the names of those countries 
in the report. We did not want to lend aid to our enemies or throw 
fear in the hearts of our allies, so we purposely withheld the names. 
In response to a similar question during my appearance before a Senate 
committee last Friday I asked the chairman for permission not. to 
reveal the names in an open meeting—it was an open meeting—but 
that I would, of course, supply the committee privately with the 
information. That is being pn today. 

Mr. Passman. Would you like to answer that off the record? 

Mr. Farruess. Yes. 

Mr. Passman. Off the record. 

( Discussion off the record.) 

Mr. Atexanper. Pursuing it a little further, after all your travels 
and studies, is there any country receiving mutual security funds now 
that you feel should not be getting them ? 

Mr. Farrvess. Off the record. 

(Discussion off the record.) 


KNOWLEDGE OF FOREIGN NATIONALS OF UNITED STATES PROGRAM 


Mr. Avexanper. It is my understanding that our mutual security 
assistance goes to the government or the leader of the government of 
the country which we are assisting, and I have had some fears as to 
whether or not that was the best way to handle it, particularly in view 
of the fact that on occasions the people of those countries do not realize 
that the United States or the American people are assisting them. Do 
you share that same feeling ? 

Mr. Farruess. I agree entirely with your view, but it is not entirely 
accurate that all of our assistance goes to every country only through 
the political heads of those countries. Take technical assistance for 
example, our agricultural and health programs. They are pretty well 
known by the people themselves, and they know where the support 
comes from. But I do not know how we can get away entirely from 
dealing government to government until such time as we replace our 
present Government support, particularly in the economic field, by pri- 
vate industry. When that happens, then of course we will have, as we 
have in our great country, the direct contact with industry and the 
people. 

Mr. Atexanper. Personally I want to thank you for coming here. 
I think it has been most helpful to get your views in regard to these 
matters, 

Mr. Farriess. Thank you, sir. 

Mr. Passman. Mr. Miller. 
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Mr. Miuier. Mr. Fairless, I think your statement has been most in- 
teresting and I am sure I share the appreciation of my colleagues for 
your frank presentation of the conclusions of your very fine Committee. 

I gather that one of the things we are all interested in is getting a 
dollar’s worth out of ev ery dollar we put into the program. 

Mr. Farrtess. That is right. 

Mr. Mirzier. And at the same time strengthen the program if we 
can by improved administration and also by improving its support by 
the American people insofar as it is of value and to their interest; 
to have the ile understand just what it is all about and why the 
large expenditures are being made. 


FOREIGN LOAN POLICY 


As I gather, one of your recommendations is that we should make 
future loans on the basis of sound currenc y and not have the rather 
nebulous idea of being paid back in some foreign currency that may 
or may not be worth as much tomorrow as it is today or was yesterday, 
and that we should have information on just where we stand on those 
deals rather than having it so confused that even those administering 
the programs do not always know what it is costing the American 
people. 

Mr. Farrtess. That is right. 

Mr. Miter. I personally think our American people are entitled 
to know as much about this program as national security will permit, 
bet I think it is a poor policy to attempt to becloud the issue because 

ve are afraid they might not go down the line on some one thing, but if 
we bury it with a lot of other things and talk about phases they do like, 
the public might approve in the whole many items that would in 
themselves be most unpopular. 

Your suggestions I believe have been construed 2 or 3 different ways, 
but my understanding is that one of your recommendations is that we 
segregate the economic features and put them in State Department 
funds when requests are made for this program; and the strictly de- 
fense items be separated and put in the Defense Department budget. 
Is that right? 


VALUE OF TRANSFERRING ESTIMATES TO OTHER DEPARTMENTAL BUDGETS 


Mr. Farrvess, Yes; all military in the Defense Department. 
Mr. Miter. You have been asked how, in your opinion, that would 
save money. DoI understand that you believe that if the Defense De- 
partment had to justify these funds there would be a better situation 
than that which exists today? There certainly is confusion before this 
committee. Mr. Hollister, as our chairman pointed out, said in effect 
that he could not discuss the military items because that was not in his 
shop. He approved them, he said, but he was not in the military field 
and that was the responsibility of the Defense Department. 

I happen to sit on the defense subcommittee, and there we get requests 
for military equipment, procurement, and production, and so on, and 
a lot of those funds are reimbursable so far as the Defense Department 
is concerned, but they are almost a sacred cow so far as our committee 
is concerned. They say, “This is what we have to finance for the 
mutual security program.” 
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Do you believe if the Secretary of Defense had to justify those items 
and they were charged against the Defense Department budget, it 
would make for a more economical situation because they would be 
scrutinized for their dollar value so far as the Defense Department is 
concerned rather than being something they have to ask for because it 
is coming in through another door? Is that your thought? 

Mr. Fairuess. I do not quite like the expression “coming in through 
another door,” but I think it pins down responsibility and also aids in 
administration. 

Mr. Mituer. You believe it would be more realistic if, for instance, 
the Defense Department came to the Congress and said, “We need this 
much money to pay for troops in Korea which otherwise would require 
our maintaining a larger army there than we are maintaining today, 
and therefore we can save money doing it,” rather than saying, “We 
have to supply so much for the mutual security program” and have it 
blended in, and so forth ? 

Mr. Farrtess. I think the cost of providing 20 divisions of Korean 
soldiers should be as important a part of our military budget as the 
item of 2 divisions of American soldiers. 

Mr. Passman. Will the gentleman yield? 

Mr. Mirzer. Yes. 

Mr. PassmMan. Those items are definitely justified by the Defense 
Department. Defense Department witnesses come before our com- 
mittee to justify them. I want the record to show that. 

Mr. Miter. Yes; except they justify part of the military expense in 
Korea before one subcommittee of the Congress and they have to 
justify the other part before another subcommittee. 

I am trying to smoke out your thoughts. You believe if it was all 
in one shop it would be easier to understand and less apt to lead to 
duplication ? 

Mr. Farrtess. You are talking about the military ¢ 

Mr. Miter. Yes. 

Mr. Farriess. Yes. 

Mr. Mirtier. How would these gray area projects be worked out? 
Would you have a formula to decide whether a road to be built in Iran, 
for example, was a military project or an economic project? We 
would always have that borderline in foreign assistance, because all 
of it if it is good would have a military value, and all of it if it is good 
would have an economic value. Who would decide what items will go 
in the military budget and what items in the State Department budget ? 

Mr. Farriess. We would hope the two Departments would agree. 
Failing to do that, you would have to have your higher authority make 
the decision. 

Mr. Mutier. You might even have to go to the White House level 
to decide it ? 

Mr. Farrtxess. The National Security Council. 

Mr. Mriuer. I think I understand you, and I certainly appreciate 
your views on this matter, which is of great interest. I do not think 
we all think alike on all of it, but I think our goal is the same. 

Mr. Farriess. Thank you. 

Mr. Passman. Mr. Jonas. 

Mr. Jonas. Mr. Fairless, I am not an active member of this sub- 
committee. Iam pinch-hitting for Mr. Taber today. 

Mr. Farrtess. Give my kind regards to him. 
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Mr. Jonas. I would like to elaborate briefly on the colloquy between 
the gentleman from Georgia and myself earlier with you. I agree with 
your idea that the two programs should be separate. I am not making 
any reference to what subcommittee of the Appropriations Committee 
should handle it. That is a detail to which I have not given any con- 
sideration. But I have long thought that the military aspects of this 
program should be separated from the economic aspects. But I won- 
der if you have given any consideration to the effect that will result? 
There is a tremendous opposition to what the public refers to as our 
“giveaway foreign programs.” People do not distinguish between the 
military and the economic aspects. Once you separate the military 
from the purely economic aspects, I think you will have far more difii- 
golly trying to sell the economic program, not only to the people but 

to the Congress. To that extent I would certainly agree with you that 

there is a lot of confusion. It is even confusing on ‘the floor. Every- 
day some Congressman gets up and calls it a giveaway program with- 
out distinguishing between the military and ‘the economic programs. 
Personally, not as a member of this subcommittee, because I have no 
voice in its deliberations and probably will not be present when the 
decision is made, but I think the two programs should be separated 
and should have been separated long ago. I agree with you that it 
does not make any difference whether we spend the money in some 
other country if it is being spent for the defense of our country. 

In conclusion I would like to say I enjoyed your discussion here 
thismorning. I would like to add my words to those of the gentleman 
from Kentucky, that we are all indebted to you and the members of 
your C ommittee for the contribution you have made to a better under- 
standing of this program. I am thankful you were willing to under- 
take it, and I think the countr y has profited thereby. 

Mr. Fareuess. Thank you. 

Mr. Passman. Thank you, Mr. Jonas. We are happy to have you 
sit in Mr. Taber’s place. 

I think we might prolong the hearing long enough to put these 
figures in the record. 


APPROPRIATIONS IN FISCAL YEARS 1956 AND 1957 


As to the funds being handled by this subecommittee—and certainly 
the credit goes to the former chairman of the committee—Congress 
finally appropriated for fiscal year 1956 and 1957 $1,868,605 ,000 less 
than the authorizing committee oni the Congress finally authorized. 

The record maybe should further show that the House Subcommittee 
on Appropriations reduced the appropriations for the 2 fiscal years 
$846,850,000 below what the Senate Appropriations Committee had 
allowed. 

Subsequent to the passage of these 2 bills for 2 separate years, it 
has been admitted by the department heads that no great program 
damage has been caused by the reductions and even now they have 
unobligated funds in the department. 

I certainly hope, Mr. Fairless, that you understand my position. I 
am profoundly thankful we have men of your stature to help improve 
this mammoth program. But I fear if this Subcommittee on Appro- 
priations should lose control and permit this to go into two other 
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money bills, that the savings I have just referred to would not be made 
in the future. You can do just so much work, and if you keep adding 
to the responsibilities of committees handling military funds, you 
know and I know they cannot give the sc rutiny to these requests that 
a separate committee can. And I hope you have not construed my 
remarks as being critical. I do not know of any way we can consider 
a bill of this size except to discuss it across the table. 

Mr. Farrtess. That is right. 

Mr. Passman. So please understand I am profoundly grateful to 
you, and I hope at some subsequent date you can come back, because 
I know your heart is in this program. I know you are interested i in 
establishing the right kind of prograin, and I can assure you if facts 
are presented whereby I could see it your way, I would gladly accept 
your views. 

We hope you can come back when we have present Mr. Taber, Mr. 
Ford, Mr. Wigglesworth, and other members of this committee who 
serve on the committee permanently. I do not think it will be neces- 
sary for you to ome back until we see what disposition is made of Mr. 
Dulles’ recommendations and your recommendations. 

Mr. Farrtess. Thank you. I have enjoyed it very much. You have 
been very courteous. 

TurspAy, JUNE 18, 1957. 


STATEMENT OF THE SECRETARY OF STATE 
WITNESSES 


DEPARTMENT OF STATE 


HON. JOHN FOSTER DULLES, SECRETARY OF STATE. 

ROBERT C. HILL, ASSISTANT SECRETARY FOR CONGRESSIONAL 
RELATIONS 

ROBERT G. BARNES, SPECIAL ASSISTANT FOR MUTUAL SECURITY 
AFFAIRS 

WILLIAM MACOMBER, SPECIAL ASSISTANT TO THE SECRETARY 


INTERNATIONAL COOPERATION ADMINISTRATION 


JOHN E. MURPHY, COMPTROLLER 
GUILFORD JAMESON, ASSISTANT DIRECTOR FOR CONGRESSIONAL 
RELATIONS f 
DEPARTMENT OF DEFENSE 


MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Passman. This morning we shall begin consideration of the 
request of the International Cooperation Administration for appro- 
priations for the fiscal year 1958. 


TRIBUTE TO DECEASED MEMBERS OF THE SUBCOMMITTEE 
Before we proceed, I should like to say this: Since we met last year 


two members of this subcommittee have been called to the great 
beyond, T. Millet Hand and Antonio M. Fernandez. 
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Mr. Gary. It was my privilege to serve with Mr. Fernandez and 
also with Mr. Hand on this subcommittee and on other subcom- 
mittees. They were very valuable members of the committees on 
which they served and they will be a great loss to the Congress. 
I know the entire Semmudadee joins me in paying respects to ‘these 
members who have passed on. 

Mr. PassmMan. We are glad to have with us this morning the Hon- 
orable John Foster Dulles, Secretary of State. Mr. Secretary, the 
committee will be pleased to hear from you at this time. 


GENERAL STATEMENT 


Secretary Duties. You have invited me to appear this morning to 
discuss the President’s proposals for our future mutual security pro- 
grams. 

Authorizing legislation has been approved by the Senate, but the 
House Foreign Affairs Committee has not yet reported out their bill. 
It has therefore not been possible for the President to submit a formal 
appropriation request, and I can speak this morning only in general 
terms of the proposals which the President submitted in his May 21 
message to the Congress. 

I 


As you know, the last year has been one of intensive review and 
study of our mutual security programs. Valuable hearings have been 
held by the Foreign Affairs Committee. Other studies have been 
carried out by the Senate, by two groups of eminent citizens reporting 
to the President, and by various competent private bodies. These 
studies are in general agreed in three basic conclusions: 

First that the mutual security programs are necessary to our 
national security and should be carried forward. 

Second, that these programs can be substantially clarified and im- 
proved through certain major changes. 

Third, that these changes should recognize the continuing nature 
of these programs by establishing a more businesslike approach. 

In the past, mutual security has been presented to the Congress and 
to the American public as a single entity; its different categories of aid 
have not been as carefully differentiated as they could be nor have 
they corresponded precisely to different purposes meant to be accom- 
plished. This has resulted in some confusion, both at home and abroad, 
as to the nature of these purposes and as to the degree in which they 
are served by different parts of the program. 

Actually our so-called foreign aid is a term given to several quite 
distinct programs. Each of these is addressed to different purposes. 
Each employs separate means. Each must be considered on its own 
merits. 

There are, in essence, four major programs. 

First, the mutual defense assistance program. This is designed to 
provide military equipment for allied and friendly military forces; to 
assure needed facilities; and to provide, for these purposes, necessary 
economic support. 

Second, the development assistance program. ‘This is to help free 
countries achieve economic growth. 
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Third, the technical assistance program. Under this program we 
share our skills with these same less developed countries. 

Fourth, the special assistance programs. ‘This is to meet particular 
needs and emergencies that cannot appropriately be met through the 
three preceding programs. 


II. MUTUAL DEFENSE ASSISTANCE 


This committee is fully alive to the seriousness of the Sino-Soviet 
military threat. International communism today controls manpower 
which is about fiye times as large as that of the United States. It has 
ereat capacity to create the most modern instruments of mass destruc- 
tion. It controls territories which provide staging areas for attack 
far more diversified and of much greater total strategic value than 
do territories under the sovereignty of the United States, and from 
them they can threaten the United States itself. 

What checks this power today is not any moral repugnance of inter- 
national communism to the use of force. It is the deterrent of the 
collective-security system we have heiped to build. 

No free country can by itself, alone, create this deterrent through 
its own resources and facilities. So we have a collective-security 
system which binds us and 42 other free countries in a common 
defense against a common peril. 

Since 1950, we have provided around $17 billion in military equip- 
ment, plus some supporting economic assistance, to our ailies’ military 
programs. During this same period, our allies have spent over $100 
billion for defense. They have also provided manpower for the armed 
forces of the free world, and they have provided sites for highly 
valuable bases for our and their forces. 

Without our assistance, these military programs of our allies could 
not have been carried out. 

With these programs, we are enabled to spend far less on our own 
military programs—and to achieve far greater security—than would 
otherwise be the case. 

Collective security is truly a case in which the whole is greater 
than the sum of the parts. And the instrument which creates the 
whole out of these parts is our mutual defense assistance program. 

This program consists of two elements: 

First, the provision of weapons and military equipment to friendly 
forces. 

Second, economic aid given to allied countries to compensate their 
economies for contributions made to the common defense. Many of 
the less developed countries—such as Korea, Taiwan, and Vietnam— 
cannot maintain the mutually agreed force levels without some outside 
support. 

This economic aid has been called defense support, but the same 
category has also included assistance to some of these same countries 
for other purposes, such as economic development. 

This labeling has produced misunderstanding, both at home and 
abroad. We believe that the term ‘defense support”’ should hereafter 
be used to describe economic aid granted solely in relation to a military 
program. Other forms of assistance to these same countries, especially 
for economic development, should be dealt with separately. 
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The President has requested that both these categories of assist- 
ance—military equipment and defense support—should now be 
authorized on a continuing basis. This action would make possible 
their future inclusion as a separate title of the regular appropriations 
for the Department of Defense. 

This inclusion would contribute to the clarification of the different 
purposes we are seeking to achieve. Military assistance is given only 
to increase our own worldwide, collective-security system, and 
defense s ed as now designed, is provided solely to support this 
military effort. Both are related more to our own defense effort than 
to anything loosely termed “foreign aid.” 

If this new approach is authorized by the Congress, the President 
will later submit an appropriation request for fiscal year 1958 for $1.9 
billion for the provision of weapons and military equipment, and $900 
million defense support. This totals $2.8 billion, and is approxi- 
mately three-fourths of what we are asking the Congress to appropriate 
this year for all the mutual security programs. 

Both of these requests have been ‘carefully screened by the executive 
branch in order to achieve the greatest possible security at the least 
cost. Witnesses from the Department of Defense and ICA will review 
these programs in detail. I should like to point out the great import- 
ance which these programs have in maintaining the free-world position 
in countries like Korea, free China, and Vietnam, and in supporting 
and modernizing the forces of SEATO, the Baghdad Pact, and NATO. 

There has been no outbreak of warfare any ywhere along the border 
of the Communist countries and the free world for several years now. 
But it would be unwise to take this for granted and fail to hold fast 
to the forces which have brought it about. These forces indispensably 
include local forces. 

Because these dipositions are still essential to our own security, 
approximately 40 percent of the funds now requested for military 
assistance will go to support the defense effort of those countries in 
the Far East around the perimeter of Communist China. Three- 
quarters of the funds requested for defense support will be used to 
assist the military effort of these same countries. 

The large forces which such nations as Korea, free China, and Viet- 
nam have been willing to maintain against the common threat are 
far too expensive for the economies of these nations to support. These 
economies would literally collapse under the burden without sub- 
stantial economic help—defense support—from us. We must, of 
course, weigh the cost of this aid. But, when we do, we should also put 
in the balance the far greater cost to us in money and manpower if we 
were required to station additional tropps in the area as a local 
deterrent. 

Another 23 percent of the funds requested for military assistance 
and 22 percent of those requested for defense support will be used to 
support the military effort in the Near Eastern area, embracing 
countries from Pakistan to Greece, where the Baghdad Pact links the 
military efforts of SEATO and NATO. 

Military assistance for our European allies next year will amount to 
about 36 percent of the total requested for this type of aid, to be 
largely devoted to modernizing the weapons with which these forces 
are equipped. No defense support is being requested for any of 
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these European allies. They are bearing the entire economic burden 
of their share of the free-world defense effort. In all of Europe, 
defense support is being requested only for Spain. 

Military assistance for Latin America will amount to 1.5 percent of 
the funds requested for the next fiscal year. 

Let me add this postscript: We are actively seeking, through United 
Nations procedures, ways whereby armaments can be safely reduced. 
But the task is immensely complicated by the fact that it is not safe 
for us to alter and weaken the military dispositions which protect us 
merely because of Soviet promises. There must be dependable super- 
vision and control of all promises, and procedures to assure that we 
may not be victimized by promises that are illusory. 

Today, the Soviet rulers propagandize volubly about peace and 
disarmament. But we do not yet know whether they are, in fact 
willing to accept the safeguards ‘and procedures which will make dis- 
armament safe for the free nations and make it prudent to base peace 
more on disarmament and less on deterrent and defensive strength 
and cohesion. 

Let us never forget these significant facts: 

International communism has seized by force or the threat of force 
all or major parts of nearly a score of nations, with aggregate popula- 
tions of about 900,000,000 people. No one of these seized nations 
was, at the time of seizure, protected by treaties of mutual security 
and the common-defense system created thereunder. But not one 
nation which did share in such a common defense has been lost to 
international communism. 

Such a record shows what folly it would be for us to agree to dis- 
mantle our common-defense system in reliance on unsupervised Soviet 


promises. It would be equal folly to dismantle that system by our 
own action and ourselves wreck or weaken the collective defenses 
which provide a proved deterrent against aggression at the least cost. 


III. ECONOMIC DEVELOPMENT 


The second main aspect of mutual security is that which helps less 
developed free countries achieve economic growth. 

Programs of military defense alone cannot assure that the free world 
will be maintained intact. There is also a threat to future independ- 
ence and freedom where moderate leaders cannot offer their peoples 
some prospect of escape from hopeless poverty and stagnation. 

Nineteen new nations have come into existence since World War II. 
A 20th—Malaya—will receive its independence in a matter of weeks. 
These nations contain about a third of the world’s population. Most 
of them are situated around the rim of the Soviet--Communist China 
bloc. 

These are nations where poverty is age old. But the apathy with 
which they have hitherto accepted that poverty is disappearing. The 
coming of political independence has aroused hope and determination 
to achieve also economic growth. The people demand leadership 
which will demonstrate that fact. If there is not such growth under 
moderate democratic leadership, that leadership may be swept away 
to be replaced by extremist leaders who, if not themselves Commu- 
nist, would be susceptible to Communist influence. 
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But there are serious initial obstacles in the way of starting the 
processes of economic growth. 

There is a shortage—sometimes an absence—of technicians. And 
with incomes at the barest subsistence levels, very little can be saved 
and invested. Without outside help, the prospects of economic 
growth are, indeed, very slim. 

It is these considerations which lead us to conclude that it is in our 
national interest to assist in the economic development of the less 
developed countries. 

As the most economical and effective way to do this, the President 
has recommended the establishment of a development loan fund. 

The purpose of the fund would be to place our development financing 
on a more businesslike basis, comparable to that of the World Bank 
and the Export-Import Bank. It would place primary responsibility 
for economic development where it belongs—on the receiving coun- 
tries—and it would provide development financing in ways which 
would stimulate these countries to greater self-help, and private in- 
vestors and other financing sources to increased activity. 

If the fund is to do this it must have assurance that adequate re- 
sources will be available to it over the next few years. This is the 
essential characteristic of any financial institution, and particularly 
of one designed to assist a long-term process like economic develop- 
ment. 

Potential borrowers and investment partners alike must have con- 
fidence that such an institution will not be here today and gone 
tomorrow—or that the scale of its activity will not alter drastically 
from year to year. 

So long as aid for dey elopment purposes is provided through annual 
appropriations, however, the receiving countries and other financing 
sources cannot know from year to year in what amounts such aid will 
be available. As a result: 

First, the receiving countries are not encouraged to tackle their 
long-term development problems, as distinct from short-term projects, 
in association with the United States, since we cannot hold out any 
assurance to them that they will be able to secure development financ- 
ing in future years. 

Second, it is difficult for us to work with private investors and other 
public lending institutions in ways which might increase their activity. 

The fact that we thus cannot stimulate either the receiving coun- 
tries or other financing sources to greater activity is the major defect 
of present methods of development financing. The resources which 
we can devote to this purpose are too limited to achieve their purpose 
unless they have a marked catalytic effect in mobilizing other re- 
sources. 

This catalytic effect can only be secured if we can convince other 
countries, private investors, and public lending institutions that we 
will stay the course. Failing this, they will be as reluctant to work 
with the fund on a long-term basis as you and I would be to work with 
a private bank if we did not know from one year to another what its 
resources would be or even whether it would still be open for business. 

How are we to secure this needed assurance of future resources, 
without which the fund would be but a new name for what we are 
already doing? This could not be done by a general declaration in 
the law or even by an authorization for future annual appropriations. 
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There would be no reasonable assurance under either of these pro- 
cedures that an adequate amount would be added to the fund’s capital 
in future years. 

We can achieve this assurance only by legislative action which 
makes specific sums available for use in future years. 

Although this assurance of continuity is essential, we recognize 
that the Corigress feels a responsibility to retain control over the fund 
so that, if it should not progress as we all hope, it will be possible to 
bring about necessary changes before too great an amount of public 
funds becomes committed. 

We have had this very much in mind and we believe we have 
devised a proposal which meets both requirements—that for the fund’s 
effectiveness and that for continuing congressional control. In order 
to do both these things we are asking: 

First, for an appropriation of $500 million for fiscal year 1958 and 
an authorization to borrow from the Treasury up to $750 million in 
each of the next 2 fiscal years—thus securing the necessary assurance 
of future resources. In all previous instances, provisions of this 
nature, such as the capital for the Export-Import Bank, the World 
Bank, and the CCC, have been approved on the recommendation of 
the authorizing committee alone. Nevertheless, because of the deep 
interest of your committee in this matter, we have drafted the pro- 
posed authorizing legislation so that it specifically provides that the 
authority to borrow would only be exercised with the consent of the 
Appropriations Committees. 

Second, that only the initial $500 million be available for obligation 
in fiscal year 1958. The amounts for 1959 and 1960 would not become 
available for use by the fund before these years, respectively. This 
would insure continuing congressional control over the fund’s re- 
sources. For it would enable the Congress to amend or curtail the 
fund’s activity before 1959 or 1960, if it so desired, with the assurance 
that the fund would not have obligated any of the resources that were 
to become available to it in these years. 

Full reports of the fund’s activities would be made to the Congress 
semiannually. And each year, under the provisions of the Govern- 
ment Corporation Control Act, we would submit to the Appropria- 
tions Committees a business-type budget covering the fund’s activities. 

If a fund were established which had assurances of specific future 
resources, it could provide its financing through businesslike pro- 
cedures specifically suited to its task. 

First, its financing would be on a loan basis. But, in order to avoid 
merely substituting for loans from existing institutions, the loan terms 
would be less rigid than those of existing institutions. Repayment, 
for example, might be in foreign currencies as well as dollars. 

Second, the fund would seek cooperation with private investors and 
established lending institutions. It could participate in joint financing 
with such investors or with the World Bank or the Export-Import 
Bank. It could not loan its funds where private investment or financ- 
ing by existing agencies would be available for the same purpose. 
Thus its activity should increase rather than reduce the activity o 
other financing sources. 

Third, the fund could be used only for specific development projects 
or programs which after thorough examination are found to be 
technically and economically sound and which could be expected 
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to contribute to the economic progress of the borrowing country. 
It would not be used to meet emergencies or other needs for short- 
term assistance. 

Fourth, the Senate has added a further provision that loan agree- 
ments would include a firm commitment to repay and that reasonable 
prospects of repayment would be taken into consideration in extending 
assistance under the fund. 

With respect to the size of the fund, I observe that most of the 
studies of economic development assistance which were conducted 
this year for the Congress, for the executive branch, and for various 
private organizations, agree that preaens development assistance 
programs do not provide resources of sufficient magnitude. Our own 
experience and our knowledge of pending projects in less developed 
countries testifies to this fact. 

I have served in the Congress and I understand and share its desire 
to hold Federal expenditures to the lowest level consistent with 
national safety. I believe the sums requested by the President for 
this fund are conservative figures. 

In this fiscal year we will finance over $400 million of developmental 
activities under our present categories of defense support and develop- 
ment assistance. Of this amount approximately 43 percent will be 
used to further economic development in countries of the Near East 
and south Asia, 32 percent in the Far East and over 10 percent in 
Africa. 

The need for assistance of this type, particularly in the African 
area where many countries have recently gained their independence, 
is steadily rising. We should be in a position to initiate economic 
development which will be sufficiently vigorous to attract funds from 
other sources and to stimulate domestic capital formations. 

To provide inadequate resources might be wasteful, for it would 
postpone the receiving countries’ achievement of a self-sustaining rate 
of growth and thus tend to perpetuate the requirement for United 
States assistance. 


IV. TECHNICAL COOPERATION 


Closely related to economic development activities which would be 
undertaken through the fund is our program of technical cooperation. 
This program has proved its worth as a long-term instrument of 
United States policy and, we believe, that it should continue sub- 
stantially as at present. The President has recommended an appro- 
priation of $168,900,000 for it next year. ‘This figure includes, in 
addition to our regular bilateral program, our contribution to the 
technical assistance program of both the Organization of the American 
States and the United Nations. 


V. SPECIAL ASSISTANCE 


The final category of our aid which I should like to mention is 
special assistance. 

There are some programs, like the malaria eradication program, 
that do not fit into any of the preceding categories. 

There will also be occasions when it will be in our national interest 
to furnish assistance which is not designed to support our common 
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defense effort and which could not properly be handled through the 
development fund or technical assistance. 

There are bound to be emergency situations which we cannot 
foresee and there are bound to be efforts we need to support without 
prospect of repayment. 

International communism is constantly probing to discover and 
exploit weak points within the free world. We cannot tell in advance 
where these weak points will develop or the amount of pressure which 
international communism will bring to bear. 

During the past few years there have been emergency situations 
in many places where immediate grant aid was necessary. Such 
situations have arisen in relation, for example; to Iran, Jordan, 
Hungarian refugees, and Guatemala. It can be soberly estimated 
that international communism would have gained spectacular vic- 
tories, and that freedom would have suffered tragic defeats, if the 
President had not had funds available to meet unpredictable emer- 
gencies. The fact that the President had such funds has meant on 
net balance a vast saving to the cause of freedom. 

To assist in dealing with situations of this nature we have proposed 
the establishment of a category of special assistance, for which the 
President is requesting an appropriation of $300 million for fiscal 
year 1958. This category is designed to serve three major purposes: 

First, to provide, primarily by. grant, economic assistance to meet 
needs of importance to our country which cannot be properly met 
through other categories of assistance. This will amount to a little 
over $100 million which is programed for special requirements in 
about a dozen countries, for our malaria eradication program and 
further assistance to the Hungarian refugees. 

Second, to meet unforeseen additional military or other require- 
ments above the funds programed and requested in other categories 
of assistance. This need 1s cf particular importance, not only to 
support the purposes of the Middle East resolution, but to assist in 
making the transition to the use of the development loan fund and the 
refined category of defense support. Approximately $100 million 
is requested for these purposes. It will not be available to increase 
the resources of the development loan fund. 

Third, to be prepared to meet emergencies and contingencies which 
cannot now be foreseen. Another $100 million is requested for this 
purpose which, in effect, represents a continuation of the special 
Presidential fund in the present act. The authority to waive certain 
restrictive legal provisions in dealing with these emergency situations 
is requested in the same amount as now provided. 


VI. CONCLUSION 





A detailed statement on al] the appropriations the President has 
requested is set forth in the classified presentation books which you 
have, and later witnesses will discuss with you the justification for 
each of these requests. I should like to make only one general point: 

The conditions which threaten the welfare of our country and the 
safety of our people are serious and will continue for many years to 
come. Each element of our mutual security programs is in the most 
literal sense vital to the peace and progress of our country. 
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We are all conscious of the importance of controlling Federal 
expenditures. However, the fact is inescapable that to the degree 
our mutual security program is reduced, the need for heavier expen- 
ditures in our domestic defense budget—and for greater draft calls— 
will be increased. Any reduction below the level requested by the 
President would be serious. A substantial reduction could be 
incalculably expensive. 

As the President said in his message to the Congress: 

There is only one sound way for us to achieve a substantial tax reduction. 
That way is to succeed in waging peace, thereby permitting a substantial cut in 
our heavy military expenditures. A substantial cut in these expenditures, in 
the face of present world conditions, would be foolhardy. 

On the other hand, there is good reason to hope that if we follow 
our course with patience and determination it will lead to the com- 
bined strengthening of the free world and the successful waging of 
the peace. This would make possible the lifting not only of our 
military burden but of the heavy burden of concern which weighs 
upon us all. 

NEED FOR EARLY HEARINGS 


Mr. Passman. Mr. Secretary, are you supporting the figures con- 
tained in the authorization request? 

Secretary Duties. Yes. You understand no formal request has 
been yet made for appropriations, but we do support the figures 
submitted in connection with the authorization request. 

Mr. Passman. You do have an authorizing bill from the Senate. 

Secretary Duties. That is correct. 

Mr. Passman. The authorizing bill is now pending in the House 
Foreign Affairs Committee, and we felt we should not delay the 
hearings of this committee until such time as an authorization bill is 
signed into law. That time could very well be as late as mid-July or 
even early August. Heretofore we have started hearings in the 
Appropriation Committee prior to the final enactment of the author- 
ization legislation, so we are doing this year as we have done in the 
past. 

ADMINISTRATION REDUCTION IN BUDGET ESTIMATE 


I might comment at this point, Mr. Secretary, that the original 
request submitted as a part of the budget was for $4,400 million, and 
that at a subsequent date the President agreed to request a lesser 
amount. 

How did you arrive at this reduced total? What considerations 
brought about the lower figure? 

Secretary DuLLEs. There was a revision by the Department of 
Defense of its estimates. The explanation will be made fully available 
to you by witnesses from the Defense Department, but it was their 
conclusion that through the use of supplies, and so forth, that were 
on hand, and through other various economies, it would not be neces- 
sary for them to ask for the full amount which they originally thought 
would be needed. The detail of that is quite technical and I would 
ask you to get the full explanation from the Department of Defense. 

r. Passman. Thank you. 
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UNOBLIGATED FUNDS IN MILITARY ASSISTANCE PROGRAM 


There was considerable criticism of the Congress for reducing the 
amounts requested last year, especially for military assistance. How- 
ever, it is my understanding there will be a substantial amount 
carried over that cannot be placed in the program, either as obliga- 
tions or reservations. Will you please comment on that fact? 

Secretary Duties. I do not know what the figure is. I think that 
there will be about $500 million carried forward. 

Mr. Passman. In unobligated funds? 

Secretary Duss. I believe so; yes. 

Let me say this: The details and the processes of the Department of 
Defense with respect to the handling of these funds are extremely 
complicated. 

I am in a position to support the policies under which these funds 
are allocated. I have to take the judgment of the military people 
about the handling of the details and the accounting practices and 
methods. They are extremely complicated. If I were to try to 
testify about those I am afraid I would give you misinformation. [| 
know you want to get your evidence on that from the best source 
available, and the best source available would be the Department of 
Defense and not me. 

Mr. Passman. Now, Mr. Secretary, the reason I asked the question 
is because on page 22 of your statement you say: 


Any reduction below the level requested by the President would be serious. 


I assumed from the statement that you had knowledge of the reduc- 
tions we made last year and you had knowledge also of the fact that 
funds are available this year which cannot be obligated or reserved. 

Secretary Duties. I made that statement, sir, not, as you will 
appreciate, because I have personal knowledge of the fact, but because 
that is the judgment and advice of the military advisers of the Presi- 
dent and myself. If you wish to get into the reasons why they feel 
that way you better ask them. 

Mr. Passman. I shall ask them. Nevertheless, I hope it is proper 
and in order for me to ask you certain questions about this matter 
because of your general statement as to the overall funds. 

Secretary Duties. Yes. 


SENATE BILL LANGUAGE AUTHORIZING THE DEVELOPMENT LOAN FUND 


Mr. Passman. If we may refer to page 15 of your general state- 
ment, you say: 


Nevertheless, because of the deep interest of your committee in this matter, 
we have drafted the proposed authorizing legislation so that it specifically provides 
that the authority to borrow will only be exercised with the consent of the 
Appropriations Committee. 


However, in referring to page 9 of S. 2130 it reads: 


In addition, unless disapproved in the appropriation act appropriating funds 
pursuant to the authorization contained in the preceding sentence, the Secretary 
of the Treasury is authorized and directed to make, beginning in fiscal year 1959, 
oo to the fund in amounts needed to cover obligations incurred against the 
und. 


Those statements are certainly different and could be interpreted 
differently, Mr. Secretary. 
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Secretary Duties. The whole plan for the development fund will 
be brought to the Appropriations Committees, but it will not be 
brought in a form which will require specific appropriations for 
future years. In other words, the borrowing power will be created 
at the present time but the language of the bill reserves to the Ap- 
propriations Committee the right to disapprove. 

Now, there will also be, as I pointed out, a requirement that a 
budget be annually submitted as in the case of the Export-Import 
Bank and other like institutions that have borrowing power and that 
in turn, I understand, requires affirmative action by the Congress. 

Mr. Passman. I would interpret your comment as meaning that 
consent of the Appropriations Committee would be required, but the 
bill which passed the Senate does not so state. It says: 


In addition, unless disapproved in the Appropriation Act ete ee ciat funds 
pursuant to the authority contained in the preceding sentence * * 


OPPORTUNITY FOR CONGRESSIONAL REVIEW OF ACTIVITIES OF DEVELOP- 
MENT LOAN FUND 


Secretary Duties. Mr. Chairman, this whole business will come 
before the Appropriations Committee, not annually, but the process 
of getting an appropriation of $500 million for this year and authority 
to borrow for the 2 succeeding years will itself all pass before the 
Appropriations Committees. 

Mr. Roonry. May I say something at this point in this regard? 

Mr. PassMan. Yes. 

Mr. Rooney. Mr. Secretary, at page 15 of your prepared statement 
you say: 

We have drafted the proposed authorizing legislation so that it specifically 
provides that the authority to borrow would only be exercised with the consent 
of the Appropriations Committees. 

I think it is clearly shown on lines 13 to 15, page 9 of the Senate bill, 
that such statement is not borne out. 

Secretary Dutuss. I think it is borne out, sir, because of the fact 
that this proposed legislation will come before the Appropriations 
Committees. 

Mr. Taser. This legislation does not come before the Appropria- 
tions Committees. This only comes before the authorizing com- 
mittees. 

Mr. Rooney. That is correct. 

Mr. Taper. If we were going to have it the way that your state- 
ment reads, the words “unless” and the “dis’’ on “disapproved” 
should be stricken out. Is not that what you understand? 

Mr. Passman. That is my understanding. 

Mr. Roonry. Exactly. 

Mr. Passman. This is the authorizing legislation in this case and 
will not be presented to our committee. 

Mr. Gary. What provision would be made for submitting to the 
Appropriations Committees the projects which would be carried out 
under this loan fund so that the Appropriations Committees would 
have an opportunity to pass on the desirability of the expenditure or 
loan? I use the words interchangeably because I do not think we will 
get back much of the money. 
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Secretary Dutuirs. The administration would plan to submit in 
the first place the annual budget which is required, as I understand, 
by general legislation on the subject and that will afford the commit- 
tee—and I do not know what committee the Congress will choose to 
refer it to—an opportunity to look it over. In addition the adminis- 
tration will submit to the Congress at least annually a full statement 
of the activities and operations of this fund and will afford the Con- 
gress a full opportunity to act if it wishes to curtail the activities of 
this fund. 

Mr. Lannam. That budget, though, would not include this $750 
million that you are going to borrow each year from the Treasury. 

Secretary Dutuzs. It would be a report on the use of that fund. 

Mr. Lanuam. It would not be included in the budget that would 
be submitted to this committee. 

Secretary Dutuxs. The use of the fund, the borrowing power, 
would be included in such a budget. 

Mr. Rooney. Is this not the Federal highway program all over 
again? 

Mr. PassmMan. Exactly. 

Mr. Gary. We will have every appropriation taken from the 
Congress and handled directly by the Administration. 














































FINANCING OF DEVELOPMENT LOAN FUND BY MEANS OF A PUBLIC DEBT 
TRANSACTION IN LIEU OF APPROPRIATION 





Mr. Passman. Mr. Secretary, do you favor a policy of obtaining 
funds for the development loan program by means of a public debt 
transaction in lieu of an appropriation request and review by this 
committee? 

Secretary Duuuns. Yes, I do, very definitely. 

Mr. PassMan. Then, on page 14, if I read your statement correctly, 
it says: 

Although this assurance of continuity is essential, we recognize that the Con- 
gress feels a responsibility to retain control over the ‘fund so the ut, if it should not 
progress as we all hope, it will be possible to bring about necessary changes before 
too great an amount of public funds becomes committed. 

Is that not an indication of doubt as to the advisability of handling 
the program on such basis, and of the questionable nature of the loans? 


DISADVANTAGES OF PRESENT PROCEDURES OF ECONOMIC AID PROGRAM 





Secretary Duties. No, sir. There is all the difference in the world 
between that and the present procedure which I consider to be a 
wasteful and improvident procedure of having to come each year for 
an appropriation with the illustrative programs. Now the process 
of getting up these illustrative programs is one which has to be gotten 
underway well in advance. It is known to the country where you 
are doing it that you are working on such an illustrative program. 
By the time the illustrative program is brought here the country in 
question feels it has a vested interest in it. Then by the time the 
appropriation is made and you begin to get ready to spend it, 1 or 2 
years have elapsed since you have gotten up the illustrative program 
and you are frozen into a position which almost requires you to go 
ahead on what may not prove at the time to be the most provident 
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way of doing it. That, in my opinion, is a process whereby we do 
not begin to get the full value for our money. 

Mr. Passman. Mr. Secretary, do we not handle all of the agencies 
which operate our own Government on such a basis? 

Secretary Duties. We do not handle the operations of the Export- 
Import Bank on that basis. The World Bank is not operated on 
that basis. There are a whole lot that are not. 

Mr. PassmMan. Those agencies are operating on capital funds which 
have been set aside for them. I am speaking here of our overall 
program. 

Secretary Duties. This is supposed to create a capital fund for 
this program. 













PLACEMENT OF DEVELOPMENT LOAN FUND UNDER EXPORT-IMPORT BANK 





Mr. Gary. Why do you not put this under the Export-Import 
Bank? 
Secretary Duties. Because I believe this fund, at least in the first 
instance, should be operated primarily as an instrument of foreign 
olicy. That is what it is for. If it is put under the Export-Import 
ank, it will be subject to tests and standards which are not appro- 
priate for this purpose. 

For instance, the Export-Import Bank is required to loan money 
primarily to promote the foreign trade of the United States. The 
money it advances has to be spent in the United States. That is not 
the best way of accomplishing this particular objective. I do not 
believe the people who are versed in handling money that way are 
the best people to do this. 

Mr. Gary. Is not the real reason the fact that the Export-Import 
Bank is limited to sound loans and these would not be sound loans, 
they would be soft loans that we really would not expect to get a 
return on? 

Secretary Duties. We would expect a return on them, although 
our expectancy would not be as high as in the case of the Export- 
Import Bank. 

At the present time this money in effect represents what we are 
giving as a grant, where there is no chance at all of getting it back. I 
think that there is a fair chance of getting a good deal of it back, and 
I feel it is folly from the standpoint of the United States and the 
American taxpayer to operate on a grant basis when I think we can 
accomplish the same thing on loans which at least will partially be 
good. 































FAIRLESS RECOMMENDATION ON FOREIGN LOAN POLICY 









Mr. Passman. Mr. Secretary, Mr. Benjamin Fairless, Coordinator 
of the President’s Citizens Advisers on the Mutual Security Program, 
appeared before this committee a few weeks ago. I think I could quote 
him to the effect that, in his opinion, these unconvertible loans should 
be discontinued immediately. That was his recommendation. He 
said it was dangerous practice for this country to control a great 
amount of currencies of foreign countries. It was developed during 
the testimony that these loans, to a large extent, were doubtful and 
would not be paid back and that we were accepting soft currencies 
not subject to repayment in dollars. Would you care to comment? 
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Secretary Duties. I think that there is a limit upon the amount of 
foreign currencies that we can usefully get. But I would say this: 
that foreign currencies are better than nothing, and where you have 
the objective and purpose in the interest of the United States of 
trying to promote the economic development of a country and your 
choice is whether to do it on a grant basis or a soft loan basis —where 
you only get foreign currencies—between the two I would take the 
latter even though it is not nearly as desirable as dollars. I do not 
assume that all, or even the great part of these loans, would be in 
foreign currency. That would be optional. I would expect that a 
good part of them would be in dollars 

Mr. PassmMan. Mr. Fairless stated, of course, that these soft cur- 
rency loans should be discontinued; that it would be preferable to 
make an outright grant than to accept these soft currencies in payment 
of loans. 

Secretary Dutuzs. If that is the total effect of his testimony, | 
would disagree with it. 

Mr. Passman. He was rather strong on that particular point. 

Secretary Dutuxs. I would be equally strong that I would rather 
get the foreign currencies than make a grant. 



















CONGRESSIONAL CONTROL OF FOREIGN CURRENCIES 











Mr. Passman. What control would Congress have of the foreign 
currencies, once the appropriation has been made? Would the 
Congress and this committee have any control of how the foreign 
currencies would be used? 

Secretary Duties. You would have the same kind of control that 
we have now. There are foreign currencies generated under Public 
Law 480. That law is generating a lot of foreign currencies and the 
Congress always knows what is going on and can always act. 















RESPONSIBILITY FOR DECISION 


Mr. Passman. Who makes the decision. Mr. Secretary, as to 
whether a loan should be repaid in dollars or foreign soft currencies? 

Secretary Duties. It would be made, I assume, by the director of 
the fund with the advice of whatever council or advisory committee 
is established with competence on that subject. I would hope that 
one judgment would be the judgment of the Secretary of State. 

Mr. Gary. Congress would not have any authority in that case. 

Secretary Dutuss. I think that it would be impractical to bring 
each operation back to the Congress. 

Mr. ALtexanperR. Mr. Chairman, there is some important legisla- 
tion on the floor and all the members of the subcommittee may not 
be here and have an opportunity to question the Secretary of State. 
I think that we ought to be on the floor of the House today. 

Mr. Passman. I think the gentleman is correct, but I will state that 
almost every year this request is presented to the Appropriations 
Committee a matter of only weeks before the adjournment date. This 
is a period during which we have numerous quorum calls and rollcalls 
- important legislation, so we have to handle the hearings on this 
rasis. 





4S TO FORM OF REPAYMENT OF LOANS 
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USE OF FUNDS GENERATED UNDER PUBLIC LAW 480 


Now, Mr. Secretary, you are familiar with Public Law 480? 

Secretary Dutuszs. Yes. 

Mr. Passman. Do you think this particular legislation should take 
into account the amount of money available under Public Law 480 
and the fact that the President may use surplus agricultural commod- 
ities in lieu of economic aid? 

Secretary Duties. No; I do not think the two things should be 
brought together. 

Mr. Passman. In effect, does not this accomplish the same purpose? 

Secretary Duties. No. The disposal of surplus agricultural com- 
modities does not promote long-term economic development. In the 
main, it is foodstuffs that are consumed right away, and while it 
helps to keep people alive, it is a totally distinct program from long- 
term economic development. 

Mr. PassMan. In the past, is not it true that a substantial portion 
of the economic aid program has been used for foods and other agricul- 
tural products? 


PURPOSE OF DEVELOPMENT LOAN FUND 


Secretary Duties. Well, some of it has, but the purpose here, 
through this development loan fund, is to confine ourselves to long- 
term development loans which will so develop the economy of the 
country that it will become self-supporting. It would be of no 
great value from the standpoint of a long-range program of the 
United States to deal with a country on such a basis that the same 
problem recurs year after year after year. 

Now, we want to try to create a,situation here whereby these 
countries will get off of the basis of having to get yearly grants from 
the United States, and they will do that if they seriously get to work 
to develop their own economies. That is what we are trying to do here 
now. The Marshall plan in effect did that. After the Marshall plan 
was put through it was not necessary to give any more economic aid 
to the countries that benefited from it. ‘That was a much more simple 
operation because in the case of the Marshall plan you were re-creating 
an industrial base which had existed. You had the know -how, 
you had the locations, and it was a relatively simple operation. This 
is @ more complicated and difficult operation because you are virtually 
starting from a nonexistent base. But the fact that it is a slower pro- 
gram to get going is not a reason for delay but a reason to get it going 
quickly. I am of the opinion that this program, if it gets underway, 
will produce in the countries a capacity to maintain their own econo- 
mies and to attract private capital so that we will begin to see an end 
to this program. That is the purpose of it. 

Giving away agricultural products that people eat does not accom- 
plish that purpose at all. 


ATTAINMENT OF OBJECTIVES IN CERTAIN COUNTRIES 


Mr, PassMAN. You made an encouraging statement—that we hope, 
sooner or later, to see the end of this program. 

It would appear to me, from the funds requested this year and, for 
that matter, the funds which have been requested for the past 2 or 3 
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ears, that the larger expenditure is now behind us, beginning with the 
initial program in 1958. Is not the annual expenditure now less than 
in previous years? 

Secretary Duuuszs. I believe it is; yes. 

Mr. Passman. And the overall goals, or objectives, have been to a 
large extent reached? Is it your understanding, Mr. Secretary, that 
our overall goals, or objectives, have to a large extent been reached, 
insofar as establishing a sound economy for the countries we have 
aided is concerned? 

Secretary Duuuzs. I would not say it has been reached. It has 
been reached very largely in Europe, although even in Europe there 
have been crises which so far have been met by other means than 
coming back to the United States for a grant. 

At the time of the Suez crisis the United Kingdom had to get 
credits of one sort or another—which were actually to some extent a 
drain on the United States—aggregating several hundred millions of 
dollars. 

The French position is difficult at the present time. That is partly 
due to the drain of the Algerian war. We have not felt the necessity 
of economic support and assistance to our allies in Europe now for 
several years, and we do not anticipate that that will recur. 

On the other hand, there are still problems in Asia and Africa which 
are not near solution. 

In the case of the Americas, they have made there sufficient progress. 
The initial business of getting their economies developed took place 
some years ago and they are now in the main able to meet their 
increased demands through private loans and Export-Import Bank 
loans and World Bank loans. 

Mr. Passman. The policy is well established. There has been 
many years’ experience with the program, and the larger annual 
expenditures are in the past. Would you agree that this statement 
is correct? 

Secretary Duties. Yes. I think that is correct. Ido not have the 
figures in front of me, but I think that is the trend of the figures. 


NEED FOR REVISED PERMANENT PROGRAM 


Mr. PassmMan. I ask the question for this reason, Mr. Secretary: 
With 10 years’ experience with the program, where to a large extent 
it has served its purpose, the policy is well established; and now there 
is the request for permanent legislation, and for the funds to go through 
the defense budget rather than through the Foreign Operations 
Appropriations Subcommittee. 

This would be something rather difficult to ae on the floor of 


the House. Would you care to comment as to why, at this late date, 
there should be a continuing resolution and a plan entirely 
different than the manner in which the program has been handled 
in the past? 

Secretary Dutizs. I think that in the past, the presentations that 
we have made, in fact, here before the committees, have indicated 
the fact that most of the money was for defense purposes. 

I think those who have heard those presentations understood it. 
There seems to be a good deal of public confusion about the matter 
and therefore, it seemed better to conform the form of our requested 
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en to the facts and not rely merely upon the explanations 
which we give to committees. 


UNOBLIGATED AND UNRESERVED FUNDS 


Mr. Passman. You have been very fair to this committee, Mr. 
Secretary ; but, on the other hand, the American people are asking the 
questions. With the reductions made this year, notwithstanding the 
criticism of the Appropriations Committee, there still is a half million 
dollars unobligated and unreserved. 

This would indicate the committee perhaps has as much knowledge 
of the needs of this program as the witnesses testifying for the pro- 
gram. I do not think the confusion would be altogether on the part 
of this committee in that after substantial reductions were made, we 
learned maybe a year later that the reductions could have been even 
more substantial, and still the program would not have been damaged. 

Those are some of the things we are going to have to explain to 
the membership, as well as to the country. 

Secretary Duuuzs. I am quite sure you will get adequate explana- 
tions from the Defense Department. That related to the defense part 
of the program. 

Mr. PassMAN. That is correct. 

Of course, in the President’s special funds, at least one of them, a 
similar situation would exist, that a very small percentage of the 
money has actually been obligated. 

Secretary Duties. You are referring to the Far East development 
fund? 

Mr. PassMan. That is correct. 

Secretary Dutues. Yes. That is quite true. The existence of the 
fund is extremely valuable and important and no doubt will be dis- 
cussed here when Prime Minister Kishi gets here tomorrow. 

Mr. PassMan. I think the President asked for $200 million. The 
committee and the Congress allowed $100 million. Yet, not even $100 
million has been obligated. 

Secretary Duuues. I would not say we have not been able to obli- 
gate it. We have not obligated it because we do not spend mone 
just because Congress authorizes and appropriates it. I hope you will 
commend us for that fact. 

Mr. PassMAN. We certainly do, Mr. Secretary. But the fact 
remains that the President asked for $200 million. The appropriation 
was for $100 million; and the $100 million has not been obligated, 
which is an indication the committee must have had some sound 
knowledge as to the needs of the program. 

Secretary Duties. The availability of funds is itself of immense 
value. There is such a thing, you know, as having a line of credit. 
The fact that you do not draw down all your credit does not prove 
that it is not useful to have a line of credit. 

Mr. PassmMan. I do not subscribe to that. If we should appro- 
priate all the money the various departments want, there may at 
times be as much as $150 billion on hand unexpended. 

Secretary Duties. I am directing myself to the particular item that 
you referred to. 

Mr. Passman. I understand that. 
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Mr. Gary. Mr. Secretary, I understand that a day or two ago you 
celebrated the 50th anniver sary of your connection with foreign 
affairs. I certainly want to add my felicitations to the many which 
you received on that occasion, and congratulate you that you have 
been able to serve in that field over such a long period of time and in 
such an important period of our history. 

Secretary Duties. You are very gracious, sir. 


METHOD OF ADMINISTERING PROGRAM IN 1958 


Mr. Gary. Mr. Secretary, how will the mutual defense funds be 
handled under the President’s proposal next year? 

Secretary Duties. They will be handled as a part of the defense 
budget. The policy guidance with respect to that portion of it will, 
however, remain in the hands of the President, acting in foreign 
affairs through the Secretary of State. 

The economic aspects will continue to be handled by the staff of the 
ICA because they are better versed in these economic problems than 
anyone in the Defense Depart ment, and it does not seem necessary to 
duplicate these staffs. They will, in effect, be put at the service of the 
Defense Department. That is the w ay Ww e plan it. 

Mr. Gary. But the funds will be a part of the defense appropria- 
tion; is that correct? 

Secretary Duis. Yes, sir. They will be appropriated to the 
President for the defense budget. 

Mr. Gary. They will be a part of the defense budget? 

Secretary Duties. Yes, sir. 

Mr. Gary. Which it has not been up to the present time? 

Secretary Dutuzs. No, sir. 

Mr. Gary. So that these funds will be buried in the forty-odd- 
billion dollars of our defense appropriations. It will be more difficult 
to determine just what part is foreign aid and what part is for our own 
military forces? 

Secretary Duties. No, sir. They will be distinctively appropriated 
to the President in the defense budget, but they will be kept distinct. 
They will not be buried in the defense budget. 

Mr. Gary. They will not be separately appropriated, however. 

Secretary Dutuxs. I would think they would be separately appro- 
priated. It will be a separate title. 

Mr. Gary. How will the economic development funds be handled? 

Secretary Duties. We propose that they should be handled as a 
part of the ICA activity under the policy guidance of the Department 
of State, but actually conducted by a Director, who would be probably 
part of the ICA. 

There has been some suggestion made it should be specially in- 
corporated. On the whole, we doubt the desirability of that, at least 
at the beginning, but I would say this: That until the authorizing 
measures are completed—of course, I do not know what the will of the 
Congress is going to be—our own feeling is that it probably would be 
better conducted as an unincorporated but distinct fund in the ICA, 
but directed as to policy by the Department of State. 

Mr. Gary. In other words, you are transferring the defense funds 
to the military, and the economic development to the Department 
of State? 
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Secretary Duuuss. Yes, sir. 
Mr. Gary. To be administered under a special setup within the 
Department of State, but the ICA will no longer be an independent 
agency? 

Secretary Duties. No. The ICA would continue to be an in- 
dependent agency as it now is. It is not planned to make any change 
in the ICA. The ICA is what you might call a quasi-autonomous 
agency which has its distinct staff and director, but operates under 
the policy guidance of the Secretary of State. 

Mr. Gary. So there would be no change in that? 

Secretary Duties. There would be no change in that. The fund 
would be set up as an independent body with its own director, within 
the ICA, drawing upon its economic capacities and abilities, staff, at 
home and abroad, but it would also take the policy guidance from the 
Department of State. 

Mr. Gary. That is your loan fund? 

Secretary Duties. That is the development loan fund. 

Mr. Gary. I assume that the technical cooperation and special 
assistance programs would also be handled by the ICA? 

Secretary Dutuzs. Yes, sir. There is no change. 

Mr. Gary. Under the direction of the State Department? 

Secretary Duties. That is correct. There is no change contem- 
plated in respect to those two items. 

Mr. Gary. I think that is all. 

Mr. Passman. Mr. Rooney? 

















480 





FUNDS GENERATED 





UNDER PUBLIC 





LAW 





OF 





AVAILABILITY 





Mr. Roonny. Mr. Secretary, there is presently pending on the 
House floor for consideration, possibly later this week, a bill to extend 
Public Law 480. It de veloped in the course of earlier consideration 
of that bill, the week before last, that the President has over $1 billion 
in foreign currencies generated through that program. 

Does the instant proposed legislation with regard to mutual security 
contain or provide for the use of any of that $1 billion in foreign 
currencies? 

Secretary Duuuzs. No, sir. 

Mr. Rooney. In other words, in addition to the $3,865 million 
presently requested by the President for the mutual security program, 
he has $1 billion in foreign currencies generated as a result of Public 
Law 480; is that correct? 

Secretary Duutxs. That is correct 

Mr. Roonry. And the bulk of those Public Law 480 funds are not 
under the control of Congress at all; is that correct? 

Secretary Duuuzs. Well, they are under the subject legislation that 
Congress passed, and can be subjected to congressional control. 

Mr. Rooney. Is it not the fact that at the present time the Presi- 
dent can use the Public Law 480 $1 billion in foreign currencies for 
any and whatever purpose he might deem proper? 

Secretary Dutuxs. I do not recall whether there are restrictions in 
the law or not, but he has broad discretion certainly as to the use of 
those funds. 

Mr. Roonry. Yes, and he could use those funds for many of the 
purposes envisaged in the $3,800,000,000 request presently before us? 
98522—57——8 
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Secretary Duuuss. I think that an analysis of the availability of 
those funds indicates that, because of the countries in which they are 
located and conditions which surround them, in fact only a very 
insignificant part could be so used. 














































DEVELOPMENT FUND FOR LONG-RANGE PLANNING REQUESTED 





Mr. Roonry. I noted this at page 12 of your prepared statement: 


So long as aid for development purposes is provided through annual appropria- 
tions, however, the receiving countries and other financing sources cannot know 
from year to year in what amounts such aid will be available. 

Is that bad, Mr. Secretary? 

Secretary Duties. Well, I think that it is important that there be 
a greater assurance of continuity than is the case at the present time 
in order to get these countries to engage in the type of project which 
will, in fact, lift up their economies, and make these recurrent annual 
expenditures less costly. 

That type of use of money generally requires projects of a fairly 
long-term range, which may go over several years, and in my opinion, 
the inducement to get countries and to get institutions, such as the 
World Bank, to go along on these projects—perhaps in partnership 
with these funds, and thereby assuming part of the burden—will be 
far greater if there is assurance now that there will in all probability 
be, let us say, a development fund of, we hope, about $2 billion, to 
be gradually created over the next 3 years. 

Mr. Rooney. I wonder at this point whether or not it is necessary 
for Mr. Kishi, of Japan, who is now out on the west coast brushing 
up on his golf preparatory to his visit to Washington, might not 
have to go through all that brushing up if the request of the adminis- 
tration for the current proposed appropriation were granted. 

He would not have to come here to find out how much he gets or 
to make demands upon us. Is that one of the reasons for this? 

Secretary Dunes. I do not understand that Mr. Kishi is coming 
here primarily for such purpose. 

Mr. Rooney. It has been widely carried in the press that he is 
coming here with a great many demands. 

Secretary Dulles. Sometimes the press is better informed toan 
tae Department is, but certainly we have no indication at all that 
Mr. Kishi is coming here to make any financial demands upon the 
United States. 

Undoubtedly one of the topics that will be discussed will be the 
possibility of developing Japanese markets in the free world, and 
preferably without developing them increasingly in the United States. 

Mr. Rooney. It is very refreshing to learn that he is not going to 
make any demands, I assure you. 





BUDGET ESTIMATE FOR NATO BUILDING 





Mr. Secretary, I note at page 2 of these worldwide summary state- 
ments that contained herein is a request, “NATO building fund,” in 
the amount of $2.7 million. If 1 am not mistaken, we had this request 
before my Subcommittee on Appropriations as recently as a month 
or two ago for $1% million for this same purpose. 
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Now, I find it here in another book entitled ‘“‘Mutual Security,” and 
the amount if $2.7 million. Would you please explain this? 

Secretary Duuuzs. I am told, Mr. Congressman, that it was your 
committee’s request that this should be handled through MSA. 

Mr. Roonsy. That is correct, but the request was $1 million, as 
recently as a month or two ago. Now I find it in this book at $2.7 
million. 

Secretary Du.uss. I am told that the explanation of that is that 
building costs have gone up in 6 months. 

Mr. Roonry. That was agreed upon in conference as recently as, 
I think, the 29th of May. Is it not the further fact that the proposed 
cost of this NATO building has gone up over $3 million since it was 
first proposed? 

Secretary Duuuzs. I could not answer that. 

Mr. Rooney. Is that right, Mr. Murphy? 

Mr. Murpay. I am not familiar with that either, Mr. Rooney. I 
am sorry. I will certainly find out and put it in the record. 

Ne: Rooster, Will you please insert at this point in the record the 
amount that this NATO building has been increased since it first 
came to the State-Justice Subcommittee on Appropriations? 

Mr. Murpny. Yes, sir. 

(The information following was supplied later:) 


EXPLANATION OF Cost INCREASE FOR THE NATO PERMANENT HEADQUARTERS 
BUILDING 


The building estimate of $6,200,000 which formed the basis for the NATO 
building request in the 1956 mutual security program budget was a preliminary 
architectural estimate computed at 1954 prices and using square footage and 
cubic volume factors rather than detailed specifications. At the present rate of 
increase of construction costs in France of 15 percent per year, price rises over 
the 4% years from 1954 to mid-1959, when the building is expected to be completed, 
will require an increase of $4,390,000 above the original estimate. The remaining 
$3,124,000 of the increase to the present estimate of $13,714,000 is for doubling 
the depth of the basement because of site conditions, altering plans to provide 
space for the German delegation, using natural stone facing, fluctuations from the 
original broad estimates made necessary by actual bids or more detailed specifi- 
cations, and provision of a contingency allowance on portions of the work for 
which contracts have not yet been let. 

The magnitude of the effect of inflation was not realized until bids on major 
portions of the work were received in the fall of 1956. These caused such con- 
cern that a review of the entire project was undertaken on an urgent basis. This 
review resulted in a cost estimate of $10,700,000, the United States share of which 
would have required an additional $1,500,000, the amount requested in the De- 
partment of State 1958 budget. At this time NATO requested a well-qualified 
firm of consultant engineers to reexamine thoroughly all the detailed specifica- 
tions and estimates. The survey just completed by this firm indicates that 
the building will cost about $13,714,000. Approximately three-fourths of this 
estimate, exclusive of provision for future inflation and contingencies, is based 
on actual bids and negotiations with low bidders. The United States share of 
this figure will require an additional $2,700,000, the amount of the present budget 
estimate. 


Mr. Rooney. If I am not mistaken, the proposed cost has increased 
from about $6 million, the original proposed cost, to well over $13 
million. I just do not understand this. 

Secretary Duuuss. I know there has been a considerable inflationary 
movement in France, where this building is, which has considerably 
increased the cost of such things, but I am not familiar with this 
particular item. 
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Mr. Roonry. Mr. Secretary, in the many arguments you advance 
for the granting of this total requested appropriation, you point out 
at page 22 of your statement that unless you get this money, the need 
for greater draft calls will have to be increased. 

Is it not the fact that it is presently proposed to reduce draft calls 
by 50 percent, right now? I believe I have read in the press within 
the past week that it is proposed to reduce draft calls by 50 percent. 

Secretary Duuuss. I think that is probably so; ves. That is because 
we are counting on this legislation. 


Mr. Rooney. That is all at the moment, Mr. 


Chairman. 










ASSISTANCE TO NEWLY FORMED COUNTRIES 















Mr. Natcuer. Mr. Secretary, as you well know, in 1900 Great 
Britain had some 60 colonies, occupying probably a fourth of the entire 
globe. In 1939 the population of the British Empire totaled, I believe, 
some 563 million people, and by estimate today we hear that the 
British Empire, in the year 1959, will probably have some 30 million 
people. 

As you further know, Mr. Secretary, Ghana has received its inde- 
pendence, and Malaya, I believe, receives independence in the month 
of August of this year. 

We apparently have focused a great deal of attention on Africa, 
I am just wondering, Mr. Secre oan realizing the situation as we do 
insofar as the new countries of the world are concerned and the situa- 
tion of the British Empire, just what commitments are we making in 
regard to these new countries from the standpoint of health, education 
and sanitation, or from the standpoint of economic assistance? 

Secretary DuLLEs. Commitments to whom? 

Mr. Narcuer. Let us take Malaya, for instance. Malaya receives 
her indepencence in August of this year. As you well known, Mr. 
Secretary, the different new countries that we have in the world 
today are probably not in a position to take care of themselves 
economically. 

Just how far can we go with our mutual security program in making 
commitments to these new countries, those countries which now have 
their independence and those that will receive independence in the 
future, from the standpoint of economic assistance? 

Just what is the policy of the Department in regard to the new 
countries of the world? 

Secretary Duuurs. So far as I am aware, we have not made any 
any such commitments. Of course, we do have some outstanding 
commitments, you know, to certain areas of what at one time were 
the British Empire areas such as India, Pakistan and the like, but 
we have made no commitments to Malaya and no commitments 
to Ghana. 

Mr. Natcuer. We have none with Ghana at the present time? 

Secretary Duties. No, sir. 

Mr. Natcuer. Mr. Secretary, what is the policy of the State 
Department at the present time in regard to new countries generally, 
from the standpoint of going to their assistance, economic ally? : 

What is the policy of the Department in regard to the new countries? 

Secretary Duties. We have no policy with regard to new countries, 
as distinguished from old countries. In general, our policy is to try 
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to keep countries which are now free countries, under democratic 
institutions, from falling under Communist control, where the Com- 
munists would get control of their manpower and their natural 
resources, and their strategic locations. 

That process is one which we have been engaged in for quite a little 
time, and I believe it is a sound policy, and in some of these situations, 
maybe new countries, maybe old countries, that in our opinion require 
us, if we want to achieve that objective, to extend some assistance to 
the economies of those countries, particularly to get them started on 
a self-sustaining basis. 

Each case is judged on its own merits, and there is no distinction 
made between new countries and old countries. You have got 
Thailand, which is an old country; you have Burma, which is a new 
country. We do not make any distinction between old and new 
countries. 

Mr. Narcuer. Mr. Secretary, since you have been Secretary of 
State, have you had occasion to discuss with representatives of any 
colony seeking independence, future plans from the sts andpoint of 
economic assistance that might be received from this country? 

Secretary Duties. No, sir. 


BUREAU OF AFRICAN AFFAIRS 


Mr. Narcuer. What plans, if any, are underway at the present 
time, Mr. Secretary, from the standpoint of establishing in the State 
Department a Bureau of African Affairs? 

Secretary Duties. We think that that is desirable, and I believe 
that legislation to that end is pending before the Congress. 


Mr. Narcuer. Are you of the opinion, Mr. Secretary, that the 
African states are important at the present time from the standpoint 
of receiving economic assistance, or technical assistance? 

Secretary Dutues. I believe that there will be occasions where the 
interests of the United States will be served by giving a certain amount 
of assistance, either in the way of grants, loans, technical assistance, 
to some of the countries of Africa. 

Africa is an area of immense importance to the free world. Com- 
munism is conducting a very active and vigorous effort to dominate 
that continent. If it should fall under Communist control, it would be 
a very disastrous and very expensive thing from the standpoint of the 
United States. 

Many of its natural resources are extremely important. Our whole 
atomic energy program at its inception was virtually dependent upon 
the resources of Africa; and, if the Soviet Union had access to those 
resources instead of us, the Soviet Union would today be vastly ahead 
of us, instead of our being, I think, well ahead of them in the avail- 
ability of fissionable material. 

Mr. Narcuer. Mr. Secretary, I feel that you should be commended, 
and the State Department, for the manner in which the Saudi Arabian 
conferences were held in this country several months ago. 

I feel as a citizen of this country, Mr. Secretary, that the results of 
the conferences held and the friendly relations built up with this 
country and King Saud of Saudi Arabia saved Jordan. 

Secretary Dutuxs. I greatly appreciate that expression, Mr. Con- 
gressman. 
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r. Narcuer. That is all, Mr. Chairman. 
r. PassmMan. Mr. Denton? 


ACTUAL INCREASE IN AMOUNT OF BUDGET FOR 1958 


Mr. Denton. Mr. Secretary, last year Congress appropriated $3.76 
billion in foreign aid. At that time we were told it was a serious 
reduction and would certainly affect the security of the country. 
Now, it develops that they did not spend a half billion of that. Now 
it is requested this year that they appropriate $3.8 billion plus, and 
also that they be permitted to spend that additional $500 million, 
which means that they are asking for an increase of $1 billion, or an 
increased appropriation of 30 percent. 

Do you know of any reason why the appropriation should be in- 
creased that amount when we are told we must decrease expenditures 
for domestic affairs, so that we will not have a depression that would 
curl your hair? 

Secretary Duties. I do not understand the figures quite the way 
you present them. 

Mr. Denton. Let me give them to you this way. Last year we 
appropriated $3.8 billion in round numbers. You are asking $3.8 
billion this year. You did not spend a half billion dollars this year. 
You want to spend that $3.8 billion and another one-half billion, 
which makes $1 billion more than you asked for last year. 

Secretary Duties. Well, it makes that more than we spent last 
year. 

Mr. Denton. $1 billion more than you spent last year. Is there 
any reason in the world why this agency should have a 30 percent 
increase over what they spent last year, when we are asking every- 
body else to reduce expenditures? 

Secretary Duuuxs. Actually, I understand that it is intended to 
keep the level of expenditures just about or very close to what it 
now is. 

Mr. Denton. All you intend to spend is about $3.3 billion? 

Secretary Duties. The total expenditures under all the aspects of 
this program are expected to be slightly over $3.8 billion. 

Mr. Denton. That is what you had last year and you did not 
spend a half billion dollars of that. 

Secretary Duuues. I think we did, sir. 

Mr. Denton. You said a minute ago that a half billion dollars 
would be carried over. 

Secretary Duties. We actually spent, I am told, just about $3.8 
billion last year. 

Mr. Denton. How do you have a half billion dollars reverting to 
the Treasury? 

Secretary Duties. About the only thing that I can keep track of 
is the rate of expenditures. There, I think I can understand what 
that means in spending money. I confess that when you get into 
these problems of obligations and commitments and authorizations, 
et cetera, you can easily get me all tied up. 

I would rather have you ask some expert in accountancy about 
these matters. I would just say this: That my understanding is that 
we spent last year about $3. 8 billion, and we expect to spend this 
coming year almost exactly the same, ‘about $3.9 billion. 
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Mr. Denton. You are carrying over an unexpended balance of 
about $7 million or $8 million; is that right? How much is that? 

Secretary Dutuss. $6.3 million, I am told. 

Mr. Denton. How much can you tap into that in order that we 
can make some savings here? 

Secretary Duuuzs. I am told that that is obligated; that it cannot 
be tapped. But I would really ask you, if you are anxious to get light 
on this question of obligation, commitments, carryover and all that 
business, please do not ask me. 

I can talk to you about the policy that is involved in these matters, 
but I am not an expert in accountancy. These are the most involved 
things that I know anything about. 


USE OF PUBLIC LAW 480 FUNDS FOR MUTUAL SECURITY PROGRAM 


Mr. Denton. Mr. Rooney spoke about the fact that there is about 
$1 billion in counterpart funds in foreign countries that are available 
for this purpose. If we can utilize those funds to be spent for this 
purpose, do you not agree with me that we ought to be able to reduce 
these expenditures that much? 

Secretary Duuuss. I believe that has been taken account of, and 
I do not believe that these funds that you talk about are, in the main, 
available for the purposes that are contemplated here. 

Mr. Denron. If we find that they are available and we can use them 
for that purpose, do you think we ought to reduce the appropriation 
by that amount? 

Secretary Duties. No, because I believe that has already been 
taken account of. I do not think, for example, that those funds can 
possibly be used to take care of such items as military equipment 
supplied by the United States. Now, certainly, I think you will 
admit that that cannot be financed by counterpart funds. 

Mr. Denton. Offshore purchases could be made that way. 

Secretary Duties. But there are practically no offshore purchases 
in this program. 

Mr. Denton. You are familiar with the testimony we had the other 
day about the Ryukyus, where they have a development fund they 
derived from the surplus supplies sent over there. They have $16 
million or $18 million in that fund. 

Let me ask you this: Do I understand this request for $3.8 billion 
is not all that you are asked to spend for this agency, but, in addition, 
you want to spend certain counterpart funds? 

Secretary Dutuxs. There are certain counterpart funds, but these 
counterpart funds are not available to meet the purposes for which 
we are asking these funds. 

Mr. Denton. You could use them for economic development over 
there. You could use them for technical assistance. You could use 
them for defense support over there if you could buy the goods from 
the other country. 

Secretary Dutuns. Yes; you could, but, in the main, you cannot. 
If you will just analyze this fund—— 

Mr. Denton. You would pay for local labor with the funds. 

Secretary Duss. It is not possible to take a gross figure of $1 
billion without figuring in what countries it is, and whether it can, in 
those countries, be used to serve these purposes. The big purpose of 
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this program, which takes most of it, is to provide military equipment 
from the United States. That is purpose No. 1, and it cannot serve 
that purpose. 

The second purpose is to supply economic support to these coun- 
tries that are using it. 

In the main, our Public Law 480 funds are not in those countries, 
We have a lot of Public Law 480 funds in India, but India is not part 
of this program. We have Public Law 480 funds in Indonesia. They 
are not part of this program. 

Mr. Denton. You have about $50 million or $75 million in India 
for development assistance. 

Secretary Duties. I am talking about the first item of the fund, 
which consists of the military equipment. No part of the funds in 
India can be used for that. That covers the great bulk. 

Mr. Denton. They do not have military assistance. 

Secretary Dutuss. I understand. The great bulk of what we are 
asking for is for purposes which cannot be met in any respect by Public 
Law 480 funds in India. 

Mr. Denton. You do not do anything but development assistance 
there? 

Secretary Duties. That is the reason why Public Law 480 funds 
in India cannot be used at all to help the great bulk of this program, 
which is for defense equipment and defense support, because India 
is not a part of that program. 

Mr. Denton. That is right, but India does have $50 million or $75 
million in appropriation, at least they had before, for development 
assistance. 

Secretary Duties. That is correct. 

Mr. Denton. You could use that money for that. 

Secretary Duties. The whole purpose of that is to enable India 
to bridge the foreign-exchange gap which exists in its 5-year program, 
and funds in India—rupees—do not help at all to bridge its foreign 
exchange gap. 

Mr. Denton. That is what I wondered about. This program is 
very largely foreign exchange, is it not? 

Secretary Duties. Yes; this is very largely foreign exchange. 
Practically all of it is foreign exchange. 

Mr. Denton. Because of the dollar shortage, you run into a big 
problem. 

Secretary Duties. Partly dollar shortage, but also it is partly the 
fact that these countries cannot buy the military equipment needed 
to equip their armies. They do not have the money to do it. That 
has to come from the United States. If they did buy it, they would 
have to have dollars, but they do not have either dollars or the 
economic capacity to earn them. 


REDUCTION IN ORIGINAL BUDGET REQUEST 


Mr. Denton. Just 2 other questions: Originally there was a 
request for $4.4 billion. You did not have anything to do with that, 
did you? 

Secretary DuturEs. No, sir. 

Mr. Denton. You do not know whether any justification was made 
before the Budget Bureau for that at all? 
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Secretary Duuuxs. I assume that there was. 

Mr. Denton. I understood from Mr. Hollister that there was 
practically no justification. It was just a figure they took. 

Secretary Duties. I do not know about that. I know that 
Defense request came up originally at a higher figure by $500 million, 
and later analysis proved that they could cut down the request for 
new appropriations by an amount, so they did cut it down. 


UNEXPENDED BALANCES 


Mr. Denton. You do have this money that is carried over, because 
they are long-term projects. 

Secretary Duties. You are talking about the economic develop- 
ment fund? 

Mr. Denton. Yes. You have a backlog of about $6.3 million that 
is carried over. What is the reason you carried that over? 

Secretary Duuuss. I understand that is because you have to have 
a backlog of resources to keep these military programs going. I 
would rather have you ask somebody else about that. 

Mr. Denton. I understood the reason you wanted to make the 
loans was because you wanted to have a continuity of purpose, but 
by obligating money for the future, money we have appropriated this 
year to be spent over 2 or 3 years, you take care of that now without 
your loan agreements, do you not? 

Secretary Duties. These funds that you are talking about are 
practically all, as I understand it, in the military phase of the program. 
There is no substantial backlog’ or carryover in the economic phase. 
Indeed, we are obligated under the law, I believe, to commit the great 
bulk of those moneys by the 30th of April. That is one of the great 
tragedies, I think, in handling this program and one that makes it 
very difficult. 

Mr. Denton. That is why so much was spent on the last day 
2 years ago. 

Secretary Duties. There should not be a last day. 

Mr. Denton. That is what we thought. That was our idea, too. 

Mr. PassmMan. Will the gentleman yield? 

Mr. Denton. Yes. 


RESERVATION OF FUNDS ON THE LAST DAY OF THE FISCAL YEAR 


Mr. Passman. I think the record will indicate that in 1 year, 
probably fiscal 1956, on the last day of the fiscal year, maybe even 
after 6 o’clock in the evening, the Department reserved or obligated 
22 percent of the total annual appropriation. That may indicate one 
reason why there are certain restrictions. 

Thank you, Mr. Denton. 


EFFECT OF “‘SOFT’’ LOAN POLICY 


Mr. Denton. Just one other thing about these loans. They are 
soft loans. 

Secretary Duties. Yes. I think that is a fair description. 

Mr. Denton. We made some soft loans to England, France, and 
our allies after World War I, and those loans were repudiated. We 
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made a loan to England and just the other day we had to extend the 
interest rate on it. 

Secretary Dutuss. That is right. 

Mr. Denton. I understand the purpose of the State Department 
is to make friends, but do you know any better way to make an enemy 
than to make a soft loan? 

Secretary Duties. You say the purpose of the State Department 
is to make friends. Let me say this: Not for one minute do I think 
the purpose of the State Department is to make friends. The pur- 
pose of the State Department is to look out for the interests of the 
United States. Whether we make friends, I do not care. I do not 
care in a lot of these cases whether they are friends or not. We are 
doing these things because it will serve the interests of the United 
States. 

Mr. Denton. I mean the State Department tries to maintain 
friendly relations with foreign countries. 

Secretary Duties. We try to maintain friendly relations with some 
foreign countries; not all. 

Mr. Denton. Do you not think that will cause hard feeling later 
when the soft loans come due and cannot be paid, if that is the case? 

Secretary Duturs. It may, but I do not care about that. If the 
making of these loans saves a country from communism, a people, an 
area, the loss of which to idesiten sia would be bad for the United 
States, I do not care whether they like us or hate us. We will have 
accomplished our purpose. 

Mr. Denton. What I am thinking about, you are accomplishing it 
now, but what will be the effect when the loan comes due and you 
cannot pay the soft loan? Will we accomplish our purpose then? 

Secretary Duties. I do not know. That will be a problem for 


some other Secretary of State, not me. 
Mr. Denton. I think that is all. 
Mr. Passman. Mr. Alexander? 


REASON FOR DELAY IN START OF HEARINGS 


Mr. ALEXANDER. Mr. Secretary, do you feel that we, as the 
Appropriations Committee, ought to get a full and frank accounting 
of how the taxpayers’ money is being spent on the so-called foreign-aid 
program? 

Secretary Duuuss. I[s there a fair and full accounting? 

Mr. ALEXANDER. I| say do you think we ought to get a full and 
fair accounting? 

Secretary Duties. Yes, sir. 

Mr. Atexanper. Do you know of any reason why we would not be 
able to get these recommendations say a month or so earlier than we 
do each year? 

Secretary Duties. | would say that they were unusually late this 
year because of the fact that this year, not only the Executive, but 
the Congress, was making a very comprehensive study of this situation. 

The House Foreign Affairs Committee, the Senate Foreign Relations 
Committee, and the executive branch undertook investigations. 
Reports and studies on this subject did not begin to come in until after 
the first of this year, and they all recommended changes in the pro- 
gram, which involved a considerable—a very great amount—of 
intensive work by the executive branch to adapt themselves to it. 
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For that reason, the matter was submitted later than usual this 
year, but I consider that that is unfortunate, and I would hope that 
in future years it could be submitted much closer to the first of the 
year. 

Mr. ALEXANDER. Has it not been about this time of year every 
year, Mr. Secretary? 

Secretary Duuues. I think it is later than usual this year. 

Mr. PassMaAn. Will the gentleman yield? 

Mr. ALEXANDER. Yes. 

Mr. PassmMan. I think the record will indicate that in 1953 the 
request came down to the committee on June 17; 1954, July 16; 
1955, June 13; 1956, July 1 

Secretary Duties. That is the appropriations requests. 

Mr. PassMAN. Yes. 

Secretary Duties. You see, we normally ask for the authorizations 
first, and do not put in our request for appropriations until after the 
authorization. I think this year is one of the latest in which we have 
made our request for authorizations. 

Mr. Passman. I think the record will indicate that in 1953 this was 
done on March 6; 1954, May 5; 1955, April 5; 1956, April 20. 

Mr. ALEXANDER. Mr. Secretary, the only point I was trying to 
make there, I think that this committee could do a much better job 
if these r requests could be made earlier in the session, because as you 
can see today, we are certainly working not under the best conditions. 

Secretary ‘Duties. I quite agree, and I believe that if the program 
is set up as we now propose, it will facilitate that very much. 

One of the great obstacles that we face is, in the economic field, the 
necessity of getting up these illustrative programs each year on an 
annual basis. If we can get rid of that, which is a terrible headache, 
and a terrible, wasteful way of doing these things, that w ould 
facilitate very much coming earlier. 


HANDLING OF ASSISTANCE FUNDS IN FOREIGN COUNTRIES 


Mr. ALEXANDER. Mr. Secretary, to whom is the military aid and 
the economic aid and the technical assistance turned over when assist- 
ance is given to a foreign nation? Is it the government, or just to 
whom is that turned over or handled through? 

Secretary Duties. It is handled through the government of the 
recipient country. Of course, we have in those countries so-called 
MAAG missions, military missions, which cooperate very closely 
with a recipient country with respect to the application and use of 
the funds for military assistance. 

We have the right to follow those things and do so. In the eco- 
nomic field, there are the missions abroad of the ICA. 

Mr. ALEXANDER. There have been, as you probably know, certain 
charges that we attempt to keep in power in certain governments 
and there is a feeling that those governments get the credit rather 
than the people of those nations. Would you have any comment to 
make on that reasoning? 

Secretary Duties. I do not think that we spend the money with 
a view to keeping any particular governments in power. We do try 
to keep Communists out of power, but we do not play favorites as 
between any aspirants for power who represent the true wishes of the 
peoples to be independent and have liberty. 
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Mr. AuexanpgErR. The point I am trying to make is would we not 
make less likely the growth of communism if the people of those 
nations had more knowledge and better information of what this 
country was doing. 

Secretary Dutixs. That might be so. We try to find ways to 
publicize what we do. We are not always as successful as we would 
like to be. 

FLIGHT OF CAPITAL FROM FOREIGN COUNTRIES 


Mr. Auexanper. In American Mercury of 1955, I believe Robert 
Denton said this: 

The total amount of capital that has fled from countries receiving our aid or 
that has been invested by the nationals in private gold hoards may even exceed 
the total amount of our foreign aid since 1945 of $50 billion. 

Is it true that foreign countries or people within those countrie® 
who are recipients of our aid, particularly with respect to capital 
investments, have been pouring millions of dollars yearly into United 
States capital markets? 

Secretary Duties. I expect that there has from some countries 
been a substantial export or flight of capital, but I think if you analyze 
that on a country-by-country basis, you would not find that there 
had been any appreciable flight of capital from the countries to which 
we were at the time giving assistance. 

Indeed, I would think that our assistance has encouraged the capital 
there not to flee, and the flights of capital have been unrelated to our 
assistance in any way. There may have been, for example, some 
flights of capital from such a country as France, but not at a time 
when we were giving assistance. 

Mr. ALexanper. Do you think there are such safeguards that none 
of our foreign aid would be gobbled up by certain individuals in the 
government, or otherwise, and so used back in this country? As I 
understand it, the capital is really what helps the country. 

Secretary Duties. That is right. I think that we do all that we 
can in that respect. I would not want ever to guarantee that there 
were no loopholes. 

One of the troubles that we have is sometimes, in the case of cur- 
rencies, we have to deal with currencies which are sometimes over- 
valued and speculators in currencies make some money. I cannot in 
frankness deny that that is a possibility which exists in some countries, 
but if your program as a whole is beneficial to the United States, I do 
not think you could stop it just because there are occasional abuses 
of it. These would be very occasional, in my opinion. 

Mr. ALExANDER. Do you feel that we should spend money on a 
Soviet satellite that from all indications is determined to remain a 
Soviet satellite? 

Secretary Duties. May I answer this off the record? 

Mr. Passman. Yes, indeed, Mr. Secretary. 

(Discussion off the record.) 


FAIRLESS REPORT ON LOANS TO FOREIGN COUNTRIES 


Mr. PassMan. I was referring earlier to the Fairless report. This 
is a direct quotation from that report: 


In our views loans by the United States repayable in the inconvertible currencies 
of foreign nations are undesirable, and the practice of granting them should be 
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terminated. Our relations with other countries will suffer from the United States 
control of large amounts of their currencies. The soundness of the loan device 
should not be jeopardized by inviting repayments in foreign currencies which 
cannot be freely spent by the United States. 

I thought I should clear the record by quoting the report verbatim. 

Mr. Taser. Mr. Secretary, when you were before the other body, 
did you give them any information off the record that you feel you 
should give to us? You may respond to that question off the record 
if you so desire. 

Secretary Duties. I did not appear in executive session before 
either the Foreign Relations or the Foreign Affairs Committees. 


ESTABLISHMENT OF LOAN FUND 


Mr. Taser. There are some provisions in this legislative authority 
which to my mind are extremely dangerous. For instance, I have 
heard those items that Mr. Passman referred to earlier, but then, 
following that, on page 10 of the bill, is a setup or the establishment of 
a revolving fund which has no relation or connection with the annualiza- 
tion of these operations, and it provides for the setting up of those 
funds in a separate fund without a requirement for consideration of 
them. Those things, if the loan policy is an effective operation, 
practically destroy any control of the whole situation by the Congress. 

I do not know whether you care to discuss that or not. 

Secretary Duties. Yes; I would be glad to say a word or two about 
it. 

The present process of control is in our opinion an unfortunate 
process, and one which is not in the interest either of our foreign policy 
objectives or of getting the most for our money. This business of 
having to come in every year with these justifications on the basis of 
illustrative programs tends to force these programs into short-range 
things which do not operate to get the country finally off our backs, 
because they do not go to fundamentals. 

Mr. Taser. Here is why I am disturbed: We have had this Com- 
modity Credit operation in Agriculture; we have had the housing 
proposition, and we have had this operation under Public Law 480 of 
the 83d Congress, 2d session. 

Mr. Gary. We also have had the highway program which is the 
largest of all. 

Mr. Taser. Every one of those things has worked badly in that 
way. That is why experience leads me to believe this would work 
badly. 

Secretary Duuuzs. All I can say is that our present system surely 
works badly, and I believe we have got to find some way of doing this 
which would enable us to take a longer range view of it, and not 
require us to come up in advance with these illustrative justifications 
which is almost a suicidal way of conducting the operation. I believe 
that if the Congress is willing to give this authority, subject to an 
accounting and reporting, so it can stop it, it is going to be infinitely 
better, and in the long run will be more economical than the present 
basis of having to justify all these things in advance. 


HIGHWAY PROJECT IN JORDAN 


Mr. Gary. Mr. Secretary, in that connection a friend of mine who 
has recently returned from Jordan reported to me that they are con- 
structing a highway in Jordan to which we were contributing funds 
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and that they are lighting the highway with electricity. We do not 
light our highways in this country. 

If the Congress does not have an opportunity to look over projects 
of that kind, where do we stand? I am not going to ask you to give 
us the facts on that project, but I hope to get the facts before these 
hearings are concluded. I would not expect you to carry details of 
projects of that kind in your mind, but I cite it now simply to show 
that someone has to look into these individual projects, and we think 
it is the duty of Congress to do so, and I am going to look into this one. 

Secretary Duturs. You are looking into it after it happened; 
are you not? 

Mr. Gary. Yes. 

Secretary Duties. Under the existing system you did not have an 
opportunity to check it. 

Mr. Gary. We were not told that they were going to electrify the 
highway ; I will admit that. 

Secretary Duuuzs. I will say to you that the present system is not 
working very well. 

Mr. Gary. I agree with that, but I do not think it is going to 
improve it any to take the control entirely away from Congress. 


NEED FOR DEVELOPMENT LOAN FUND 


Secretary Duties. Well, I think that it is not going to take con- 
trol entirely away from the Congress. It is going to take the pressure 
off the Executive, and all these governments to devise more or less 
short-term programs which have to be rushed in here on an annual 
basis for justification. 

I am absolutely confident that the money will be more prudently 


spent for better purposes if it is not done on an annual justification 
basis. If you do not find it is working that way, you can stop it, 
but I wish you would give us a chance to see if we cannot make it 
work that way a lot better. 

I think the confusions and deficiencies which admittedly exist in the 
present program are largely due to the way in which we are now 


operating, and unless we can find a better way, it is going to be a very 
costly operation. 

Mr. Gary. We cannot stop it after we have committed ourselves 
for 3 years. 

Secretary Duties. You are not committed to 3 years in advance, 
because we are not asking for authority to obligate money until 1959 
and 1960, respectively. 

Mr. Gary. However, after we have authorized it, then, there is 
nothing we can do. It does not come back to the Congress for an 
appropriation. Therefore, we have no control over it. 

Secretary Dutuxs. It does not come back to Congress for an 
appropriation, but it comes back to Congress for a report, and you can 
always stop it if it is not going well because the money will not have 
been obligated in advance. 

Mr. PassmMan. Mr. Wigglesworth, do you have any questions? 

Mr. Wiaeieswortn. In other words, Mr. Secretary, do I under- 
stand that at the time we make appropriations for 1959 a program 
would be submitted in this connection of what you contemplate 
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obligating in 1959 so that if the Congress did not approve it for any 
reason, it could veto it? 

Secretary Duties. No, sir; we would not submit an advance pro- 
gram of what we are going to do in 1959. What we would do is to 
submit a program of what we have done in 1958 so that if you do not 
think we maar tannin the thing well, or that some other form of con- 
trol is necessary, you can then impose them and we will not have obli- 
gated the 1959 funds, or the 1960 funds. 

Mr. WiaG.Leswortn. I understand. 

Mr. Secretary, I have been on this subcommittee a good many 
years, as you know. I think you have given us the clearest and 
simplest overall presentation that I have listened to. I think it is 
very helpful. Personally, I am very glad that various changes in the 
method of administration have been recommended in the light of the 
investigations that have taken place both on behalf of the ‘President 
and on behalf of the two Houses of the Congress, because I believe 
that insofar as they are approved by the Congress they will make 
for more economy and efficiency and greater clarity in the minds not 
only of the Congress but of the people as a whole. I think if the 
people understand clearly just what this program is designed to do and 
just how much is intended for each purpose, it will dispel a great deal 
of the misunderstanding that has existed heretofore. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 


MILITARY ASSISTANCE REQUESTS 


Mr. Wiaeieswortu. As far as the military requests are concerned, 


Mr. Secretary, I understand that they contemplate appropriations of 
about $2.8 million, or about three-fourths of the entire request for 
mutual security in 1958; is that correct? 

Secretary Duuuzs. Yes, sir. 


CONTRIBUTION OF FOREIGN COUNTRIES TO MUTUAL SECURITY 
PROGRAM 


Mr. Wice.LeswortH. You point out that in this field since 1950 we 
have made available about $17 billion against $100 billion by our 
allies. In other words, our allies have put up about $6 to every $1 
that we have made available in this field; is that correct? 

Secretary Dutuzs. That is approximately, sir. It is very difficult 
to make an exact measurement. There is some economic support 
there, and then they, in turn, have certain contributions they make in 
terms of manpower ona locations, and the like, which are hard to put a 
dollar figure on, but I think that that is approximately correct. 

Could I elaborate by answering that question just a bit further? 

Mr. WiaeLesworts. Certainly. 

Secretary Duties. I would like to point out that what we are really 
trying to build here is something comparable to the collective security 
systems which we all enjoy in the communities in which we live. We 
all contribute to a common police force, we contribute to a fire depart- 
ment, and so forth, and in that way we get greater collective security 
than if each one spent all his own money in ‘his own home and in his 
own locele. 
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The cost is less, and the security is greater. I think it is demon- 
strable that that basic principle which we all apply in terms of our own 
community is equally valid when it comes to the society of nations. 
The idea that this is foreign aid and because some of this money is 
spent abroad, and that, therefore, it is not in the American interest, 
is just as fallacious as to say that it is silly to contribute to a police 
department or a fire department because the whole of the police de- 
partment and the whole of the fire department is not located in your 
own back yard. 

Mr. WiecLesworts. Am I also correct that through this military 
assistance portion of the program we have helped develop and equip 
some 200 divisions of friendly military forces, including some 27,000 
aircraft and some 2,500 combat naval vessels? 

Secretary Duties. That is my recollection. The defense witnesses 
will fill that out in more detail, but the total of our forces available to 
the defense of ourselves and others is vastly in excess of anything that 
we could provide for ourselves without almost prohibitive defense 
budgets. 

Mr. Wiea.esworrn. In other words, any drastic reduction in the 
military assistance portion of the program would lead to increased 
expenditure and increased manpower on our part as an offset? 

Secretary Duuuss. Yes, sir. 

Mr. Wiacieswortn. I do not wish to presume upon the Secretary, 
but Mr. Chairman, I think I will withhold further questions for other 
witnesses who will follow him. 

Mr. PassmMan. Mr. Ford, do you have any questions? 


DEVELOPMENT LOAN FUND 


Mr. Forp. Mr. Secretary, I am not entirely clear as to how you 
will substitute this $500 million for what we are currently doing. 

What will be the program which this will replace? 

Secretary Duuuzs. It will replace the program which is principally 
grants, but also up to a certain percentage which the Congress has 
stipulated in soft loans, for economic development purposes. It will 
mean that all developmental activity will henceforth be in terms of 
loans. None of it will be in terms of grants; that is, to the extent of 
this development fund activity, and it will, I hope, be for a longer 
term and more basically constructive purposes than is now practicable 
when we are operating virtually on a year-to-year basis. 

Mr. Forp. As I understand it, the fund itself is not limited to any 
geographic area, but has worlc twide availability? 

Secretary Dutuuzs. It is not limited at all in terms of geography. 
The only limitations I would say are limitations which would result 
from the application of the principle. Areas or countries which have 
a capacity to borrow from private sources or from the World Bank 
and whose economies are sufficiently developed and sufficiently free 
from political restriction to have access to other markets would not 
have access to this fund, but that is not a geographic limitation. 

Of course, the fund is not available to the Soviet Union or Com- 
munist China. 
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ITEMS OF APPROPRIATION TO BE REPLACED BY DEVELOPMENT LOAN FUND 


Mr. Forp. What item in the fiscal 1957 appropriation bill would 
be replaced by this particular request? 

Secretary Dutizs. At the present time we are doing about $415 
million of development fund work which appears for the greater part 
in the economic section of the present law, but which is also to some 
extent included in what is now called defense support. 

I forget just what the breakdown is between those two items. 

Under the present section 201 there is approximately $182 million 
for development assistance and then in what is now called defense 
support there is about $233 million. This new fund would be in re= 
placement of those two items in. the 1957 legislation. 

Mr. Forp. In addition to this proposal there is defense support of 
something like $900 million? 

Secretary Duties. Yes, sir; that is the approximate figure. 

Mr. Forp. In other words, this proposal will replace in part defense 
support, and in part outright grants for economic assistance? 

Secretary Duties. It will replace the part of what is now called 
defense support which is really a misnomer, because it is really for 
economic development, and has no particular relationship to defense. 
Under the practice which has prevailed up to the present time it has 
been customary to call defense support any assistance that we give 
to a country to which we were also giving military support. That 
is one of the sources of confusion. This would eliminate and throw 
into the development fund that portion of what is now defense support 
which really is designed to serve economic development purposes and 
which we think ought to be taken out of the category of defense sup- 
port and put more on its own merits to see if it will justify a loan from 
the development fund. 


FUNDING OF THE DEVELOPMENT LOAN FUND 


Mr. Forp. As I understand it, the request is for $500 million in 
this loaning authority for fiscal 1958, and any part of that which is 
not obligated in fiscal 1958 would be continuously available in succeed- 
ing fiscal years? 

Secretary Duties. That is correct. Assuming that this operation 
continues to receive the merit and the soprnne of the Congress, we 


want to look to a total available capital, you might say, for this 
development fund, to be accumulated over the next 3 years, of $2 
billion. But we do not want to have to spend it on this basis such as 
we are under pressure to do at the present time because of the necessity 
to commit to avoid lapses. That is not a good way to do it. I do 
not know how much of this money we will spend, or how rapidly. It 
is like setting up any other financial institution or a bank. You sup- 
ply it initially with a certain amount of capital and then you try to 
spend it prudently. In other words, you need the capital so as to be 
able to attract the proper type of project, but I would not want to 
forecast that we would necessarily spend it or try to spend it all in the 
first year. We have to have it there in order to be able to consider a 
better type of economic project than that which has, I think, been too 
dominant in the past, and where we will appraise these things more 
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from the standpoint of whether they are really going to inerease the 
capacity of the country to develop itself with the aid, perhaps, of 
private capital and we will be able to apply new and better criteria 
than has been the case heretofore. I do not mean to say that the 
loans heretofore have not been necessary loans, but they have been 
more of a kind that kept the country going on what you might say a 
year-to-year basis, than of a kind which were designed to make it 
unnecessary for a country once its development got underway to have 
to come back to the United States. 

Mr. Forp. Under 8. 2130 if it should become law, it is contem- 
plated that in fiscal 1959 there would be $750 million in addition 
made available? 

Secretary Duties. That is correct. 

Mr. Forp. And an additional $750 million made available in fiscal 
1960? 

Secretary Dutuzs. Yes, sir, that is correct. 

Mr. Forp. Let us take this hypothetica! situation: Suppose that 
the Congress had not completed action on the appropriation bill for 
this program for fiscal 1959 prior to July 1, 1958. Would the execu- 
tive branch of the Government have the automatic authority to 
draw on the $750 million, or would it be necessary for the Congress 
to take affirmative action before such withdrawals could be made? 

Secretary Duuturs. The executive branch would have the right to 
draw the money down irrespective of appropriations by the Congress 
just as the Export-Import Bank does, for example. It would take 
affirmative action by the Congress to stop it. 

Mr. Forp. In other words, if this provision becomes law on July 
1, 1958, the executive branch of the Government would have avail- 


able the $750 million automatically? Subject, however, to any sub- 
sequent action of the Congress in reducing it, or making no part 
of it available? 

Secretary Duuups. Yes, sir. 

Mr. Forp. And the same would be true for the following fiscal year? 


AUTHORITY OF CONGRESS TO CURTAIL OPERATIONS OF DEVELOPMENT 
LOAN FUND 


Secretary Duties. Yes, sir. We would be operating, really, on the 
basis of telling the Congress what we have done, rather than by at- 
tempting to forecast in advance what we are going todo. That latter 
process we have been trying to operate under, and I do not think it 
ean be made a success. The Congress will have before it the report 
of the operations and everything that we will have done with the $500 
million which will be appropriated for 1958. 

If the Congress does not feel that this new system is working well, 
it will be able to cut if off. Butif it does not cut it off, then we would 
go into 1959 with additional borrowing authority up to $750 million. 

Mr. Forp. The repayments which are made on any of the loans 
made under this section, do they become a continuing part of the 
capital structure of the organization? 

Secretary Duis. Yes; they would go back to the fund and reduce 
pro tanto the needs for more money. I would say, however, that we 
do not anticipate that there will be much in the way of repayments 
during the first 3 years, because in the case of loans of this type it will 
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probably not be practical to get much in the way of, or anything in the 
way of, principal or much in the way of interest back until the opera- 
tion itself has advanced far enough to be income, producing and, ac- 
tually, to add to the strength of the economy of the country where it is, 
At that point it will begin to come back but I would not think it is 
safe to figure on very much coming back during the first 3 years 

Mr. Forp. Assuming that the full $2 billion is eventually made 
available and you begin to get some return in the way of repayments 
and interest, does the language in the Senate bill give the Congress 
authority to subsequently withdraw capital from the fund? 

Secretary Duuuns. I think there is no expressed language, but that 
would be an inherent power by Congress to do so. 


LOANS TO INDIVIDUALS 


Mr. Forp. Is it contemplated that loans to be made would be 
made to governments or to individuals in these respective countries? 

Secretary Duties. Well, there is no specification one way or the 
other there. I would assume that the greater part would be made 
to governments, but we also contemplate the possibility, for example, 
of making guaranties, perhaps, to private concerns who will be actually 
putting up the money themselves, and I would hope that, perhaps, 
through the use of that provision we would increasingly be able to 
deal with private investors and stimulate their activity rather than 
to keep it entirely on a government-to-government basis. 

Mr. Forp. Mr. Secretary, by and large, | think the new program 
is an improvement over the ones we have had in the past and I hope 
that all the forecasts that have been made will bear fruit and we can 
look forward to greater success in the future. Thank you. 

Mr. Passman. Mr. Miller, do you have any questions? 

Mr. Miuuter. Thank you, Mr. Chairman. Mr. Secretary, while I 
have served on related subcommittees, | am a newcomer in this group 
and I am particularly pleased at having an opportunity to hear your 
fine statement. Both as an American citizen and as a Member of 
Congress, I would like to convey my personal appreciation to you 
for the tireless work, the tremendous energy and the great personal 
sacrifices which you have devoted to the Nation and for our common 
good. 





BETWEEN MILITARY ASSISTANCE AND DEFENSE 


ASSISTANCE 


DIFFERENCE 








I think that we have suffered all along the front in this Department, 
and other governmental departments, with overlapping agencies, and 
overlapping terms. There are some overlapping terms here that, 

erhaps, my newness in the field is responsible for my confusion, but 

would like to ask you at the present time—I realize that some of these 
programs have progressed under different terminology—whether there 
is any difference in your thinking today between ‘‘Military assistance” 
and “Defense assistance.”’ 

Are they synonymous terms? 

Secretary Duuuss. “Military assistance’’ is the actual hardware— 
the guns, the airplanes, spare parts and the like. The broader term 
is designed to cover as well the financial and economic assistance 
needed to enable the country to maintain its military establishment. 
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Mr. Miuuzr. The distinction is of one referring definitely to hard- 
ware—arms, ammunition and tangible property—and the other 
includes the financing of the objective and related programs. Is that 
the difference? 

Secretary Duties. Well, I would not say related programs. It 
relates to the financing of the defense program. 

Mr. Mruuer. Of the hardware? 

Secretary Dutuss. Yes, sir; that is right. You see, you take a 
country like Korea, for example, there are two necessary components 
there. One is to supply the Korean forces with military equipment, 
but the country is so impoverished, having been overrun twice, that 
they cannot alone, unaided, maintain the number of divisions which 
we think it is important for them to do, and therefore to be able to 
use this military equipment effectively. We have to assist the Gov- 
ernment in that portion of its budget which relates to the pay, cloth- 
ing, and the like of the soldiers. 

Mr. Miter. If we supply, for example, tanks, we will say, of course, 
that is obviously hardware, but under which term would uniforms or 
cloth for uniforms come? 

Secretary Duties. The items of uniforms would come under mili- 
tary assistance. 

Mr. Miuuer. That seems to be logical. 


DIFFERENCE BETWEEN DEFENSE SUPPORT AND DEFENSE ASSISTANCE 


Coming to the next set of terms, “defense support,” as opposed to 
“defense assistance,’’ what is the distinction there? 

Secretary Dunurs. The phrase, defense assistance, covers the 2 
components, 1 of military assistance, which is the hardware equip- 
ment, and the like, and defense support. In other words, the two 
elements of military assistance and defense support combined are 
called defense assistance. 

Mr. Mituer. Defense assistance includes both. 

Secretary Duties. Yes, sir. 

Mr. Mituer. Do I understand that “defense support” and ‘defense 
assistance” are synonymous? 

Secretary Duturs. No, sir; defense assistance covers both defense 
support and military assistance. 


DIFFERENCE BETWEEN DEVELOPMENT ASSISTANCE AND ECONOMIC 
DEVELOPMENT 


Mr. Miuier. Now, then, when you come to ‘development assist- 
ance” and “economic development,”’ what are the distinctions there, 
if any? 

Secretary Duutuzs. I do not think there is any distinction between 
development assistance and economic development. 

Mr. Mituier. With respect to economic development, does that 
include any part of defense development, or is it entirely separate? 

Secretary Duturs. The economic development will be entirely 
separate. 

Mr. Miuugr. And it will not include any of the defense or military 
items? 

Secretary Duutuns. No, sir, 
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Mr. Miter. It is sometimes misleading and confusing. 
Secretary Duxes. I am not surprised in that you are confused, 
Mr. WiacieswortsH. Will the gentleman yield? 

Secretary Duuues. I get quite a bit confused myself. 

Mr. Mruuer. I yield. 


PROPOSED PROGRAMS IN AUTHORIZATION BILL 


Mr. Wiceiesworrs. Is it not fair to say that under the new pro- 
posals you are submitting there are really just three classifications; 
military aid, economic aid, and emergency aid? 

Secretary Duuues. Yes. Technical assistance is treated separately, 
That is really a part of your economic development. 

Mr. Miter. Mr. Secretary, that is quite helpful to me, at least. 


DEVELOPMENT LOAN FUND 


With regard to the development assistance, I understand this year 
you are proposing a new approach through the formation of the devel- 
ment loan fund; is that correct? 

Secretary Duuuzs. Yes, sir. 

Mr. Miuurr. That will be directed, and the staff will be the same 
as the ICA organization as it is now set up, and you will have a director 
of the development loan fund? 

Secretary Duties. Yes, sir. 

Mr. Mitter. Are you his director? Are you the next echelon 
above him, as Secretary of State? 

What is the chain of authority in that regard? 

Secretary Dutusrs. That has not been finally decided by the author- 
izing legislation. The Senate contemplates, as I recall, an advisory 
council of which the Deputy Under Secretary for Economic Affairs, 
now Mr. Douglas Dillon, would be the Chairman, and then I would 
be above him. 

Mr. Mituer. It would tie in with the State Department but it 
would be, in a sense, as far as the personnel is concerned, an independ- 
ent agency; is that right? 

Secretary Dutuss. Yes, sir; it would be independent in personnel. 
It would be under the policy direction and guidance of the State 
Department, and the Secretary of State. 

Mr. Miter. The legislative as well as the appropriation requests 
that are being made are to set that up with funds that are not 1-year 
funds? In other words, to have a loan authority that carries over 
beyond the 1 year? Is that the chief new element in this program, or 
one of the principal ones? 

Secretary Duties. I would say that is a principal element in the 
program. The effort to operate long-term economic development 
through 1-year funds in my opinion has not proved successful and 
in order to get the maximum value for our money and to buy the 
kind of things which will gradually bring this thing to an end, I 
believe we have got to have longer range funds just like a bank or 
financial institution does. 

I think we want to approach the system of the Export-Import Bank 
and the World Fund, and I hope we could be able largely to go out of 
business in favor of those institutions as we get this thing going, and 
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begin to get some of these countries started in the way of economic 
growth. The beginning of economic growth is the hardest thing of all. 
Once it gets going, then it attracts outside capital to it. It produces 
funds which lead to an accumulation within the country of capital, 
and I would hope that the time would come when these areas would 
attain a position which has been attained very largely—not entirely, 
but largely —by the Latin American countries since they in large part 
are able to get their funds on the public market. 

For instance, Venezuela has gotten about $1 billion, I suppose, of 
private capital i in the last few years. I would hope that these coun- 
tries would be able either to gét their funds on the public market, or 
from the Export-Import Bank and sources of that kind. That: is 
our goal. 

I believe that, under this system, we can arrive at that goal much 
more quickly and surely than we can under the present system. 


CRITERIA FOR LOANS FROM DEVELOPMENT LOAN FUND 


Mr. Mitxier. Am I correct in my understanding that this fund 
would be used for loans believed to be in the national interest, but 
which would not be eligible, because of uncertainties or the local situa- 
tions, for World Bank or for Export-Import Bank loans, but in no 
case would these funds be used for loans that could be financed through 
either or both of those two banks or through private capital? 

Secretary Duties. Yes. We would make it a cardinal precept that 
before making any loan here we would ascertain that neither the 
World Bank nor the Export-Import Bank itself was prepared to do it. 
If they are prepared to do it, this fund should not function in that 
field. Our whole purpose is to try to bring it about as rapidly as 
possible, so that in these countries they will develop sufficient credit 
so they can get these loans from other sources and then this fund 
would cease to operate as regards them. 

Mr. Miutuer. And you would make two determinations: In other 
words, before a loan was made, you would determine, first, that it 
was in the national interest, and, secondly, that it could not be secured 
through the other channels? 

Secretar y Dutuzs. Yes, sir. 


FUNDING OF THE DEVELOPMENT LOAN FUND 


Mr. Mituier. To clear my own confusion, you are asking at this 
time for loan authority, I believe it is $750 million for 1958 and 1959? 

Secretary Duties. We would ask for an appropriation of $500 
million for 1958, and borrowing authority from the Treasury for 
$750 million each in 1959 and 1960, for a total over that 3-year period 
of $2 billion. 

Mr. Miter. In this year’s budget, $500 million would be actually 
appropriated; is that sorveet?: 

Secretary Duties. Y es, sir. 

Mr. Mituer. And the authority to borrow would also be provided 
for the subsequent years? 

Secretary Duties. Yes, sir. 

Mr. Miter. But it would not be appropriated for at this time? 

Secretary Duties. No, sir. 
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ic DETERMINATION AS TO WHETHER PROGRAM IS ECONOMIC ASSISTANCE 
L Mr. Miter. Now, just one final question, Mr. Secretary: I think 
1 I follow your thought about the dividing of the program so far as 
d the military angles are concerned, and have that carried and justified 
in the Defense Department budget, but when we come to the gray 
ys area of programs that have a military significance and they also have 
re an economic significance—in fact, that is true of almost every item, 
f to some extent, that you might have—who will make the determina- 
2 tion as to a specific program in a particular country, as to whether 
re that is classified as military assistance or whether it is classified as 
= economic assistance? Who will have that responsibility? 
” Secretary Duties. I suppose in principle, at least, if there was a 
| difference of opinion, it would go to the President, but I believe that, 
| under the new setup here, there will be very little difficulty in operating 
the two. There is considerable difficulty today in separating the two, 
and, indeed, our present term of ‘defense support” does include a 
wide category of things. But your defense support under the new 
d project will be money which will go in for immediate relief to enable 
It the country to carry the military establishment which our Defense 
a Department judges is necessary and useful in the common interest. 
o That will be a quick, short-term operation. It is going to enable, 
h sav, the Government of Korea to pay its soldiers this year. 
: The development fund will be used only for long-term, development 
st projects, which will not assist a country to meet its current military 
0 budget, and I think that the two things will rather readily separate 
t. themselves under the new setup and there will be less confusion than 
st in the past, and less of a gray area. 
8 Mr. Mituer. It occurs to me, Mr. Secretary, that while, of course, 
it we all realize that the final decision as to any serious conflict of views 
d on almost any phase would eventually go to the White House, there 
are so many of these programs, and so many of them that are inter- 
.r related, that if the Defense Department is operating on them from 
it one angle and the State Department or the ICA on another angle, 
d there is bound to be initially a great deal of confusion unless somewhere 
fairly far down the line there is a desk where someone says “this one 
goes into that channel and that one into this other.’ I just raise 
that thought because sometimes simplifications become more complex 
when you create a coordinator who is not in a position to coordinate. 
Secretary Dutuxs. Yes. 
is Mr. Mituer. Thank you very much. 
)? 
0 CONGRESSIONAL CONTROL OF DEVELOPMENT LOAN FUND 
1 Mr. Lanuam. I notice that Mr. Miller made the statement that 
while the appropriation for the $500 million would be made this year, 
y that the appropriation for the $750 million would not be made. 
As a matter of fact, it never will be made; will it? 
Secretary Duties. No, sir; that does not call for appropriating 
d action. 





Mr. Lanuam. In other words, the Congress is, in effect, losing its 
control over its funds? 

Secretary Duuuszs. It is exercising controls by granting this 
borrowing authority. 
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Mr, Lanuam. I think that is giving it away instead of exercising it, 

Are you setting up a new outfit to make these loans—the develop- 
ment loans? 

Secretary Dununs. The outfit would largely be drawn together 
from the people who are working in this field now. 


PERSONNEL REQUIREMENTS FOR DEVELOPMENT LOAN FUND 


Mr. Lanuam. It would be a different organization? 

Secretary Duis. It would be a distinctive organization. 

Mr. Lannam. It would require a number of extra employees? 

Secretary Dutuzs. No; I think that it would require fewer. 

Mr. Lannam. How could you operate a new organization with 
fewer employees than you have now? 

Secretary Duties. Because we would discontinue a type of opera- 
tion which I consider to be unnecessary, which is these economic 
missions scurrying around in countries today with the representatives 
of the various countries trying to work up these ‘“‘quickies.”’ 

Mr. Lanuam. Trying to get them to take our money? 

Secretary Duties. No. 

Mr. Lannam. That is what has been going on in the past. 

Secretary Dutuxs. Trying to find projects which will fit into the 
present scheme of things. The present scheme of things is not very 
good. 

ADVANTAGES OF DEVELOPMENT LOAN FUND 


Let me make this clear: There is a basic decision that a country 
requires a certain amount of money in order to be saved. Let us 
assume it is a right decision. Then you get the second question—how 
are you going to spend that money? At the present time, we have 
to be thinking of ways to spend that money so we can come to the 
Congress with justifications. We are under great pressure to do it. 
We do not know when these plans are initiated what the conditions 
are going to be later on. Then the money has to be spent within a 
very short period of time and there is not the time of long-range 
planning there ought to be in order to get the best results for our 
money. I think we can get along with many less people under the 
new system than under the old. The Export-Import Bank has a 
relatively small number of employees. It does some work, and this 
development fund should do some work in helping these countries 
develop their economic plans, but it would be much more simple to 
have these countries work up their plans, bring them here to the 
development loan fund for study and appraisal, and I think the tempo 
of activity and the number of people required to carry it on could 
probably be substantially reduced. 

Mr. Lannam. I recall there was testimony in past years—you did 
not do it, but somebody in the Department that was handling this 
foreign aid would go out and suggest to different countries what proj- 
ects they might start.. They did not wait for the countries to request 
aid, but actually went out to see if they could not get them to start 
some sort of project. 

Secretary Duties. I do not think that is quite the accurate way to 
put it. 
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Mr. Lannam. It might sound better to put it in another way, but 
that is what you were doing. 

Secretary Dutxes. It is quite true that in many of these countries 
they do not know best themselves how to develop their own economy. 
How was the economy of the United States developed? In large part 
by the investments of England and France who sent people over here. 
They conceived a large part of these projects. The same is true of 
South America. The railroads and ports were largely developed by 
people who came from abroad and knew how to do it. 

Mr. Lanuam. That was private initiative. That is quite a differ- 
ent thing. That was private initiative and was done in the hope of 
making a profit. Here you have the Government going out and 
spending the taxpayers’ money to teach these people what they ought 
to want. 

Secretary Dutuzs. I think the question you raised is—if the inter- 
ests of the United States require these countries be developed and 
become self-supporting, what is the best way to do it? I think often- 
times we can give good advice as to how to do that, better than if we 
leave it to them. 

(Discussion off the record.) 

Mr. Lanna, It has taken you a very long time to find out that the 
year-by-year appropriations are not working properly. It seems to 
me that 10 or 11 years is a long tome to be finding out that fact. 

Secretary Duties. I think we have almost every year sought 
greater authority and greater discretion than the Congress has given 
us. This year, as a result of obvious deficiencies in the plan, there has 
been a reexamination of it by the Congress, both branches of the 
Congress, and by the Executive and the reports that have come in all 
indicate that changes along this line are desirable. 

Mr. Lanuam. Who had the idea of this borrowing from the Treas- 
ury? Where did that originate, the idea of borrowing from the 
Treasury rather than getting an appropriation? 

Secretary Duties. I do not know where it originated. It probably 
originated from the analogy to the Export-Import Bank, 






































REASON WHY WORLD BANK CANNOT HANDLE PROPOSED ACTIVITIES OF 
DEVELOPMENT LOAN FUND 







Mr. Lannam. Will you explain why this development program 
could not be handled through the Export-Import Bank and why the 
World Bank could not handle these loans? It seems to me that it 
would be much better to have them handled that way than to set up 
a new organization to handle them. 

Secretary Du.uns. If the Export-Import Bank is going to handle 
them, you will have to set up a new organization. 

Mr. Lannam. I meant the World Bank. You explained why the 
Export-Import Bank could not handle them. 

Secretary Duties. You are talking about the World Bank? 

Mr. Lanuam. Yes. It is for development. That was its purpose, 
was it not? 

Secretary Dutuxs. Yes. 

Mr. Lanuam. I cannot see why the two plans cannot be integrated 
in that bank. 
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Secretary Duties. We hope there will be a considerable amount 
of integration, but that bank is an international institution; it draws 
its money from all the countries of the world and has no mandate to 
function to promote the interests of the United States. This opera- 
tion is an operation which is conducted from the standpoint of the 
national interests of the United States. We are willing to take 
chances on losses if in the process we promote the interests of the 
United States, and that could never be made a proper purpose of the 
international bank. 

Mr. Lanunam. I think that is a logical and clear explanation. 


GROWTH OF INTERNATIONAL COMMUNISM 


Mr. Passman. Mr. Secretary, referring to your statement, on page 
9 you say: 

International communism has seized by force or the threat of force all or major 
parts of nearly a score of nations, with aggregate populations of about 900 million 
people. No one of these seized nations was, at the time of seizure, protected by 
treaties of mutual security and the common defense system created thereunder. 
But not one nation which did share in such a common defense has been lost to 
international communism. 

Now, dealing specifically with the monetary phase of the overall 
program, where would Yugoslavia and North Vietnam fit in that 
category? 

Secretary Duties. Well, neither Yugoslavia nor Vietnam was 
part of any mutual assistance treaty system at the time that com- 
munism took control. 

Mr. PassmMan. At a subsequent date they were recipients of large 
sums of American aid. 

Secretary Dutuxrs. At the present time the Republic of Vietnam is 
a recipient of considerable parts of American aid and is covered by 
the southeast Asian security treaty. 

Mr. Passman. About the area of Vietnam that fell to communism? 

Secretary Duties. That is not covered by the treaty and is not a 
recipient of any money. 

Mr. Passman. Had not we spent substantial sums in that area? 

Secretary Duties. We gave a considerable amount to the French 
in that area; yes. 

Mr. Passman. In Yugoslavia have not we spent considerable sums 
of money, and would not Yugoslavia be outside of this list to which 
you refer in your statement? 

Secretary Duturs. Yes, we have spent considerable money on 
Yugoslavia to help them maintain their independence. 

Mr. PassmMan. I was not questioning the merit of what was done, 
but noting the fact that a person reading the statement could readily 
conclude this entire program had been successful and that we envision 
no losses. It could conceivably transpire that the amount of money 
we have spent in Yugoslavia will eventually prove to be an unsound 
investment. 

Secretary Dutuss. Off the record. 

(Discussion off the record.) 
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ORIGINATOR OF PROPOSAL TO FINANCE DEVELOPMENT LOAN FUND BY 
MEANS OF A PUBLIC DEBT TRANSACTION RATHER THAN BY AN 
APPROPRIATION 












Mr. Passman. I should like to be informed specifically as to who 
proposed the policy of obtaining funds by the public debt transaction 
in lieu of an appropriation request from this committee. 

Secretary Duties. While I do not claim any monopoly of the idea, 
I am prepared to say that I, myself, strongly sponsored the idea, 
Indeed, I had suggested it within the executive department for several 

ears. I felt this should be organized more along the lines of the 
Biase vdeepert Bank from the standpoint of having long-term availa- 
bility of funds. I strongly advocated it again this year, particularly 
in the light of the reports that came in. I think others did also, but 
I am not ashamed to take the principal responsibility. 

Mr. Passman. By law we assign specific capital to the World Bank 
and the Export-Import Bank. 

Secretary Duuuzs. Yes. 

Mr. Passman. Those matters come through the committee, and 
they obtain the funds out of the Treasury without having the money 
of eran ? 

ecretary Duties. Yes; the Export-Import Bank gets its money 
through borrowing just like this would be. 
















LONDON DISARMAMENT CONFERENCE 









Mr. Gary. Mr. Secretary, it would seem that our best hope for 
reducing our Federal budget is by disarmament. Could you tell us 
briefly, either on or off the record, what the present situation is as to 
the disarmament conferences that are now underway and what 
commitments, if any, have been made thus far? 

Secretary Duties. There have been no commitments made thus 
far. There is some evidence that the Soviets are more willing than 
they have ever indicated before to accept inspection, control and the 
like, which is, in our opinion, the precondition, the foundation, for 
any structure of limitation of armament. They have indicated for 
the first time they would accept inspection and control of nuclear 
testing and they have indicated they would accept the aerial inspec- 
tion. However, the extent of that has not been agreed upon. 

I would say at the present time the emphasis is upon exploring the 
sincerity and adequacy of the Soviet willingness to admit of inspection 
and controls. Then, and only then, can we decide how far it is safe 
to go in actual terms of limitation of armament. But we firmly 
believe, as you suggested, that it is extremely important, if it can be 
done consistent with the national interest, to cut down the burden 
of armament. 

There is reason to believe the Soviet. Union is feeling that burden 
also, and that may be a reason why they are willing to do more than 
they have heretofore indicated. That is a basis for some cautious 
optimism in the matter, but no commitments have been made nor is 
there any program of disarmament yet proposed because we do not 
know how far it is safe to go until we have explored most thoroughly 
the control and inspection procedures which would be necessary to 
make it safe. 

Mr. Gary. Thank you. 
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PRESENT DAY ECONOMY OF EUROPEAN NATIONS 


Mr. Passman. Mr. Secretary, is not the economy of the European 
nations somewhat more stable? 

Secretary Duties. As a whole, although there are differences, 
The French economy at the present time is undergoing a very con- 
siderable strain. 

Mr. Passman. How about the average economic situation as com- 
pared to prewar days? 

Secretary Dutuns. I would say on an overall basis it is probably 
somewhat better. 

Mr. PassmaAn. Were not they able to make a terrific showing mili- 
tarily without aid prior to World War II? 

Secretary Duutuss. Yes. 


FINANCING BY MEANS OF A PUBLIC DEBT TRANSACTION 


Mr. ALeExaANnpDER. I am not sure that I understand how this public 
debt borrowing power would work. How would that be paid back 
to the Public Treasury? 

Secretary Duties. It would be paid back whenever it was decided 
to wind up this operation in whole or in part and turn the assets back 
to the Treasury. 

Mr. ALexanper. Actually, in practice it is a gift, is it not? 

Secretary Dutixs. No. I would anticipate there would be very 
substantial recoveries from this operation. 

Mr. ALEXANDER. If it were to be a good loan would we not have to 
have stringent requirements like we have for our small-business loans? 
Would we not have to have more restrictions than you are advocating? 

Secretary Duties. No. Actually, there have been very substantial 
recoveries on loans that were made under the Marshall plan and I 
believe under some of the loan operations that have been conducted 
pursuant to the so-called foreign aid program. 

Mr. AtexanperR. How soon do you think the amount in 1959 and 
1960 that you are asking for would be paid back to the Treasury? 

Secretary Dulles. I would not want to make an estimate as to the 
time of that. That would be almost too much guessing. 

Mr. Avexanper. If the Congress went into this in the small way 
that you advocate now, is it resonable to assume that you would 
advocate bigger and bigger loans next year? 

Secretary Duties. No, sir, we would not come back for any new 
authority next year, or until 1960. 

Mr. Avexanper. As far as you know this would be all you would 
ever advocate as far as authority to borrow from the Treasury of the 
United States is concerned; at least, as far as you can see now? 

Secretary Du.unrs. As far as I can see now. I do not, of course, 
know what the situation might be after 1960. It is quite possible 
we might have to come back to the Congress in relation to 1961. 
I would not want to say. That is 4 years ahead. I think that this 
present program meets what you might call the forseeable needs. 

Mr. AtexanperR. Would this be a part of the public debt? 

Secretary Dunuszs. It is not a part of the public debt in the sense 
that that word is technically defined by the public-debt law. There 
is a law which limits the amount of the public debt. 
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Mr. ALEXANDER. This would be outside of that? Is that the reason 
that you are advocating this type of financing? 

Secretary Duties. No. Whether the money comes from an ap- 
propriation, or from borrowing, it equally results in an addition to 
the public debt. If the Treasury has to go out and borrow the money 
from which it comes, that is true. Today, the Treasury is borrowin 
money in order to meet appropriations by the Congress. It woul 
equally have to borrow or get from taxes, what would be needed to 
meet the borrowing authority of the fund. Whether it is an appro- 
priation or borrowing, it does not make any difference from that 
standpoint. 

Mr. ALEXANDER. But actually to keep our books straight it would 
be more simple for the Congress to appropriate the money than to go 
through this process? 

Secretary Duties. No, I do not think so. I think it is more simple 
to go through this process. 


MILITARY ASSISTANCE AS A PART OF THE DEFENSE DEPARTMENT 
APPROPRIATION 


Mr. ALexanper. There is another thing that I do not exactly 
understand. In regard to the military defense recommendation—and 
I believe you advocate all military assistance now be put under the 
defense appropriation, is that correct? 

Secretary Duutuns. Yes. 

Mr. ALEXANDER. Well, now, what would be the difference in the 
way that you advocate it be handled and the way it is handled now? 

ana Duties. Do you mean from a bookkeeping standpoint 
or from a practical standpoint? 

Mr. ALEXANDER. From a practical standpoint. 

Secretary Duties. The practical difference would be primarily in 
taking out from defense support and putting in the development fund 
items which do not primarily and directly relate to defense. I think 
that it clarifies the picture very much to put in as a part of the defense 
budget the items which the Defense Department seeks as necessary 
or important, from the standpoint of the defense of the United States. 
I think it is a better way to handle it. It gives a more accurate 
picture to the public and the world as to why we are doing it. 

Mr. ALEXANDER. Is it your intention that the appropriations for 
the military defense would be kept separate and not hidden and 
included among our own domestic defense appropriations? 

Secretary Duties. It would be kept as a separate item of the 
budget. 

Mr. ALEXANDER. It would be a separate appropriation? 

Secretary Dutuxs. Yes. 


ADMINISTRATION OF PROPOSED MUTUAL SECURITY PROGRAM 


Mr. PassMANn. Would the program be administered by the ICA or 
by the Defense Department? 

Secretary Duties. The military assistance would be administered 
by the Defense Department. 

Mr. Passman. And defense support? 
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Secretary Duties. The defense support would probably be ad- 
ministered by the ICA in cooperation with the Defense Department 
because the provision of funds to enable the Nation’s budget to bear 
this burden involves economic and financial considerations which the 
Department of Defense is not prepared to supply unless it creates a 
new staff. 

Mr. ALEXANDER. There are a lot of people that feel that the real 
purpose behind this change is to sugarcoat this proposition and make 
it more palatable to the American public. Would you care to com- 
ment one way or the other on that? 

Secretary Duties. I would comment that the reality of the matter 
is that this is, as the Chairman of the Joint Chiefs of Staff has fre- 
quently testified, part and parcel of the defense of the United States, 
As he said, it should be treated as a part of the same thing. 

Since that is the reality, I think it sould be handled by the Congress 
and by the Budget in a way which conforms to the reality. 

Mr. ALEXANDER. It is going pretty far to say that strengthening 
amicable countries is actually strengthening our own defense. 

Secretary Duties. I do not think so. I do not think it is going too 
far at all. Three times in this century we have sent our American 
boys to fight overseas, in Europe and in Asia, and when we spent our 
blood and our military equipment and everything of that sort in 
France in the First World War and in Italy and North Africa and 
France and Germany in the Second World War, and in Okinawa and 
Iwo Jima and in Korea, we did not say that was far removed from the 
defense of the United States. This is just as close to that defense as 
those expenditures of life and military equipment were under those 
circumstances. We do not test the defense of the United States 
wholly by what is spent in the United States. We did not do it when 
it came to the First World War and the Second World War, or the 
Korean war. 

Mr. ALEXANDER. That is all. 

Mr. Passman. Thank you, Mr. Secretary. 

We have detained you a brief period overtime, but the numerous 
roll calls have unavoidably disrupted the work of the committee. 

We shall now adjourn until 10 o’clock tomorrow morning. 
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WEDNESDAY, JUNE 19, 1957. 


STATEMENT OF DIRECTOR OF INTERNATIONAL 
COOPERATION ADMINISTRATION 


WITNESSES 


INTERNATIONAL COOPERATION ADMINISTRATION 


HON. JOHN N. HOLLISTER, DIRECTOR 

LEONARD J. SACCIO, ASSISTANT TO THE DIRECTOR OF CONGRES- 
SIONAL PRESENTATION 

JOHN H. OHLY, DEPUTY DIRECTOR FOR PROGRAM AND PLANNING 

J. E. MURPHY, CONTROLLER 


DEPARTMENT OF STATE 


WILLIAM WOODWORTH, PROGAM PLANNING OFFICER, OFFICE 
OF MUTUAL SECURITY AFFAIRS 


DEPARTMENT OF DEFENSE 


MARELEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
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Mr. PassMANn. The committee will come to order. We have with 
us this morning the Honorable John B. Hollister, Director of the 
International Cooperation Administration. 

Mr. Hollister, do you have a statement you wish to make to the 
committee? 

Mr. Houutster. I do, Mr. Chairman, with your permission. 

Mr. PassMan. You may proceed. 


GENERAL STATEMENT 


Mr. Houuister. Mr. Chairman, I am appearing before this 
committee to request the appropriation of $3,864 million in new 
appropriations and an estimated $554 million in reappropriations. 
Because the bill authorizing the appropriations of those amounts has 
not yet been enacted, and place hones you, I would like also to 
explain the major changes as proposed by the President in the mutual 
security authorizing legislation. 

Turning first to the amounts being requested, I should like to show 
a table which will indicate the proposed division of accounts for fiscal 
year 1958 between these four major categories of aid. I have also a 
chart to compare these accounts with our fiscal year 1957 
appropriations. 

First, let me take up defense assistance, which includes both 
military aid and defense support. 

You will note that under this arrangement total defense assistance 
becomes $2.8 billion: $1.9 billion of military assistance, plus $900 
million of defense support. Both these sums are requested on a “no- 
year’’ basis, in the same way in which our regular defense appropri- 
ations are made. 

A representative from the Department of Defense will explain the 
military-assistance figures, discussing in some detail the $500 million 
difference between the figure contained in this table and that in the 
President’s budget message. 
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As to defense support: you will note that the request for defense 
support, fiscal year 1958, is over $250 million less than was appro- 
priated for fiscal year 1957. This is because under the new definition 
for defense support, which excludes amounts designed for the purpose 
of promoting economic development, we estimate that only $900 
million will be needed to assist these countries to make their con- 
tribution to the defense of the free world. 

Next, we come to the nonmilitary side of the program: 

Five hundred million dollars is for the development loan fund. This 
is the minimum amount that we believe is needed to launch this fund’s 
operations next year. 

Then there is technical assistance of about $152 million. 

The final major item is special assistance, for which we request 
$300 million. This includes a $200 million emergency fund usable 
either for the military or the nonmilitary side of the program. 

You will have noted that of the 4 major categories under this pro- 
gram, 3 involve changes in the present methods of accomplishing our 
purposes: Defense assistance, the development loan fund, and special 
assistance. I will now discuss each of these in more detail. 

As to defense assistance, the President has made three recommenda- 
tions: 

One, that funds for both military assistance and defense support be 
appropriated in the regular Department of Defense budget, 

Two, that defense assistance be authorized on a continuing basis, 
and 

Three, that these funds be appropriated on a ‘“‘no-year’’ basis. 

The first recommendation springs in large part from the fact that, 
as nearly all of the studies which bave been made of the mutual 
security program over the past year have stressed, great confusion has 
resulted from failure to point out clearly those categories of the pro- 
gram which are military in purpose. The House Foreign Aflairs 
Committee, for example, urged, in its report on this bill last year that 
“the executive branch carefully consider placing the military portion 
of the mutual security program in the Department of Defense budget 
next year.” 

The first fundamental proposal made by the President in his message 
to the Congress was— 

* * * to remove uncertainty as to the character and purpose of our aid, I recom- 
mend a clear separation of military and defense support assistance on the one 
hand, from economie development assistance on the other. 

To make this separation plain and understandable, the President 
has proposed that defense assistance appropriations—both military 
assistance and defense support—be appropriated to the President as 
a separate title in the regular Department of Defense budget. 

The President explained this recommendation saying: 

Our expenditures for defense assistance differ neither in basic purpose nor 
character from those for our own Armed Forces. Once incorporated in our Own 
defense budget they will become recognized here and abroad—as indeed they 
should be—as part of the military effort of the United States. 

The President pointed out that defense support exists for a military 
purpose—to make it possible for countries to maintain forces, in some 
cases to make possible some other specific contribution, such as pro- 
vision of base facilities. Such defense assistance is just. as essential to 
the military force or maintenance of base facilities as military equip- 
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ment provided a country. Since both forms of mutual defense assist- 
ance are aspects of the total United States posture and strength, they 
should be treated together legislatively and in the same legislative 
framework as other United States defense outlays. 

It is, of course, true that defense support funds are used for what 
seems to most people to be economic purposes. Although it is for an 
exclusively military purpose, it is true that such assistance is economic 
in form. It would be impossible for it to be otherwise. ‘This in itself 
is not objectionable. Confusion arises because under present bud- 
getary procedures the public has no way of clearly recognizing that 
some economic assistance is for the purpose of maintaining an agreed 
level of military strength, while other economic assistance is to make 
development possible. 

It is this type of confusion which the executive branch proposal is 
specifically designed to correct. 

The second of the President’s recommendauions concerning defense 
assistance was that it should be given continuing authori.y, like the 
rest of the military budget. 

This request was necessary in order to enable the Congress to con- 
sider it concurrently with the regular defense budget because we could 
not get defense assistance authorized each year in time to have it 
before the House Appropriations Committee when you are considering 
the regular Department of Defense appropriations. 

The third of the President’s recommendations was that the avail- 
ability of military assistance and defense support funds s} ould be on 
an until-expended basis. This is another effort to place the mutual 
security program on a more businesslike foundation. ‘The executive 
branch believes that the extension of time available for making obli- 
gations will permit the exercise of greater prudence and care than at 
present and result in a more economical and effective use of funds. I 
cannot stress too much the importance which we attach io this pro- 
posed authority. In a program of the size of the defense assistance 
appropriation, operating around the world under all manner of condi- 
tions, and greater complexities than perhaps any other ream 
program except that of the regular defense budget itself, | ich, as you 
know, has this authority, and. operating in a context “o ‘ere cineien! 
with other sovereign governments underlies every acti‘ i y, our expe- 
rience teaches us that the June 30 obligational de: vdline simply works 
against the interests of the United States. The existence of authority 
to go beyond the June 30 date, if necessary, before incurring the legal 
obligation will in many instances provide the flexibili.y to secure an 
extra margin of utility to the United States from our use of funds. 
This authority has the added value that it would put defense assistance 
on the same basis as the rest of the Department of Defense budget, of 
which it will be one part. 

In this connection, let me stress the importance to us of eliminating 
the requirement that no more than 20 percent of funds can be obli- 
gated in the last 2 months of the fiscal year. This type of rigid pacing 
of obligations places artificial impediments upon our ability to 
negotiate with other countries to attain United States objectives and 
to secure best conditions for the success of the project. 

The above-proposed changes in the legislation affecting mutual 
defense assistance programs do not affect materially the opportunity 
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for review of the programs exercised by the appropriations committees 
since appropriations will still be sought on an annual basis. 


DEVELOPMENT LOAN FUND 


I should like now to turn to the second new mutual security cate- 

gory—the development loan fund. 

his fund is designed to place our development financing on a 
sounder and more businesslike basis. Let me describe how the 
proposed procedures would differ from existing practice. 

First, the fund would not decide in advance how much m oney each 
country was to get for the following fiscal year. Instead, loans would 
be made for each program or project in the amount and for the time 
period best related to that particular program or project, and only 
after a review of the project or program had provided ample evidence 
that the proposal met the standards of the fund as to their technical 
and economic soundness. This should insure that use of the fund 
corresponded to current opportunities for most effective use. It 
would also have the advantage of encouraging the receiving countries 
to more self-reliance and self-help. 

Up until the present time we have sought to justify annual appro- 
priations by “‘illustrative’’ overall annual country programs. We 
have found, however, that a country often learns of the amount 
illustratively programed for it. Notwithstanding the fact that 
conditions may change greatly before the year is over, making it 
unwise or unnecessary to allocate to that country the specific sum, 
the country regards this sum as something to which it has a vested 
right—whether or not it is warranted by the country’s performance. 
This reduces that country’s incentive to self-help. It sometimes poses 
with us a choice between reducing a country’s allocation, thus opening 
ourselves to the charge of having misled the Congress and the receiving 
country, or seeing our money used less effectively than we would wish. 
Furthermore, an overall level established for a country in 1 year is 
most difficult to reduce in later years without politic ‘al repercussions, 
even if such a reduction is desirable on economic grounds. 

For all these reasons, the development loan fund would not make 
advance overall annual allocations by country, even on an illustrative 
basis. Its financing would, instead, be geared to specific projects and 

rograms, as has been that of the Export-Import Bank and the 
Vorld Bank. 

Second, as you know, the fund’s financing would only be available 
on a loan basis. This ‘has the double advantage that (i) it should 
permit the United States eventually to be repaid as the economic 
development in the borrowing countries goes forward, and (ii) it 
should encourage more businesslike and responsible practices on the 
part of the recipient. 

The obligation to repay would be unequivocal. However, we 
should recognize that expectation of repayment would be based on a 
reasonable confidence in the long-range development of the borrowing 
country. This would mean that the fund’s terms would often be more 
generous than those of other sources, and its claims might be sub- 
ordinated to those of other lenders. It would, for example, in many 
cases accept interest and principal payments in foreign currencies. 

This should also help to insure that the fund’s loans did not compete 
with those of existing public lending institutions, This is a most 
important point. The fund’s financing should complement, rather 
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than be a substitute for, that of the Export-Import Bank and the 
World Bank. It should only provide its financing when theirs is not 
available. 

Third, in order to insure that its resources could be expended with- 
out haste or waste, the fund would be free from any requirement to 
obligate its money within fixed deadlines. 

There would thus be time, particularly in the early years of the 
fund, to lay plans carefully, to emphasize soundness, to negotiate for 
conditions essential to success, and to move with deliberation in 
establishing high standards of quality in making loans. Activities 
could be planned, projects engineered, and negotiations conducted 
without having to keep one eye on the calendar. Economic growth 
should be a continuous process. It is not an annual event. The 
present April 30 and June 30 deadlines for obligations are harmful to 
effective assistance in support of this process. 

Fourth, and most importantly: If the development loan fund is to 
work in the way that I have described, it must be assured of a continu- 
ing existence and of continuing resources. We have, therefore, asked 
for an appropriation for fiscal year 1958 and for authority to borrow 
specified funds from the Treasury in each of the next 2 fiscal years. 

Since the funds authorized to be borrowed in fiscal years 1959 and 
1960 could not be obligated in advance of those years, ceilings on new 
obligational authority would in no way be affected. 

This assurance of future resources is necessary to the fund. It is 
the essential characteristic of any financing institution and particu- 
larly of one designed to assist a long-term process like economic de- 
velopment. Without it, I do not believe that the fund could operate 
effectively. With it, we believe that we will be able to offer the assur- 
ance of future funding which will enable the fund to achieve its essen- 
tial purpose—that of placing our development financing on a sound 
businesslike basis. 

This assurance will enable this administrator of the fund to plan 
ahead for the most efficient use of its resources. He will not be com- 
pelled to discriminate in favor of short-term uses of these resources, 
which may be wasteful. He will be free to choose, where this would be 
in our interest, projects requiring more than 1 year to complete. 

This assurance will encourage foreign countries to press ahead with 
development planning in the long-range framework essential to success. 
And the fuller Capitalization will place the United States in a position 
where its advice with respect to the direction of development will carry 
more weight with these countries. 

Assurance as to future resources will also permit the fund to work 
closely with other financing sources in ways which might increase their 
activity. The World Bank, the Export-Import Bank, and private 
investors do not depend on annual appropriaions. If they lack confi- 
dence in the fund’s future resources, they will naturally be reluctant 
to work with it on a long-term basis. 

Thus, if the fund has assurance of future resources, it should be able 
to use its resources more effectively to stimulate the receiving country 
to greater self-help and to encourage other financing sources to greater 
activity. In this way, and only in this way, will we get full wily for 
each dollar of development financing. 

In having recourse to future borrowing authority, we would be 
following precedent. This is how all other institutions for foreign 
lending have been capitalized—the Export-Import Bank, the Inter- 
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national Bank for Reconstruction and Development, and the Inter- 
national Finance Corporation. The only difference is that the fund 
would not draw all its capital in this way; the first year’s portion would 
come from an appropriation. 

One point I would like to make, in this connection, is that the fiscal 
effect of borrowing authority is the same as that of an appropriation. 
In both cases, the funds come from the general receipts of the Treausry 
and in both cases it is the expenditure of these funds which affects the 
level of the public debt. 

We believe that borrowing authority is suited to the character of 
the fund as a lending institution. If it were capitalized through appro- 
priations, it would be virtually the only lending institution to be so 
endowed. 

It is proper and right that the Congress should inquire as to how the 
shift away from annual appropriations would affect the control which 
it now exercises over the provision of development financing. 

First, let me point out that the capitalization of the fund would be 
passed upon by the Congress not only in the authorizing legislation 
but also, under our present proposal, by the Congress a second time 
in the appropriation bill. There would thus be greater initial control 
by the Congress in general, and by the Appropriations Committees 
in particualr, over the fund’s resources than has been exercised over 
those of similar public loan funds, e. g., the Export-Import Bank, which 
was capitalized wholly by borrowing authority based on a single 
action of the authorizing committees and the Congress. 

Second, Congress could, if it wished, curtail or eliminate the fund’s 
authority to borrow from the Treasur y before the second or third year. 
This is a most important point, which I should like to stress. For 
under this proposal, no obligations can be made in fiscal year 1958 
beyond the $500 million of appropriations for that year. The amounts 
authorized for fiscal year 1959 and 1960 could not be borrowed, obli- 
gated, or expended in advance of those years. These amounts would 
only become available in those years if the Congress did not decide 
otherwise in the meantime. If it did decide to curtail or end the 
fund’s activity before fiscal year 1959 or 1960, the money for those 
years would still be in the Treasury. No such limitation on annual 
drawing power was initially placed on the Export-Import Bank. 
The existence of this limitation in the case of the development fund 
would insure that the Congress retained the power to make any changes 
in its scope shown to be needed by unfolding experience. 

Third, and of particular interest to this committee, in accordance 
with the Government Corporation Control Act, a business-type bud- 
get would be submitted annually to the Appropriations Committees. 
This would show the expected scale of the fund’s activity in the next 
fiseal year. It would provide an occasion for the Appropriations Com- 
mittees to recommend that the Congress enact any changes in the fund 
which they believed necessary and appropriate. 

Fourth, each year, in addition to the semiannual detailed report 
provided for by the bill, the executive branch would make a presenta- 
tion convering the fund’s past activities and future plans during the 
annual review of the mutual security program by the authorizing com- 
mittees. 

Through all these methods I believe that the Congress would main- 
tain an effective control over the fund’s activites and resources. That 
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control would be similar in kind, but greater in degree, than that 
exercised over comparable lending institutions which the Congress has 
established. It would be different in kind, but no less effective in 
degree, than that now exercised over development assistance. 

In this connection, I should like to point out that the standards in 
the proposed bill are much more stringent than those in existing 
legislation. 

They restrict the purpose of our financing clearly to economic de- 
eet where the goals indicated in existing legislation are more 

enera 
: They require that all development financing be on a loan basis, 
where at present it is furnished through both grants and loans. 

And they lay down specific criteria for screening proposed projects, 
where existing legislation does not. These criteria are: 

1. Can the proposed project or program be financed from other free 
world sources? 

2. Is it technically feasible and economically sound? 

3. Does it give reasonable promise of contributing to an increase of 
production capacity? 

4. Is there a reasonable prospect of repayment? 

It must be remembered, in other words, that what is new in this 
proposal is not the provision of funds for development purposes. The 
President is authorized to do that under existing legislation, and to do 
it under broad powers and with wide discretion. What is new about 
this proposal is the intended method, which does not involve greater 
executive powers but which does create a more businesslike and eco- 
nomical approach. 

Now, I would like to take up the question of why the particular 
amounts which we have requested are required. 

We are now providing development assistance of over $400 million 
annually, including that part of defense support which goes to de- 
velopment purposes. Most of the studies of development assistance, 
which have now been conducted for the Congress for the executive 
branch and by competent private groups, have concluded that sub- 
stantially more United States development financing could be used 
effectively. 

These conclusions are supported by information presently avail- 
able. After reviewing known development plans and proposals for 
projects, my staff has estimated tentatively that worthwhile applica- 
tions for fund financing might amount, in obligational requirements 
for the fiscal year 1958, “to about $1 billion, and for each of the follow- 
ing 2 fiscal years between $1.1 and $1.3 billion. These possible 
project proposals cover a wide variety of fields—basic transportation, 
power facilities, agriculture, private industry and health and edu- 
cation. Iam submitting with this statement a separate memorandum 
on the question of the fund’s magnitude, which discusses briefly pos- 
sibilities in each of these fields. 

As part of its study of these possibilities, my staff has had informal 
talks with the staff of an existing public lending agency. We have 
concluded that there are a number of projects and programs which 
are economically sound and technically feasible, but which existing 
public lending agencies have not felt able to finance alone because of 
the foreign-exchange problem, and which the fund might be able to 
finance in conjunction with these agencies. 
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A further fact, which may help to explain why the anticipated appli- 
cations for fund ‘financing exceed the present level of development as- 
sistance, is that we expect the fund to engage in several new activities. 

I have particularly in mind here activities directly designed to 
encourage growth of private enterprise. For example: loans to private 
entities, purchase of their income debentures for possible eventual 
resale to private investors, and financing of private-public or quasi- 
public development banks in less-developed countries which would 
help finance private businesses. 

The requirement for fund financing is thus not unlimited, but it is 
somewhat greater than could be met from present levels of develop- 
ment assistance. What will happen if we do not meet this require- 
ment—if we provide the fund with less resources than could be used 
effectively? 

In the first place, we might well be wasting our money. We want 
these countries’ growth to go forward rapidly enough so that they 
can finance an increasing part of their development programs out of 
their own production and from normal financing sources. If we can 
do this, the requirement for the fund’s resources will eventually be 
diminished. If we do less than this, that requirement will continue 
unabated. I submit that unending assistance is wasteful assistance. 

Not only that, but it will probably be ineffective assistance. For 
it will fail to meet the very real threat to our national safety which 
exists in the less developed areas. 

Before leaving the question of magnitude, I should like to turn to 
one question that has been posed several times: How soon could the 
fund be expected to revolve out of its own resources? 

For its first few years, of course, the fund’s requirements for United 
States capital will be reduced little, if at all by repayments of | 
loans—in view of the probable schedule of prospective repayments. 

This situation would be altered to only a limited extent if repay- 
ments on Public Law 480 loans and post-1954 mutual security loans 
were assigned to the fund, for these repayments are mostly being 
made in local currency. This would not reduce the receiving coun- 
tries’ requirement for dollar loans from the fund, for the less devel- 
oped countries need resources additional to those which they now 
possess or can produce in order to carry out development programs. 
To secure these resources, these countries need foreign exchange 
which they can spend outside of their own borders. To relend these 
countries their own currency, without bringing in commodities to 
generate that currency, would not help to meet this need although it 
might ease some governments’ fiscal problems. Hence, it would not 
reduce the fund’s need for borrowing from the Treasury. 

Eventually, the fund should revolve to an increasing extent out of 
repayments of its own loans. 

Initially, it would probably do this only to the extent that it were 
repaid in dollars or that it could sell its local currency repayments to 
other United States agencies for dollars, to finance their local uses in 
the countries concerned. 

Over the long run, however, the local currencies used for repayment 
to the fund should acquire increasing value, for the fund’s develop- 
ment loans should be reflected in increased production in the potnenane 
countries. And this increased production should make it possible to 
use these currencies, more and more, to acquire resources which would 
be of value to either the United States or other less developed countries. 





SPECIAL ASSISTANCE 


I should like now to turn to the third new category of the mutual 
security program: Special assistance. 

After meeting the requirements of United States defense with mutual 
defense assistance programs and contributing to economic develop- 
ment via the development loan fund and technical cooperation pro- 
gram, there remains a residual group of needs which it is important for 
the United States to meet, some specifically identifiable in advance 
and others which cannot be so identified. To meet these require- 
ments, which cover a wide variety of purposes and objectives in fiscal 
year 1958, $300 million is requested under authority of section 400 of 
the new proposed legislation. 

Some of the requirements are firm and have been proposed in 
advance. These include a larger United States contribution ($19.4 
million), to a worldwide effort to eliminate the scourage of malaria 
and $10 million in assistance for Hungarian refugees. 

These programed requirements total just over $100 million and have 
been set out in detail in the presentation books. 

The balance of approximately $200 million, in the section 400 
request, is to meet contingency requirements which may develop in 
the course of fiscal year 1958. The purpose for which this fund is 
expected to be used are similar to those for which the special Presi- 
dential fund has been authorized and appropriated for in fiscal year 
1956 and fiscal year 1957. The history of the use of these funds has 
demonstrated their value in meeting changing or unforeseen develop- 
ments. The ability of the United States to react quickly to many of 
these situations, by extending prompt and adequate aid without 
serious distruption ‘of important going programs, has been of major 
significance in terms of United States security. The two most 
dramatic examples were, of course, the saving of Iran and Guatemala 
from chaos and Communist control in 1954 and 1955. 

These then are the three new categories of the proposed mutual 
security program: defense assistance, the development loan fund, and 
special assistance. 

In addition, of course, there is a fourth category with which you 
are all familiar: technical assistance. It is closely related in purpose 
to our development financing; it is of proven effectiveness; it is rela- 
tively small in cost. We intend to continue this program on the present 
basis, except that we are asking for continuing authorization. This is 
appropriate for a program which has become such a respected and 
important instrument of our policy and a continuing expression of 
the concern of Americans for the welfare of their fellow men. I also 
invite your attention to an extremely important proposal under which 
we would be given authority to have up to 15 months to complete 
obligations of technical cooperation. We believe this modest exten- 
sion of time will permit the maturing of project proposals to the point 
where the returns to the United States will be most productive. 

Each of the four categories of our mutual security program has been 
so defined and designed as to make clear the purpose which it serves 
and to permit that purpose to be advanced as effectively as possible. 
Each of these categories responds to a particular need, and each of 
them meets that need through procedures which are, in our view, 
suited to its nature. Taken all together, they constitute a program 
which we believe merits your support. 
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ADMINISTRATIVE COSTS 


I would like to conclude with a brief reference to the need for funds 
to carry out the programs above, which are within my direct operating 
responsibility. 

Our administrative authorization request is small but of increasing 
and vital importance. As the economic assistance program shifted 
from Europe to the less-developed areas of the world, the character 
of this program has necessarily changed. Dealing with less experi- 
enced governments in countries with embryo communities, it has 
been necessary for the United States to help in the actual implemen- 
tation of assistance measures to a far greater degree than was required 
in Europe. This has run from the provision of engineering services, 
the training of local technicians, and the handling of contracting 
services to increased audit and end-use check activities. Experience 
has taught us that we get the greatest results from our assistance 
only when we carefully review aid proposals for economic usefulness 
and technical soundness before committing funds, and then actually 
follow through to insure that they are effectively used. 

The change has meant more assistance on a project basis rather 
than by the provision of commodities as was done in Europe. Proj- 
ect assistance increased from $373 million in fiscal year 1955 to over 
$700 million this year. It is much more costly to administer for the 
reasons mentioned before. 

It has become obvious to me that administrative funding has not 
been adjusted to meet the requirements of the change in character 
of our program. The amount requested in 1958 involves an increase 
of $4.8 million and is directed at eliminating a real deficiency. Of 
this increase, $1.1 million represents a contribution to the civil serv- 
ice retirement fund, heretofore borne by another governmentwide 
appropriation, so there is a real increase of only $3.7 million requested. 
This includes $1.3 million for the opening of new missions in under- 
developed areas and additional costs of operating missions opened 
late in fiscal year 1957 in Burma, Ghana, Morocco, and Tunisia and 
$0.5 million for improved personnel operations. Our request addi- 
tionally provides for 85 new positions and related costs to improve 
ICA’s effective discharge of its administrative responsibilities under 
the mutual security program. Ten of these will be assigned to the 
Office of the Manager of the Development Fund. The rest of his 
staff will be obtained by the transfer of existing positions in ICA/ 
Washington. 

To have increasing effective administration of our defense support, 
economic development, and other programs, authorization of the 
requested $35 million of administrative funds is essential. To do 
less can endanger the results we can rightfully expect from the $1.9 
billion of assistance administered with the funds. 

Because this matter of administrative expenses is a factor which can 
really determine the success or failure of the whole multi-billion-dollar 
program, I hope this committee will want to go into it thoroughly and, 
at an appropriate time in your consideration of the bill, you will let 
us show you why we need the full amount requested and how adequate 
provision for administrative purposes will give us a better return for 
the far larger expenditure of program funds. 

Gentlemen, let me state, in conclusion, that almost 2 years’ ex- 
perience in directing the mutual security program has confirmed my 
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belief that this program is absolutely essential to the security of the 
United States. To give outstanding examples of its accomplishments, 
I believe it has been the weapon which has held back the Communists 
in Korea, Taiwan, and Vietnam. It has saved Iran and Guatemala 
from internal capture, and perhaps Jordan as well. Results such as 
these are worth many times the cost of the effort. If we are to con- 
tinue in the role of free-world leadership, not only must we continue 
our mutual security program, but it seems difficult to see how we can 
reduce substantially its overall cost. 


MEMORANDUM CONCERNING THE INITIAL CapriTaAL REQUESTED 
FOR THE PROPOSED DEVELOPMENT LOAN FUND 


This memorandum examines five related questions which bear on the magnitude 
of the oy development loan fund. 

1. How. much development assistance are we now providing? 

2. In what amounts might sound development projects initially be sub- 
mitted to the fund? 

3. Are there sound projects or programs which other public lending agencies 
have not felt able to finance but which the fund might assist—perhaps in 
conjunction with these agencies? 

4, What new kinds of activity might the fund undertake, additional to 
those now being financed out of development assistance? 

fh. What are the best available independent estimates of the development 
financing which the less developed areas need and could use effectively? 

Taken together, the answers to these questions suggest that the level of financing 
proposed for the development loan fund is conservative in terms of both need and 
absorptive capacity. 

1. How much development assistance are we now providing annually? 

(a) For fiscal year 1957 there was appropriated $250 million for section 201 
(development assistance), of which about $180 million is being used for 
purposes (grants and loans) comparable to those contemplated under the fund. 

(6) In addition, it might be estimated that about $230 million of the 
defense-support appropriation is being used for such purposes. 

(c) This makes a total of about $410 million being directed to development 
purposes in the fiscal year 1957. 

2. In what amount are there now available sound development projects which 
would likely be submitted to the fund for financing? 

Based on their knowledge of (i) development plans, (ii) well-known proposed 
projects, and (iii) resource needs, ICA’s Washington staff estimate that worth- 
while applications for loans from the fund will be submitted during fiscal year 
1958 amounting, in obligational requirements for the fiscal year 1958, to approxi- 
mately $1 billion, and for each of the fiscal years 1959 and 1960 between $1.1 and 
$1.3 billion. The types of proposed activities featured prominently in these 
applications would include: 

(a) Basie transportation.—By connecting isolated markets and opening up 
inaccessible areas, the building of these basic facilities would lead to a sub- 
stantial growth in economic activity and, more particularly, in private 
investment. 

(b) Power facilities—Throughout the less developed areas there are vast 
unutilized hydroelectric power potentialities. Their development would lead 
to greatly multiplied activity in a number of related fields. 

(c) Agriculture—The bulk of the people of these countries earn their liveli- 
hood from agriculture. The needs of this sector of the economy are corre- 
spondingly great. These needs are of two kinds: First, those of individual 
farmers for better tools and other improvement, including more effective 
public or private facilities for the extension of agricultural credit. Second, 
those of the agricultural community as a whole for basic new investment; 
e. g., for enlarged irrigation facilities or other activities designed to bring more 
land under cultivation or to expand production from existing land. 

(d) Industry.—One of the objectives of the United States is to assure that 
private industry is given an opportunity to show its worth in the less developed 
countries. Industrial growth will also offer new opportunities for restless 
educated and semieducated groups in these countries, The fund will have 
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an opportunity to assist in the development of industrial facilities through 
private or public or mixed development banks, or in some instances through 
direct loans to private entities. 

(e) Education, health, and sanitation.—Many countries will present sound 
projects calling for loans to expand educational and health facilities. These 
applications will be particularly important in view of the relative scarcity of 
financing for such projects from established public lending institutions, 
Educational and health improvements may be vitally necessary to economic 
growth. A training school can often contribute as much to increased pro- 
duction as a new factory. And the eradication of disease may sometimes 
do more to expand agricultural output than anything else we could do. 

3. Are there sound projects or programs which other public lending agencies 


have not felt able to finance but which the fund might assist—possibly in con- 
junction with these agencies? 


Discussion with the agencies indicates that there are such projects or programs. 


There follows a sampling of possibilities: 





(a) Deposits of phosphates and potash might be exploited in a Middle 
Eastern country. Italian and American firms are interested. They would 
put up part of the capital, but would need to borrow the remainder. The 
country’s government would also need a loan to build a railroad or a road from 
the deposits to the nearest port so that the output could be marketed. This 
would give the country increased foreign exchange to finance its other 
development plans, and would provide the free world with an expanded 
supply of needed raw materials. 

(6) Private mining companies already in production in a south Asian 
country need modernization of their equipment. This might be financed 
through loans to the government concerned for relending to the mining 
enterprises, or by direct loans to the mining companies. 

(c) Fertilizer plants are called for in the development plans of that same 
country. Three such plants are proposed for the public sector. At least 
one private plant, which would serve as a yardstick, might also be welcomed 
by the government. A joint local-American company might be given a loan 
to cover a suitable portion of the foreign-exchange cost. This would not only 
contribute to needed development, but would also provide a demonstration 
of the advantages of private enterprise. 

(d) Multipurpose power and reclamation projects are planned in another 
south Asian country, where power would stimulate industrial development 
and reclamation would increase agricultural production. Both foreign 
exchange and local curreney are needed. An existing public lending institu- 
tion might provide some of the foreign exchange, while the fund would make 
a complementary loan to furnish additional needed resources. 

(e) An inland-navigation authority is needed in the same country to move 
freight and passenger business in an important delta area. Such an authority 
could issue revenue bonds which the fund might purchase, thus financing 
a facility which would permit increased production in the whole area. 

(f) Multipurpose hydroelectric power, irrigation, and drainage projects 
in an inland African country could create power for small industries and 
increase land under cultivation. These projects might be financed by the 
fund, in combination with an existing public lending institution—perhaps 
through the purehase of revenue bonds from a government corporation 
which would be established for this purpose. 

(g) Hydroelectric development in another newly independent African 
country might be financed by the fund jointly with the IBRD or Export- 
Import Bank—again perhaps through the purchase of revenue bonds from 
a river development authority, which might be created to undertake this 
development. The resulting low-cost power could be used in a variety 
of ways, including the processing of plentiful bauxite supplies reasonably 
close to the proposed dam. This would enable the country to make a start 
in aluminum and perhaps in other electrometal and electrochemical indus- 
tries—thereby relieving its present dependence on production of a single 
commodity. 

(h) A new port is needed in another African country. An existing lending 
institution is considering a loan for its construction. That loan could be 
made more readily and would be more effective if the fund were also able to 
lend for the purpose of constructing access roads, bridges, and canals. 

(7) Rehabilitation of a thermal powerplant in a southeast Asian country, 
if this were financed by the fund, would supplement—and create as a standby 
for—an important powerplant which is being built under a World Bank loan. 
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These nine projects were selected at random from an informal staff-level 
discussion with one of the established lending institutions. They have not 
been priced out, but it is obvious from their nature that they represent sub- 
stantial potential requests for financing from the fund. 

4. What new kinds of activities might the fund adopt in addition to those which 
are being undertaken under present mutual security development assistance 
programs? 

There are two major types of new activities which the fund might engage in. 
Both would be designed to stimulate the private sector. Both might give rise to 
substantial, sound applications: 

(a) Financing of private, publie or quasi-public development banks in less 
developed countries. Experience with a few such banks has shown that they 
could be extremely valuable in encouraging growth of the private sector. 
Widespread use of this technique could effectively employ considerable 
resources. 

(b) Direct loans to private entities (or the purchase of income debentures 
from such entities which could eventually be resold to private foreign in- 
vestors). Again, no cost estimate is available, but added major applications 
would probably develop if a maximum effort were made to stimulate private 
enterprise through this means. 

5. What are the best available independent estimates of the external financing 
which the less developed areas need and could use effectively to achieve an 
eventually self-sustaining rate of growth? 

A number of such estimates have been offered in revent public reports. Their 
estimates of the annual resources which the less developed countries need and 
could use effeetively range from $2 billion to $5 billion. Of this total, the amount 
that would be needed from United States public sources is variously estimated at 
from $1 billion to $2 billion a year. Even those reports which make no quanti- 
tative calculation call for ‘‘substantial’’ increases above the present level of aid. 

(a) MIT study for the Senate special committee, January 1957: The MIT 
study estimated that the underdeveloped countries require and could absorb 
between $2.5 billion and $3.5 billion annually of additional funds from all 
sources (p. 2). 

(b) The University of Chicago study for the Senate special committee, 
March 1957: The University of Chicago study estimated that economie aid 
to Asia, the Near East, and Afriea from all public sources should be a mini- 
mum of $2 billion per year at the outset and might eventually rise to a mini- 
mum of $5 billion per year before beginning to decline. 

(c) The International Development Advisory Board (Johnston report)— 
A New Emphasis on Economie Development Abroad, March 1957: In its 
report to the President, this board of leading private citizens drawn from 
business, agriculture, and other fields said: “We believe that the size of the 
present development program * * * should be substantially increased” 
(p. 9). Based on differing estimates of the amount of development assistance 
in the present category of defense support, the board placed the current rate 
of development aid (excluding technical assistance) at between $500 million 
and a billion dollars per year. 

(d) The Committee for Eeonomic Development (CED)—Economie De- 
velopment Assistance: In a policy report of April 1957, this business group 
suggested that an outlay of $1 billion a year for the next 5 years in addition 
to current United States economic assistance programs would be a “‘desirable 
and necessary investment.” 

““A program for additional economic aid expenditures averaging $1 billion 
a year,” the CED continued, “would bring our total economic assistance 
to underdeveloped countries to some $2% billion a year.’’ The CED en- 
visaged that the outlay would be considerably less in the first years of the 
enlarged program, They concluded with the statement that “such an 
additional outlay for development assistance would deserve priority over 
many items now contained in or proposed for the budget.” 

(e) National Planning Association (NPA)—A New Approach to Foreign 
Economie Assistance, April 1957: The NPA statement concluded that the 
optimum level of aid which could be extended to underdeveloped countries 
‘now substantially exceeds the currently available amount of United States 
aid funds. Hence to insure their maximum effectiveness, the size of our 
economic aid program should be increased.’?’ The NPA committee went on 
to suggest that a foreign aid corporation should be established with an 
original capital fund not less than $1 billion and additional capital as required. 

All of these studies thus call—explicitly or implicitly-for a level of United 
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States development financing in excess of the 500-750 million dollar annual level 
proposed under the development loan fund. 

Mr. Passman. Thank you, Mr. Hollister. You have presented a 
complete review of the proposed new program. 


RECEIPTS AND EXPENDITURES OF THE UNITED STATES TREASURY 


This morning I received the daily statement of the United States 
Treasury, dated June 13, 1957. The statement shows for the first 
11 months and 13 days of the fiscal year 1957 the withdrawals from 
the United States Treasury have been $75,083,930,902.28. However, 
the amount paid into the United States Treasury during the same 
period amounted to $71,454,229,598.73. 

So, in this day of peace and prosperity that we have heard so much 
about, it would appear that thus far in the fiscal year 1957 we have 
withdrawn almost $4 billion more from the Treasury than has been 
paid in. Therefore, Mr. Hollister, I think you are to be commended 
for being able to turn back to the United States Treasury almost half 
a billion dollars out of the appropriation made for this fiscal year. 


AMOUNT OF FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Now, Mr. Hollister, what was the total amount requested by your 
agency of the Bureau of the Budget for the various programs to which 
you have referred in your general statement? 

Mr. Ho.uister. The figure was $4,400 million, I believe. 


AMOUNT OF FUNDS CONTAINED IN BUDGET ESTIMATE 


Mr. Passman. And the Bureau of the Budget reduced that figure 
to $3,865 million? 

Mr. Houuister. That is what the President placed in his message 
and those are the figures that we are requesting the Congress to give. 
Since the time that the budget was originally developed it had to go 
to the printer and changes have always occurred, and as you point 
out, there was the estimated saving which resulted in the request of 
the new figure. 


AMOUNT OF FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Passman. I asked the question for this reason: In many in- 
stances the departments go before the Bureau of the Budget request- 
ing a sum much larger than the Budget allows, and I am interested as 
to whether the Bureau of the Budget approved the amount of funds 
you requested for this program for the fiscal year 1958. 

Mr. Ho.utster. You are talking now before the end of the calendar 
year 1956 when we originally prepared our figures? 

Mr. PassMan. Yes. 

Mr. Hottister. As I remember it, the final figures we submitted 
to the Bureau of the Budget were not cut from what we submitted. 
I would have to verify that. 

Mr. Passman. As you remember at this time, the Bureau of the 
Budget allowed your request? 

Mr. Ho.uister. Our final request, yes. Of course, these figures 
are all worked out, as you know, through a slow process, and the 








155 


Budget people keep in steady contact with us as we prepare our pro- 
gram for the coming year. 


PROPOSED DEVELOPMENT LOAN FUND 


Mr. Passman. In effect, could not this new loan fund properly be 
labeled a temporary world RFC program? 

Mr. Houuister. Well, I think that it would depend upon what 
your definition of that is. 

Mr. Passman. It is to make loans to nations and individuals? 

Mr. Houuister. The RFC program, as I remember it—and I was 
in the House when the first bill was passed—was a program to save 
shaky institutions of importance in the United States. As I remem- 
ber, it was first for railroads, insurance companies, and banks. It 
changed its character. In fact, a very substantial amount of money, a 
half billion at one time, was voted for relief purposes through the 
RFC, so to say whether it is an RFC program is a little hard to answer. 
It differs from the original concept of the RF in that that program, 
as I say, was to save shaky institutions in a country we all knew was 
basically sound. This program is to help develop parts of the world 
where that development is needed and where we believe for our own 
security it is wise to get stronger free nations. So I would say in that 
way it differs rather substantially from the old RFC. 


RFC LOAN POLICIES 


Mr. Passman. With regard to the old RFC agency, which the 
83d Congress abolished, a borrower could not obtain a loan until he 
had tried other lending agencies and application had been declined. 
Then he was privileged to apply to the RFC? 

Mr. Hou.tster. | do not think it was quite as specific as that. The 
general idea was that RFC financing would not be available to those 
who could meet reasonable banking terms. 

Mr. Passman. That is my understanding. 


PROPOSED DEVELOPMENT LOAN FUND POLICIES 


With regard to this particular loan program, a loan would be 
available where the World Bank leaves off? 

Mr. Houutster. And the Export-Import Bank. 

Mr. Passman. Where the security is not sufficient? 

Mr. Houutster. We want to be particularly careful we do not 
get into the areas of those other banks, and we expect to have the 
closest kind of liaison. In fact, we are hopeful that it will work the 
other way. We are very hopeful we may be able in a number of 
cases to supplement the activities of those banks so that a better job 
can perhaps be done and a kind of lending we might make would be 
perhaps secondary to their payment and something which would 
permit the development of a project in a country which they perhaps 
could not completely handle. 

Mr. Passman. Not actually a joint loan? 

Mr. Ho.utster. Not where we would be on a parity. 
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FAIRLESS COMMITTEE STATEMENT ON LOANS TO FOREIGN COUNTRIES 


Mr. Passman. When Mr. Benjamin Fairless, the coordinator of 
the President’s citizen’s advisory committee for the foreign aid pro- 
gram, appeared before this committee, he stated: 

In our view, loans by the United States repayable in the inconvertible currencies 
of foreign nations are undesirable, and the practice of granting them should be 
terminated. Our relations with other countries will suffer from United States 
control of large amounts of their currencies. The soundness of the loan device 
should not be jeopardized by inviting repayment in foreign currencies which 
cannot be freely spent by the United States. 


I said: 


That is a very excellent part of your report, and I might state that, in many 
instances in the past off-the-record statements by public officials indicate that they 
have very little faith in the repayment of many loans to foreign countries. Yet, 
when the same officials speak on the record, they are inclined to defend all loans 
as good loans. 

This keeps the real facts from being known generally. Evidently you have 
some knowledge of the situation I am describing, on account of what you have 
in this report. I certainly think the members of this committee and the Congress 
should be most grateful for this part—many parts, but especially this part—of 
your report, so we will recognize that many of these loans are nothing more than 
just paper, because if you come into possession of too much currency of some of 
these nations, you might as well have rocks, because it would be of just as much 

value. I think that is the emphasis you placed on this statement. We would 
like to have you elaborate on that a little further, Mr. Fairless. 

Mr. Farruess. You have really developed it yourself, right along the lines of 
our thinking, except to add one additional point: That most of these loans are 
paid over a long period of time. They are 40-year loans, and if we agree that loans 
made today, repayable 40 years from now, in either dollars or local currency, we 
think that that is a very dangerous contract in which to enter. 


Do you recall that part of his report? 

Mr. Houursrer. Yes. 

Mr. Passman. There is a difference between the administration’s 
views at this time and the thinking of Mr. Fairless. 

Mr. Houuister. Yes, to a certain extent. Do you want me to 
comment on it further? 

Mr. Passman. You might elaborate if you care to. 


COMMENTS ON FAIRLESS COMMITTEE STATEMENT ON LOANS TO FOREIGN 
COUNTRIES 


Mr. Houuister. It is obvious it would be much better if everything 
the Government could lend could be repayable in dollars, that every 
loan that was made could be a good, sound loan. If that were the 
case, there would be no need obviously for us to ask for this develop- 
ment fund. 

It is my feeling—and I am speaking for the administration now— 
that there are places in the world where at the present time a loan 
might not look particularly good, its chances of being repaid in cur- 
rencies which have a substantial exchange value are not high, but the 
whole theory of the development loan fund is that we will improve 
the conditions in these countries, and while we can make loans re- 
payable in the currencies of foreign countries as well as in dollars, 
we feel that it is better in helping to develop these countries to do it 
on a loan basis rather than on a grant basis. We feel that there has 
been too much done on a grant basis and with regard to loans which at 
the present time may look somewhat dubious, the making of loans of 
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that nature in this area is better than doing it on a grant basis. It 
makes the country feel a little more careful in what it wants to do 
and it puts the whole thing in a better businesslike relationship. 

Mr. Passman. I think Mr. Fairless went on to say that whereas 
in reality it would serve the purpose of a grant, it would be preferable 
for our nation to make an outright grant than to make such an un- 
sound loan. 

Mr. Houuister. There could be differences of opinion on that. 

Mr. Passman. I respect Mr. Fairless as one of the Nation’s out- 
standing financiers and businessmen. I think his reputation over a 
period of years certainly places him in that category. 

Mr. Houuisrer. I can wholeheartedly agree with you. I say in 
this particular thing I think he did not give full consideration to the 
needs of this particular part of the program. 

Mr. PassMANn. Perhaps too much of a businesslike approach to it? 

Mr. Houutster. Perhaps so. 


AID TO GHANA 


Mr. Passman. I notice in your report you mentioned something 
about helping Ghana, which has just become a nation. I wonder if 
we would not be better off to let the Ghanese get a little experience of 
their own as free citizens? 

Mr. Houuisrer. Well, let me take up your last sentence first. The 
last thing in the world we want to do is to tell them how to run it. 

Mr. Passman. We frequently do that when we go in with our aid. 

Mr. Houuister. Quite to the contrary. We do not try to do that. 
We do try to see to it that we do not give money to things which are 
obviously not going to give them the help we want. On the other 
hand, we are very careful not to try to force things on a country 
which does not want them. In our programs we negotiate with the 
country to do what the country wants and what we think is also 
advantageous. With respect to Ghana, I do not know whether you 
read the Vice President’s report on his trip or not. It is very interest- 
ing. There is a lot of good sense in it. 

We have a newly developed or developing country and a people 
who are not very far removed from the savage state. They are 
nationalistic the same as the people are in the rest of the world and 
desirous of finding some place for their new country in the family 
of nations. We believe sincerely that a small amount of advice, 
technical assistance, and things of that nature will be most helpful in 
stabilizing them so they do not fall prey to the first approach that 
may come from some international communistic plan. We sincerely 
believe that is worthwhile. 

Mr. PassMaAN. I trust you will not misconstrue my examination 
here, because these things I am going to take up have been brought to 
my attention by influential people in both of our great political parties. 


COW BARN PROJECT IN LEBANON 


Recently an article was mailed to me by one of my constituents, 
and it said: 
In the name of foreign aid our Government has built a $128,000 cow barn in 


Lebanon to demonstrate to the average families living on $100 or less per year 
the equipment they should provide themselves with in order to get ahead. 
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If this statement is true, would such a luxurious exhibit in a com- 
munity of poverty be helpful or harmful? 

Mr. Houuisrer. If that were the case, [ would say it would have 
been unwise. 

Mr. Passman. How much did that cow barn cost? 

Mr. Houuister. | do not know what cow barn you refer to. 

Mr. Roonry. The $128,000 cow barn in Lebanon. 

Mr. Houuister. You were reading from an article; were you not? 

Mr. PassmMan. I just wonder if you have any knowledge of this 
particular project. 

Mr. Houutsrer. If it is the one that I think it is, I can give you a 
complete statement on it. You are talking about an article that came 
out mm one of the magazines? 

Mr. PassMAN. The article was sent to me in a letter from a con- 
stituent. 

Mr. Houutster. I am sorry that you did not send it to me. We 
have a complete answer on that that we have had for some months. 

Mr. PassmMan. I have perhaps six or seven hundred similar letters 
from all over the United States. I selected several concerning which 
you might wish to elaborate. 

Mr. Houuister. I would like to give you 600 or 700 copies of the 
answers. 

Mr. PassMan. Let us consider this specific matter. Are you famil- 
iar with the cow barn? 

Mr. Houutster. If you will permit me, I have a statement on it 
which I would like to give to you. I cannot carry the exact figures 
in my mind. That involved a project the Lebanese Government 
wanted and we contributed a small amount to them. Most of it was 
done by the Lebanese Government. This particular project has been 
quite successful in increasing the output of the dairy herds of Lebanon. 
We can give you the figures on it. 

Mr. Passman. Would you care to insert the information in the 
record? 

Mr. Hou.ister. I would be glad to. 

(Editor’s note: Additional testimony may be found on page 165.) 


GRAIN SILOS AND WAREHOUSES IN INDIA 


Mr. PassMan. Is it true that in 1954 the officials of the foreign 
operations program in India decided to donate $1,539,000 worth of 
prefabricated steel for 52 easy-to-erect grain silos and warehouses to 
demonstrate what our American storage techniques could accomplish, 
and that last fall ICA officials admitted that the bulk of the mate- 
rial was still in Calcutta untouched? And, meanwhile, ICA 
approved a request from its office in India for an additional $4 million 
of United States taxpayers’ money for 600 more warehouses, in spite 
of the fact that in 2 years the Indians had not erected the buildings 
we had already sent them? 

Mr. Houuister. I will say what I said before, that months ago we 
issued a complete answer to these things. We sent it to every 
Member of Congress that inquired about it, and we have given it all 
the publicity that we can. 

Mr. PassmMan. Is what I asked true or not? 
Mr. Ho.utster. In those words, it is not true. 
Mr. PassMan. In what words would it be true? 
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Mr. Houuister. As I say, I cannot give you, from memory, the 
exact number which were erected and in what year and what they cost, 

Mr. PassMan. There are projects that we are dealing with daily, in 
terms of money. 

Mr. Ho.ustrer. All you are doing is reading a statement which 
came out in a magazine, which I am trying to tell you was true in 
part and untrue in part. 

Mr. Rooney. Will you please tell us in what part it was true and 
in what part it was untrue? 

Mr. Hou.ister. I have a complete statement on it. 

Mr. Roonry. May we have it? 

Mr. Ho.utster. | am offering it now to the committee. 

Mr. Passman. Will you submit it to the committee? 

Mr. Roonny. I would like to read it at this point. 

Mr. Passman. We should like to have at least some partial answers. 

Mr. Houuister. I cannot give it to you at this moment, because 
we have it at the office. We will have it up in half an hour. If I 
had known you were going to ask me these things, I would have 
brought it up. 

Mr. Roonsy. There will be a number of questions along this line. 

(Epiror’s Note.—Additional testimony may be found on p. 168.) 


HIGHWAY PROJECT IN THAILAND 


Mr. PassmMan. It has been said that in Thailand a 200-mile asphalt 
road was undertaken as a l-year project, the cost to be $6,500,000, to 
dramatize and demonstrate United States efficiency and peaceful 
pursuits. After 2% years the estimated cost was said to have sky- 
rocketed to $18 million for the first 100 miles alone, with completion 
not due before 1958. In the meantime, ICA is reported to have ex- 
panded this demonstration into a series of Thai highway projects 
which by the end of this month will have cost us $45 million, with no 
end yet in sight. Would you care to comment on this situation? 

Mr. Houutster. I have that in the same memorandum. 

Mr. Passman. Will you submit it to the committee? Is there any 
way we can get the information so we can discuss the matter here 
today? 

(Epiror’s NoTr.— Additional testimony may be found on p. 171.) 


HIGHWAY PROJECT IN JORDAN 


Mr, Gary. As long as you are talking about highways, may I say 
I have a friend who has just returned from a visit to Jordan, and he 
tells me that they are constructing a highway in Jordan, to which we 
are contributing a substantial sum, and that the highway is being 
lighted with electric lights throughout its entire length. Can you tell 
me anything about that? 

Mr. Houuister. I will be very glad to check it. I cannot tell you 
offhand. I would doubt it. 

Mr, Gary. That was told to me by a very substantial businessman 
from the city of Richmond, who has just returned from there. He 
said that they are lighting this highway with electricity. We do not 
light our highways in this country. 
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Mr. Houuster. Here is the information that has come from my 
office, Mr. Gary. 
(The information referred to was read, as follows:) 


JORDAN Roaps PrRoGRAM 


In reviewing the roads program in Jordan, our only purpose is to construct 
second-class, unsurfaced roads capable of handling truck traffic. In no instance 
do our project agreements provide for the furnishing of any materials other than 
equipment for construction and maintenance purposes. 

Our present roads program consists of the following: 

Kilo meters 
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Two farm-to-market roads in the Amman region: Sahab-Amman, 6 kilometers; 
Um Jouza-Ermemein to the Sweileh-Jarash Highway, 15 kilometers. 

Nineteen village access roads in three political subdivisions of Jordan Palestine: 
(1) Nablus, (2) Jerusalem, and (3) Hebron Districts, involving approximately 
122 kilometers of village road improvement and development. 

The only known lights on any highway in Jordan is a stretch of about 1 or 
2 miles within the limits of the municipality of Shuni, wherein the power and the 
lights were both furnished by the municipality itself, the road having been built 
by the British prior to United States participation in any program in Jordan. 

Mr. PassMAN. Could you supplement this with any late information 
that you may have in your files? 

Mr. Houuister. If we have more. This was gotten up as a result 
of the questions of yesterday. 

Mr. PassmMan. Some of the questions which I will ask before the 
hearings have been concluded certainly have been prompted by 
published articles; others from letters asking questions about the same 
articles. These statements are either true, true in part, or not true, 
and I think you will agree it will be up to the committee to establish 
their authenticity. 


FARM EQUIPMENT IN ETHIOPIA 


I have received a letter from an individual at Monroe, La., stating 
that, on good authority, from a relative who had visited Ethiopia, 
there were probably as many as 2,000 plows and tractors, which the 
Ethiopians do not want, or do not know how to use, rusting on the 
docks there. 

Are you familiar with this situation? 

Mr. Houuster. Well, I do not know about the docks. There is a 
lot of farm machinery there. I saw it the other day in Ethiopia. It 
was left by the old UNRRA activities. We have been teaching the 
Ethiopians to take this machinery, clean it up and fix it up and use 
it. It has been quite a satisfactory project. We had nothing to do 
with bringing it over originally; it was there and we are doing our 
best to get them to use it in some way, and they are using it very 
actively. 

Mr. Passman. The statement would not necessarily be true that 
they do not want the equipment? 

Mr. Houuster. No, sir. 

(Epiror’s Notr.— Additional information may be found on p. 167.) 
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PROJECTS IN IRAN 


Mr. PassMaANn. I am sure you must have read an article captioned, 
“Waste and Folly in the Application of Foreign Aid Funds as Applied 
to Iran.” I quote one sentence: 

In Iran, for example, the ICA built a sugar beet refinery but it could not be 
operated for 3 years because the Iranians did not know how to grow sugar beets, 

Is there any foundation for that statement? 

Mr. Houutster. I would have to check that. 

Mr. Passman. Will you check it? 

Mr. Houustrer. Yes. Let me say this, there are places in the 
world—and whether this is one of them or not I do not know— 
where projects have been built with American money and where 
they have been put into a country where there were inadequately 
trained people to run them. I think that was a mistake. Since T 
have been here, as far as I know, we have done nothing of that kind. 
We are insisting that before we approve projects of that nature there 
is an arrangement made for adequate training. There have been 
examples of that. 

Mr. PassmMan. Would not it be somewhat farfetched to build a 
refinery before first teaching the people to grow the sugar beets? 

Mr. Houuister. It may well be there were not enough people to 
run a particular refinery. I doubt if it was done before there were 
some crops to refine, because Iran, as I understand it, has large 
beet crops. 


FORMULATION OF PROGRAM BASED ON RECOMMENDATIONS OF COUNTRY 
MISSIONS 


Mr. PassMan. I should like to be corrected if in error, and would 
appreciate an explanation on whether or not this is about the way 
this program operates: Instead of from the top down, from the bottom 
up. 

Mr. Howuister. The technical aid program is all a part of my 
mission. 

The whole economic picture is under one head. 

Mr. PassMaANn. You have a person in charge of economic aid and 
technical assistance? 

Mr. Houuister. Yes. 

Mr. Passman. And you have another who heads the military 
mission ? 

Mr. Houuster. That is correct. 

Mr. Passman. Of course, you go into other nations, 66 I think in 
total, or maybe 67 with Ghana, giving some type of aid. You have 
missions in those countries? 

Mr. Houutster. We have missions in about 54 or 55. There are 
some 10 other countries where we have minor technical assistance 
programs. Those are largely the colonies of some other country 
where we go in for special purposes. 

Mr. Passman. And the basis for the funds is dependent upon the 
recommendations of the missions stationed in these several countries? 

Mr. Houuister. Yes. We naturally expect when we have an 
established mission they are in close contact with the officials of the 
country and the basis of the planning we do here is obviously on 
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information that we get from the field. However, when we move into 
a new country we usually send out a survey team to study that 
country, its needs, and we discuss everything with its people before 
we decide to do anything at all. 

Mr. Passman. And these members understandably may become 
enthusiastic concerning the value of the program in the countries 
where they are stationed? 

Mr. Houutster. Some become very enthusiastic; that is true. 

Mr. PassMan. It would appear to many, as taxpayers, that this 
program may be getting out of control. 

Mr. Houuister. Part of my job is to ride herd on that situation. 

Mr. PassMAN. You are only one man. 

Mr. Houusrter. I have a staff. That is the reason I do some 
traveling. I go out to these places to see if that is happening. There 
is no doubt about it, there is danger of that. That would be true in 
the United States Steel Co., or the Standard Oil Company of New 
Jersey. It is the duty of the head of a business to watch that kind 
of thing and to try to see that it does not get out of hand. I hope 
that we have been fairly successful in that. 

Mr. Passman. You certainly understand that I know you have 
been conscientious and sincere and that you are very able. 

Mr. Houuister. Thank you, sir. 

Mr. Passman. I cannot even run a little business that covers less 
than half a block in Monroe, La., without making mistakes. When 
you spread yourself throughout the entire world with several thousand 
people under you, and with the people developing into enthusiasts in 
their own particular operations, you may be able personally only to 
figuratively scratch the surface. 

Mr. Houutstrer. I am so glad that you have said what you have 
said. You know the difficulty of running any business. In a thing 
that is as widespread as this there are going to be mistakes made 
and some waste, there is no question about it. We believe that we 
are tightening up our processes all the time. 

Mr. Passman. I have heard an able former chairman of this com- 
mittee, Mr. Taber, speak highly of you. He was somewhat delighted 
when he found out you had been named to this position; I want to 
commend you likewise for endeavoring to do an excellent job. 

Mr. Houutster. I hope that Mr. Taber feels the same way today. 


REDUCTION IN PROGRAM FOR FISCAL YEARS 1956 AND 1957 


Mr. PAssMAN. Last year and, if I recall correctly, the year before, 
this subcommittee, in this committee room, in the Senate and in the 
House, was accused of wrecking the mutual security program by the 
appropriations reductions we made, totaling for the 2 years, I believe, 
$868,530,000 below the amount the other body had approved. 


INABILITY TO OBLIGATE MILITARY ASSISTANCE FUNDS 


Now, we learn just 11 months and 13 days later, that you are going 
to have in excess of one-half billion dollars you cannot spend, that 
you did not obligate and you did not reserve. Does not this indicate 
considerable uncertainty as to the amount of money actually needed 
for the program? 
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Mr. Houuister. Well, let me say, Mr. Chairman, I do not want to 
get into the figures on the military side of the program. I think that 
the military people will have to explain how that occurred. As I 
remember, it was the military figures you cut so substantially last year. 
As I remember, you cut only $100 million from the economic side of the 
program. It was largely because we had not demonstrated that the 
Asian development fund needed additional money. 

Let me say that I think the committee was correct in making that 
cut. 

I would rather have the military people discuss why it happened to 
them and why, notwithstanding the large cut, they still have found 
that they have not obligated a certain amount ‘of their funds. 

Mr. Passman. We should possibly compliment the military either 
for saving money or maybe we should condemn them for overstating 
their requirements. 

I make this comment because you are the director of the entire 
project. 

Mr. Houutstrer. That is correct. 

Mr. PassmMan. And, at the top level, the responsibility is with you. 

Mr. Houutstrer. I have to take that responsibility; yes. 


SIZE AND REPAYMENTS TO DEVELOPMENT LOAN FUND 


Mr. PassmMan. If we may return to the development loan program. 
If this fund is created, then will not the repayments be made to the 
United States Treasury? 

Mr. Hoxutster. No. Under the loan fund, the plan is to make it 
a revolving fund. The payments from this loan fund will be paid 
back into the fund. We are hopeful eventually that it will completely 
revolve so that there will not be any more money needed in it. 

Mr. PassmMan. There is no ceiling that has been placed on it for 
the time being? 

Mr. Houutstrer. Yes. The complete ceiling is the amount which 
we are requesting. 

Mr. PassMAN. The amount authorized. There would be repay- 
ments and ea payments which would certainly build the fund. 

Mr. Houtistirx. The interest payments would increase the fund. 
I should point this out, Mr. Chairman, it would not revolve, of course, 
for a number of years because with long-term loans, even though the 
amortization begins to come in, and under most of our loans they 
begin to be amortized within 3 or 4 years, for a few years there is no 


amortization and no payment, so for a few years s ere will be no 
revolving. When it does begin to revolve it ‘will | : slow and then 


it will gather momentum. 


REPAYMENT OF LOANS TO BE IN LOCAL CURRENCY 


I should also say inasmuch as we certainly expect to make loans in 
foreign currencies, the revolving of the foreign currency would not 
be as helpful as though it were in dollars. What these countries need 
generally is foreign exchange so they can get the things that they 
cannot get with their own currencies. 

Mr. PassMan. Many of these loans, of course, will be repayable in 
the currency of the particular country and the currency will have to 
be spent in that country? 
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Mr. Houuistrer. Unless, as we hope as time goes on, the currencies 
become are valuable. We have plenty of examples of that in 10 years, 
Certain countries have gotten in a better financial shape. 

Take, for instance, the Japanese yen. The Japanese yen is very 
valuable as an international asset. Right after the war the Japanese 
yen was not, worth much. That is the kind of thing that we hope 
will happen to some of these countries we would help 

Mr. Passman. Whatever the currency muy be, eventually that cur- 
rency would be something we could have on hand. 

Mr. Houuisrer. That would be the case for a while. 


TERMS OF PROPOSED LQANS 


Mr. Passman. What are the terms of these proposed loans? 

Mr. Houutster. We are not required to have any particular terms 
under the plan except that we expect to use the NAC, to perform a 
statutory job of reviewing all foreign loan policies of the United States, 
That is the National Advisory Counce ‘il, with which you are probably 
familiar, of which the Secretary of the Treasury is chairman and in 
which the interested departments of the Government have member- 
ship. Certainly we would be inclined at first to follow our present 
lending program in this field, which is roughly around 40 years. 

Mr. PassmMan. Forty years would be about the accepted term? 

Mr. Houuistzr. I think 40 years would be the extreme. The 
average might be somewhat less than that with interest payable, if in 
dollars, at 3 percent; if in foreign currency at 4 percent. That might 
well change. The money markets might change. That is what we 
are currently doing in the lending field. 

Mr. PassmMan. It is certain that many of us will not be here to 
know whether or not these loans have been repaid. 

Mr. Houuster. I think that is a fair statement, a fairly safe state- 
ment. 

POSTWAR ECONOMY OF EUROPEAN COUNTRIES 


Mr. Passman. Mr. Hollister, do you find the economy of the 
European countries may be stronger than in prewar years? 

Mr. Houuistrer, I do not know enough about Europe prior to the 
war. There is not any question but that most of the Huropean coun- 
tries are wonderfully better off than they were right after the war. I 
think that you would have to make a study of each individual country 
to see what the comparison is today with what it was before the war. 
T do not think it is a subject I know enough about. 

Mr. Passman. The Secretary of State indicated yesterday that, 
in his opinion, the economy of the average European country is 
stronger now than in prewar years 

Mr. Houutstmr. If the Secretary of State stated that, he probably 
knows more about it than I do. 

Mr. Passman. He made a statement to that effect, with certain 
qualifications. 

Mr. Houuister. Yes; that is my feeling. I do not know enough 
about the subject really to speak intelligently. I do know something 
about the situation as it has developed in those countries since the 
war. 
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MILITARY ASSISTANCE TO NATO COUNTRIES 


Mr. PassMan. I think the question is being asked for this reason: 
I have correspondence pointing out that most of these European 
nations, with a weaker economy than they have at this time, were 
able to prepare for and proceed with a long and expensive war. I am 
wondering if we are not perhaps damaging at least their pride, by 
continuing to subsidize even their military establishment. 

Mr. Houutstrer. You are referring to the military assistance, which 
we give the NATO countries? It is an interesting subject. There 
are some people who feel, and perhaps with some reason, that some of 
those countries should be paying more of the bill than they are. It 
must be remembered it is awfully hard to distinguish what is done for 
direct defense of a country and what is done for the direct defense of 
the whole group. If an early warning system is put into effect in 
Europe, does that early warning system protect the United States? 
It obviously does. It may be erected in one of our partners’ territory, 
and the query is to what extent they should contribute to that. As 
another example, one of these new communication systems that helps 
alert our planes if something starts, is that a defense? 

Mr. Passman. General Nordstadt has been quoted as saying the 
NATO nations are stronger than they have been. 

Mr. Houutster. It is hard to decide how much they should pay and 
how much we should contribute to that joint effort. 


COWBARN PROJECT IN LEBANON 


Incidentally, I have just had brought from the office a memorandum 
which answers the so-called Meader article, and I would be glad to 
read any part you want. 

Mr. PassmMan. What is that? 

Mr. Houuisrer. This is the memorandum which we sent out on 
April 19. That was 2 months ago, and it was in answer to the so- 
called Meader article that appeared in the Reader’s Digest, and it 
involves the cowbarn. Do you want me to read this? 

Mr. PassMAN. Yes. 

Mr. Houuister. The quotation from the article said: 


In the name of foreign aid, our Government has built a $128,000 cowbarn in 
Lebanon to demonstrate to average farmers living on $100 or less a year the 
equipment they should provide themselves with in order to get ahead. 


Here is our comment: 


This so-called cowbarn is part of an old overall animal husbandry program for 
which the Lebanese Government requested United States assistance. The re- 
quest was approved over 4 years ago. Funds were made available to the pro- 
gram in 1953, 1954, and 1955. No allotments have been made to it by the United 
States in 1956 and 1957. 

ICA records show that the United States contributed $48,265 toward the 
construction of an experimental barn, sheds, yards, silos, and so forth. This is 
almost $80,000 less than the article stated. The Lebanese Government itself 
spent 100,000 Lebanese pounds, about $30,000, in addition. 

Pure-bred Holstein bulls were imported to improve the strain of Lebanese 
cows in order to increase milk production and thereby enable Lebanese dairymen 
to earn more than $100 a year. The crossing of pure-bred bulls with native 
cows has resulted in such a great increase in milk production that new pasteurizing 
and milking plants have been built in Lebanon which have helped to develop the 
ery and create employment. These plants were financed wholly by private 
capital. 
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Mr. Passman. Who paid for the bulls, Mr. Hollister? 

Mr. Houutster. I do not know. We can find out. 

Mr. PassmMan. You might insert the information in the record. 

(The information requested may be found on p. 213.) 

Mr. Passman. Is the $48,000 cow barn good for the average 
individual who is making less than $100 a year? 

Mr. Houuster. This is listed as an experimental barn, shed, and 
silos. This happened, Mr. Chairman, 2 vears before I had any 
connection with the program. 

Mr. Roonry. Who was in charge of the program at the time it 
was started? 

Mr. Houuister. I imagine Mr. Harriman. 

Mr. Roonny. When these moneys were advanced who was respon- 
sible for allocating the funds? 

Mr. Houser. In 1953 and 1954 Governor Stassen was conducting 
the program. 

Mr. Roonry. That is what I suspected. 

Mr. Taser. When was it built? 

Mr. Houutsrer. I suppose it was built a couple of vears ago. | 
really do not know. There has probably been no money appropri- 
ated in the last 2 years for it. I suppose the money was obligated 
back in 1953, 1954, or 1955, and it was probably planned before that. 

Mr. Lannam. Was it completed? 

Mr. Houutster. I can find out. I assume that it was. 

Mr. LanwaAm. You say that there has been no money spent in the 
last 2 years? I wonder if they completed it. 

Mr. Ho.uutster. I assume from the memorandum that it was 
completed 2 or 3 years ago. 

Mr. Rooney. Perhaps they did not want any more money. 

Mr. Houutster. I would not know, Mr. Rooney. 

Mr. Passman. Do you know how many bulls we sent over there? 

Mr. Hotutster. I do not know. 

Mr. Chairman, do you want the information on the Ethiopian busi- 
ness? I have a complete answer to the Meader article. 

Mr. PassmMan. Without objection, I will yield to the distinguished 
gentleman from New York. Before doing so, we will insert in the 
record the information from the Department regarding the inquiries 
which I made earlier. 

(The information referred to is as follows:) 


CoMMENTS BY THE INTERNATIONAL COOPERATION ADMINISTRATION ON REPRE- 
SENTATIVE GEORGE MEADER’s ARTICLE IN THE APRIL READER’S DIGEST, 
“Our Foreign-Aip Program—A Bureaucratic NIGHTMARE”’ 


LEBANON 


Page 94: “In the name of foreign aid our Government has built a $128,000 
cowbarn in Lebanon to ‘demonstrate’ to average farmers living on $100 or less a 
year the equipment they should provide themselves with in order to get ahead.” 


Comment 


This so-called cowbarn is part of an overall animal husbandry program for 
which the Lebanese Government requested United States assistance. The request 
was approved over 4 years ago. Funds were made available to the program in 
1953, 1954, and 1955. No allotments have been made to it by the United States in 
1956 or 1957. 

ICA records show that the United States contributed $48,265 toward the con- 
struction of an ‘‘experimental barn, sheds, yards, silo, etec.’’ This is almost 
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$80,000 less than the article states. The Lebanese Government itself spent 
100,000 Lebanese pounds (about $30,000) in addition. 

Pure-bred Holstein bulls were imported to improve the strain of Lebanese cows 
in order to increase milk production and thereby enable Lebanese dairymen to 
earn more than $100 a year. The crossing of purebred bulls with native cows 
has resulted in such a great increase in milk production that new pasteurizing and 
milking plants have been built in Lebanon which have helped to develop the 
economy and create employment. These plants were financed wholly by private 
capital, 

ETHIOPIA 


Page 94: “But at last report everyone [in Ethiopia] was too busy to put to use 
2,000 plows and a store of tractors rusting away since UNRRA days.” 


Comment 

Thousands of tons of agricultural equipment were left in Ethiopia by UNRRA 
(the United Nations Relief and Rehabilitation Administration, which had no 
connection with ICA or its predecessor agencies) in the immediate post-World 
War II period, and before that by the Italians when the British drove them out in 
1941. By the time the United States technical cooperation mission was estab- 
lished in 1952 this equipment was in such poor condition, through mismanagement, 
lack of repair and insufficient storage space that it was unusable. Therefore, 
one of the earliest (and still continuing) projects was to assign an ICA technician 
to the job of training and supervising Ethiopians in rehabilitating it. Some of it 
now is in use in joint United States-Ethiopian projects, and the rehabilitation 
work is still continuing under American guidance. 


AFGHANISTAN 


Page 94. ‘“‘* * * the United States advanced $39,500,000 of loans to complete 2 
dams in the most isolated part of Afghanistan. The idea was to produce in- 
dustrial hydroelectricity and pour out water to reclaim a million acres of desert on 
which to resettle the nomads. Today, 2 to 5 years after completion of these dams, 
there still is little power equipment installed and no electricity has been generated.” 
Comment 

This is a reference to the Helmand Valley development project, an undertaking 
of the Government of Afghanistan, and not of ICA or its predecessors. Some work 
on this land reclamation project was done prior to World War II. Shortly after 
the end of the war, the Afghan Government resumed work and retained the 
American engineering firm of Morrison-Knudson to earry it out, the Afghans pay- 
ing the costs. 

The Export-Import Bank in 1950 made a loan of $21 million to Afghanistan to 
continue work on the project and in 1954 made a second loan of $18,500,000. 
As of today two large storage dams and related irrigation canals have been com- 
pleted. The primary purpose of the dam was not to generate electrical energy 
immediately, but to provide land for resettlement. Unfortunately, the whole 
project was not adequately planned by the Afghan Government. However, so 
much had already been done that ICA has tried to help the Afghan Government 
realize as much as possible on its investment and has provided Afghanistan with 
technicians as advisers on the project. ICA also financed a survey by the Tudor 
Engineering Co., of San Francisco, designed to assist the Afghans to complete the 
development as well as possible. 

Page 94: Courtney Kimler said, ‘‘“Show them how to make a $5 weaving rack so 
the rugmakers can bring their work inside during the winter months in which 
they now sit idle * * *. No one would listen.”’ (Pesumably meaning ICA.) 


Comment 


Mr. Kimler was sent to Afghanistan in 1955 by ICA, and again in 1956 by 
ICA. His reports recommended that assistance be given to the rug-weaving 
industry and this proposal was adopted by ICA. One of the foremost authorities 
on rug weaving in the United States was sent to Afghanistan by ICA, and he has 
been working there on a rug-weaving project for almost a year. 

Page 95: ‘Instead of starting with wheel and axle, ICA gave $14,500,000 last 
year to start 5 airports and provide electronic equipment for a sixth which Russia 
is constructing.” 

Comment 


The United States believes that it would be highly advantageous to the free 
world to direct the trade and travel of Afghanistan, long an object of Russian 
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expansion, southward instead of northward to Soviet Russia. Therefore, ICA 
is planning to assist in highway development between Afghanistan and Pakistan. 
The terrain makes railroad development of doubtful wisdom. 

The civil aviation program was requested by the Government of Afghanistan, 
Under this program the United States will help Afghanistan expand its domestic 
airlines, supplies, build new airports and improve air to ground communications. 
As a result of the development with part of these funds of an international airport 
at Kandahar, Afghanistan’s second largest city, United States commercial planes 
will be able to link Afghanistan with the other countries of the free world. 


INDIA 


Page 95: “* * * ICA spent little on these community-developed projects last 
year.” 
Comment 

Many present ICA technical cooperation projects are connected in one way or 
another with the community-development program in India. ICA has sup- 
ported the following activities in India in this field: extension and home science 
advisers; the services of five land-grant colleges to aid agricultural education and 
research institutions; projects in agricultural information; livestock improvement, 
irrigation, marketing, and dairy development; pesticides and equipment in sup- 
port of the malaria control program; pipe and other supplies to the national 
water supply and sanitation programs; health experts and demonstration equip- 
ment which will help train a quarter-million doctors and a half-million nurses; 
help in the development of home science departments in universities and aid in the 
reorientation and expansion of the secondary school system. 

Page 95: ‘“‘A United States mission of more than 400 works hard’”’ (in India). 


Comment 

As of February 1957 there were 160 Americans on ICA’s payroll in India and 
82 under contract in India, making a total of 242. In addition, there were 174 
Indian nationals working for the mission. Mission employees are assigned to 
live and work in all parts of India, not just in the mission headquarters. 

Page 96: “In 1954, after telling Congress that it intended to spend but $639,000 
on all transportation and communications in the country, the mission made 
India an outright gift of $20,500,000 worth of new railroad equipment alone.” 


Comment 

Congress had continuously recognized the authority of ICA and its predecessor 
organizations to transfer funds from one program to another. The figures pre- 
sented to the Congress are the result of planning which has to be developed 
months ahead of time. Often when the time comes to put the program into 
effect, conditions in a country have changed materially, and the best results can 
be achieved by changing the program to meet the then existing conditions. 

In making the illustrative presentation to Congress in the summer of 1953, 
the Foreign Operations Administration (predecessor to ICA) listed $639,000 for 
“transportation, communications, power’ for India. More than 6 months after 
this illustrative program had been presented, the Foreign Operations Administra- 
tion approved an India railway program of $20.5 million. 

The reason for this change was that during the summer of 1953 food production 
in India and grain harvests far exceeded expectations. As a result, the Indian 
Government urgently asked assistance be given to their railroad rehabilitation 
program so that this food and other materials could be properly distributed 
through the nation. Funds were therefore transferred from proposed agri- 
cultural programs into the more pressing railway program. 

Page 96: ‘“* * * our foreign aid officials in India decided to donate $1,539,000 
worth of prefabricated steel for 52 easy-to-erect grain silos and warehouses * * *.” 
‘* * * TCA approved a request from its office in India for an additional $4 
million of United States taxpayers’ money for 600 more warehouses—in spite of 
the fact that in 2 years the Indians hadn’t got around to putting up the buildings 
we had already sent.” 


Comment 

To avert the threat of repeated local famine conditions, the Government of 
India is in the process of establishing a grain reserve of some 2 million tons. 
This reserve requires a greatly expanded storage capacity. 

The 50 prefabricated buildings for flat storage of grain and 2 silos arrived in 
India in December 1955. In April 1956, at India’s request, ICA agreed to 
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supply an additional 500 storage buildings at a cost of $4 million contingent, 
however, on the erection of the first 52 buildings by the Indian Government. 
Unfortunately, there were delays on the part of the Indian Government, so that 
early in 1957 [CA reduced the number of buildings to be constructed under this 
program from 500 to 100. In March 1957, not having received the previously 
requested assurances with respect to the construction of the 52 buildings, the 
entire $4 million project was canceled by ICA. 
Page 96: ‘‘Nearly $4 million worth of motor vehicles was given away.” 


Comment 

Motorized transport equipment has been one of the major United States con- 
tributions to India’s community development program which the article earlier 
describes as India’s “best project.’”’ The value of this equipment over the 5 
years since the United States aid program began totals nearly $8 million and 
includes nearly 2,000 jeeps which are the only motorized transport equipment 
which can be used in many parts of India; 236 jeep station wagons; 30 health 
vans; 34 motor graders; 163 tractors, some of them fitted with bulldozers; 38 road 
tillers; and 350 trailers. 

Page 96: ‘“‘G. Corson Ellis, vice president of the Association of Consulting 
Management Engineers, * * * told the House Foreign Affairs Committee that 
he was not permitted to serve private businesses—just government undertakings; 
that he had to wait 7 months before the Indian Government would let him have 
any people to train; that his job was impossible because of a resistance to criticism 
and to the idea of a free economy.” 


Comment 

Mr. Ellis, a partner in the management engineering firm of A. T. Kearney Co., 
of Chicago, went to India in 1955 under an ICA-financed contract between his 
firm and the Government of India to set up a management development program. 
In 1956, a little more than a year later, the contract between Ellis and the Indian 
Government was mutually terminated. The principal reason why ICA originally 
sponsored the contract was in an endeavor to bring about a more enlightened 
attitude on the part of the Indians toward private management which would 
alleviate some of the problems of which Mr. Ellis complained. Other United 
States management engineering firms are still carrying on management develop- 
ment programs in India, and have been able to work effectively with Indian private 
industry. 

GREECE 


Page 97: ‘‘In Greece, Marshall plan tractors rusted on the docks 2 years after 
arrival because the country couldn't absorb all the aid we insisted upon giving.’’ 


Comment 


The tractors referred to were sent to Greece by UNRRA in early 1946, and had 
no connection with ICA or its predecessor agencies. Because of the civil war in 
Greece and because a number of the tractors were unusable in that country 
without certain modifications in their equipment, the tractors were not used 
immediately. Eventually, however, the tractors were converted and were 
absorbed by the Greek economy. 

LAOS 


Page 97: “Recently, in Laos, a country of 1% million inhabitants, Congressmen 
saw a depot crammed with enough expensive drugs, hypodermie needles, and other 
medical supplies to care for much of southeast Asia.” 


Comment 


ICA has supplied $83,000 worth of first-aid kits for the Laotian villages and 
$150,000 worth of pharmaceuticals for use in the malaria eradication program. 

The Philippine-Laos Junior Chamber of Commerce has jointly sponsored a 
project called Operation Brotherhood which supplies medical items donated by 
pharmaceutical houses. Dr. Thomas A. Dooley, a young ex-United States Navy 
doctor, is also operating a small private medical team in Laos and has enlisted the 
aid of many American drug supply houses to help him carry out his mission. 

Private importers have also been allowed, by the Laos Government, to purchase 
pharmaceuticals through normal trade channels. 
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THE PHILIPPINES 


Page 97: ‘‘Expensive pieces of electrical equipment, including electronic micro- 
scopes, were purchased for the Philippines when no power or personnel to operate 
them was available.”’ 


Comment 


When arrangements were made to send an electronic microscope to the Los 
Banos College of Agriculture—about 30 miles from Manila— verbal agreements 
had been made to get power from the Philippine National Power Co. Later 
it was deemed not economically feasible to put a power line into the college. The 
college had been generating its own power from outmoded and obsolescent equip- 
ment. ICA supplied some new generators. These supplied power not only for 
the new microscope, but also for the entire college. A Filipino operator for the 
electronic microscope has been trained in the United States and is working for the 
Los Banos College. 

Page 97: “Distilled water was ordered from the United States to be shipped to 
Manila, despite the fact that stills to produce such water on the scene had already 
been supplied.” 


Comment 


$250 worth of distilled water was sent to the Philippines in 1951 by the Mutual 
Security Agency (predecessor to FOA and ICA). This was specially prepared 
distilled water to be used for intravenous injections. There was an inadequate 
supply of vials in the Philippines at the time—the vials of water from the United 
States cost 10 cents each—and it would have cost approximately the same to 
have sent empty vials and to have had the Philippines fill them. 


WASHINGTON 


Page 97: “In the current fiscal year $1,749 million was appropriated for non- 
military assistance—an increase of $68 million over 1956, even though ICA ended 
the year with a backlog of nearly two billions it had been unable to spend.”’ 


Comment 


Because it operates on the basis of year-to-year appropriations, ICA must 
always have a pipeline of unexpended obligations to pay for commodities and 
goods on order, and to finance previously approved projects and contracts. At 
the end of 1956 fiscal year, ICA’s unexpended balance was $1,760,200,000, but of 
this amount $1,617,600,000 was unexpended obligations. The remainder in- 
cluded $97,200,000 in special Asian economic development funds which Congress 
authorized to be obligated over a 3-year period and a congressional reappropria- 
tion of $45,300,000 in Palestine re fugee funds which re mained unobligs ated at the 
end of the 1956 fiscal year. Under law, ICA unobligated funds remaining at the 
end of a fiscal year in annual appropriations accounts automatically revert to the 
Treasury unless specifically reappropriated by Congress. 

Page 97: “By 1953 the foreign-aid bureaucracy had be ecome so swollen and 
topheavy that ‘Congress ordered a 10 percent cut in its 7,000 personnel. Yet 
today it has more employees than ever—more than 8,000.’’ 


Comment 


Total employment in ICA has risen from 7,556 on January 31, 1953, to 8,616 
as of January 31, 1957, but these figures do not reflect the significant changes 
that have taken place in the nature of the program and the composition of its 
personnel, The following figures are provided for ee purposes: 

















Jan. 31, 1953 8 | Jan. 31, 1954 | Jan. 31, 1957 
E bis Here ratge TOUTES nec a? 
Americans: 
Administrative. ..-.....-... 7 2, 784 | 1, 952 | 2, 101 
Program....._.... LASSE. 22 AION 1, 990 | 2,055 | 3, 088 
Subtotal. __.. Tac er pee. ay 4, 774 | 4,007 5, 189 
Foreign nationals: , 
Administrative - -. 1, 664 | 1, 121 ! 1, 197 
Program... ¥ 1, 118 | 883 2, 230 
RON etter ae er nr gn or mart aitag a yathnne 2, 782 | 2, 004 | 3, 427 
NRUI: ssnclesbneianinshhalaci aps Laitakiiss~cablaues 6a). 6021 Py (8, 616 
} 
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The number of employees paid from administrative funds has been substantially 
reduced, while those paid from program funds (technicians) have increased. This 
change is primarily because ICA is no longer concerned with the economic re- 
habilitation of the developed countries of Europe but has turned toward the less 
developed areas of the world. This has necessitated a change in the type of 
employee required by the program. Increasing emphasis has been given to the 
employment of qualified American technicians who can transmit American 
techniques and methods to the indigenous population of the underdeveloped 
countries. 

JORDAN 


Page 97: “Jordan, a poor, arid country with 1,500,000 population, has an 
overwhelming problem: a half million Arab refugees from Palestine. Our major 
cure has been to construct throughways for the country’s fewer than 9,000 
automobiles.”’ 


Comment 

The major cure for the Palestine refugee problem has never been roadbuilding 
but development of the Jordan River. To this end the President 3 years ago 
designated Eric Johnston as his special representative to try to get the 4 
countries involved—lIsrael, Jordan, Syria, and Lebanon—to agree to develop the 
river, to date without success. The United States has for the past several years 
contributed millions of dollars to the U. N. to feed the Palestine refugees. The 
road program is not part of a direct attempt to relieve the refugee problem. 

Jordan has only 225 miles of railroad, so it must also depend on highway 
transportation. Following the establishment of the State of Israel, transportation 
which had formerly flowed east-west from Jordan to the Mediterranean was cut 
off and had to be diverted into a north-south movement. There was a need for 
connecting links with roads leading northward to Lebanon and Syria and south- 
ward to the port of Aqaba, and for roads connecting the 4 areas of Jordan con- 
taining the bulk of the country’s 14 million population, including the Arab 
refugees. A total of 13 projects involving 72 miles of road were undertaken. 
The largest stretch is about 30 miles long. Most of these roads are only gravel, 


THAILAND 


Page 97: “In Thailand a 200-mile asphalt road was undertaken as a l-year 
$644 million ‘dramatic demonstration of United States efficiency in peaceful 
ursuits,’ but after 2% years the estimated cost has skyrocketed to $18 million 
or just the first 100-mile stretch, with completion not due before 1958. Mean- 
time, ICA has expanded this ‘demonstration’ into a series of Thai highway projects 
which by June will have cost us $45 million and no end in sight.’ 


Comment 


The purpose of this road was not basically to provide a ‘‘dramatic demonstra- 
tion’’ but was instead one of the first elements of the new defense support program 
undertaken in mid-fiscal year 1955 in response to increased Communist penetra- 
tion of the neighboring countries of Vietnam, Cambodia and Laos. This highway 
is part of a program to increase the mobility of Thailand’s defense and internal 
security forces. 

At an early stage, a preliminary cost figure of $644 million (plus $1 million Thai 
contribution) was suggested, based on generally unchecked Thai data. However, 
before ICA undertook to contract for any of this work, an engineering survey was 
arranged in order to secure more realistic cost figures. This resulted in an estimate 
of $22 million for a 206-mile highway. Consequently, it was decided to build only 
the first, more critical, 100-mile segment, which costs about $18 million because it 
is all new construction through difficult terrain. The second 100-mile stretch was 
to have been only the rehabilitation of an existing highway. 

A general highway improvement program was also undertaken to improve key 
segments of the Thai highway system. This was not a mushrooming into a 
“series” of other projects with “‘no end in sight,’’ but constituted instead a 
comprehensive plan for highway improvement for primarily defense and internal 
security reasons. Over a 3-year period the cost will be approximately $45 million. 

Page 98: “The American contractors’ 150 employees (working on the highway 
project have to be paid during the 6-month rainy season when they can only 
sit.”’ * * * “the boss of 1 team collects $27,750 a year;’” ““* * * 14 other engineers 
get $17,400 each * * *” 
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Comment 


Engineering and construction operations in Thailand proceed throughout the 
rainy season with comparatively little lost time because much of the highway is 
being built through a semiarid part of the country. { 

ICA carefully screens all salary contracts to insure that they are equitable and 
necessary in order to secure competent highway engineers and construction 
personnel in the present highly competitive United States market for these 
critical specialists. Personnel of substantial experience and competence are 
needed for this difficult work. 

BURMA 


Page 98: “Meanwhile, Burma, 4 years ago, rejected further wholesale gifts 
from the United States.” 
Comment 

In 1953, after nearly 3 years of technical cooperation with the United States, 
Burma, for political reasons not related to the United States aid program, requested 
that the program be phased out. This was done gradually over a period of months, 
and Burma contracted with some of the United States technicians to stay on and 
work in the employ of the Burma Government. 

However, we are again carrying on a program in Burma. The Burmese on 
March 21, 1957, concluded 2 loan agreements with the United States totaling 
$42.3 million, $17.3 million of which is in Burmese currency received from Burma 
for the purchase of United States surplus agricultural products. All these loan 
funds are to be used to further economic development in Burma, and are to be 
repaid with interest over a 40-year period. 


STATUS OF OBLIGATIONS—FISCAL YEAR 1957 APPROPRIATION 


Mr. Taser. Mr. Hollister, I would like to have prepared for the 
use of the committee a table showing a breakdown of these items on 
your chart, showing the amounts that were provided in the 1957 
appropriation act and in the second column the obligations to the 
latest date, specifying that date—the obligations out of the 1957 ap- 
propriations—and in the third column the request for 1958. 

I think it would be a good idea to furnish enough copies for all the 
members of the committee. 

Mr. Houutster. You want a column first of a breakdown of the 
minor categories of the 1957 appropriation and obligations to the 
nearest date we can get them, which would be through May. 

Mr. Taser. If it is through May, that would help. 

: Mr. Houuister. We would not be able to get them any later than 
May. 

Mr. Taser. We have to have that information in order to make a 
real proper evaluation. 

Mr. Passman. We are going to get all of that information from 
Mr. Murphy when we hear from him. 

Mr. Taser. I think I would like to see it now. I want to have it 
before we hear Mr. Murphy. 

Mr. Houuister. We have the information in the presentation book 
through the end of February, but we will try to bring it up to date. 

(The information requested is as follows:) 
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Murvat Security Program 


Status of obligations, summary of fiscal year 1957 appropriations—worldwide 


{In thousands of dollars] 


Reappro- Estimated 









































| New priated adjust- Available | Cumula- | Fiscal year 
| appropria- and ment for tive 1958 
tion transferred | reflecting | obligation | obligations | appropria- 
fiscal year from transfer | fiscal year | May 31, tion 
1957 fiscal year and sec. 1957 | 1957 request 
1956 | 401 author- 
account izations 
| 
Military assistance, general: | | 
Department of Defense. ; 3 017, 500 195, 500 & 2, 213, C00 1 1, 474, 100 2 1, 900, 000 
Defense support, Europe | 68, 700 3 +34, 364 103, 064 71, 969 30, 000 
Defense support, Near East | 
and Africa 4 167, 500 167, 500 90, 600 142, 000 
Defense support, Asia 873, 500 873, 500 757, 990 728, 000 
Defense support, Latin Amer- | | 
ica. | 52, 000 52, 000 | 44, 653 | a ited 
Total, Defense support 1, 161, 700 3 +-34, 364 | ‘1, 1 6, 084 | 965, 212 900, 000 
Development assistance ; 250, 000 = 4~—1, 150 248, 850 137, 882 | (5) 
Development loan fund : 500, 000 
Technical cooperation, gen- | 
eral___-- ; : 135, 000 | 6 1, 620 |. 136, 620 | 108, 404 151, 900 
United Nations expanded 
proaramis of technical assist- | 
ance. 15, 500 | 15, 500 | 15, 500 | 15, 500 
Technical coope ration pro- | 
grams of the Organization | 
of American States... -- 1, 500 \ 1, 500 1, 500 1, 500 
Special assistance - 300. 000 
Special Presidential fund - 100, 000 8 —34, 364 7 65, 636 $11, 777 
Special assistance in joint con- 
trol areas, Europe ; 12, 200 | 12, 200 11, 446 11, 500 
Intergovernmental Commit- | | | 
tee for European Migration | 12, 500 ; 12, 500 | 10, 309 12, 500 
United Nations Refugee | | | 
BN ins acres wos ogre seme | 1, 900 | 1, 900 1, 900 2, 233 
Eseapee program - } 6, 000 6. 000 | 9 5, 564 5, 500 
United Nations Children’s | 
Fund | 10, 000 | y | 10, 000 10, 000 11. 000 
United Nations Relief and | | | 
Works Agency-..-- } 45, 300 | 45, 300 21, 500 | (19) 
Ocean freight charges, “United | | 
States voluntary relief | | 
agencies 2, 500 2, 500 | 2, 036 2. 200 
Control Act expenses-_- 1,175 | ! 1,175 | 1, 033 1, 300 
Administrative expenses, sec. | | | 
411, Mutual Security Act___| 33, 595 | --| +1, 150 34, 745 | 31, 328 39, 577 
President’s fund for Asian | 
economic development... 11 95, 548 | eae 95, 548 | 1, 975 | (22) 
Foreign research reactor proj- | 
ects | 5, 500 | led. eee 7, 000 
NATO building fund |: ie orakae 2, 700 
Grand total... - | 3, 706, 570 337, 968 4, 104, 538 | 2,811,466 | 3,864, 410 
Recapitulation by agencies: 
Department of Defense...| 2,017, 500 195, 500 |.....--. 2, 213, 000 1, 474, 100 1, 900, 000 
Other agencies 4 aes 1, 749, 070 145, 06 1 -i...5,~- 1, 891, 538 1, 337,366 | 1,964, 410 
| | 








1 Estimated May: 31, 1957. Actual Apr. 30, 1957, $1,242,271. 
2 An additional $500, '000, 000 of prior year unobligated requested for reappropriation. 

3 Comparative transfer from special Presidential fund (sec. 401) to defense support, Europe, to cover 
defense-support requirements programed under that fund for Iceland, $9,364,000, and Spain, $25,000,000. 

# Amount transferred from sec. 201 funds to sec. 411 funds pursuant to sec. 411 ‘(o) of the Mutual Security 
Act of 1954, as amended. 

5 Up to $30,000,000 of unobligated balances is being requested for reappropriation. 

6 Unobligated balance of no-year funds, Institute of Inter-American Affairs. 

7 Includes requirements for Hungarian refugee program. 

§ Department of State obligations as of Apr. 30, 1957; other agencies as of May 31, 1957. 

® As of Apr. 30, 1957; May obligations not available from Department of State. 

10 $23,800,000 being requested for reappropriation. 

11 Unobligated balance of Asian economic development fund of $100,000,000 available for obligation through 
fiscal year 1958. 

12 $87,800,000 continued available. 


Mr. Taper. Off the record. 
(Discussion off the record.) 
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BASIS FOR ESTIMATE FOR DEVELOPMENT LOAN FUND 


Mr. Passman. Mr. Hollister, how did you arrive at the $500 
million estimate requested for the development loan fund? 

Mr. Houuister. First, this year we have made loans and grants of 
about $400 million, largely in development work, one kind of work or 
the other, in the different countries. We have, as I told you in my 
memorandum, projects which we have tentatively w orked on and 
which have been sent in. We have checked them pretty carefully and 
there are something over $1 billion in potential applications from the 
countries where we would probably operate in this area, and it seems 
that $500 million was about the minimum which we ought to have 
available if we expect to move properly into this field. 

You understand, a substantial amount of the money that appeared 
under defense support in 1957 appropriations was really development 
activities and we are now moving that money out of defense support. 
A large part of that will drop into the development loan area. 


STATUS OF LOANS MADE TO FOREIGN COUNTRIES 


Mr. Passman. Will you provide for the record information as to the 
number of the countries and the amount of the loans, the terms of the 
loans and when they were supposed to be repaid? 

Mr. Houuister. The ones that we have been currently making in 
1957? 

Mr. Passman. Bring up to date the loans vou have outstanding, 
and indicate whether they are to be repaid in the currencies of the 
various countries involved. 

Mr. Houuister. Yes, sir. 

(The information following was subsequently supplied :) 


INTERNATIONAL COOPERATION ADMINISTRATION 
Report ON Country LOANS AS OF DECEMBER 31, 1956 


Issued February 26, 1957; prepared by Accounts Division, Office of the Controller, 
ICA/W 


FOREWORD 


Loan agreements entered into by ICA and predecessor agencies with other 
countries are generally in the nature of credits rather than monetary advances. 
The procurement authorizations or project agreements constitute agency obliga- 
tions and not the loan agreement per se. In a minimum number of instances the 
commitment took the form of an exchange of letters. Disbursements in liquida- 
tion of program obligations allocated to the loan program are treated for account- 
ing purposes as advances under the loan agreement, in accordance with arrange- 
ments agreed to by the recipient borrower. An exception to this concept is the 
loan of $100 million to the European Coal and Steel Community, wherein the loan 
agreement constituted an obligation of funds. The projects to be funded by loan 
advances are detailed to some degree in the loan agreement. 

Certain of the loans are based on discretionary legislative authority. An 
example is the group of country loans financed from public debt authority author- 
ized by the ECA Act, Public Law 472, authorized in addition to the regular 
appropriations, which latter were available for aid on terms of grant. Other 
loan programs were mandatory, in that enabling legislation directed that a per- 
centage of the total annual appropriation or a minimum fixed amount thereof be 
extended as aid on terms of repayment. 

Section 111 of the ECA Act provides that the Export-Import Bank of Washing- 
ton shall act as the fiscal agent of that agency in connection with loan agreements 
executed under authority of such act. The Appropriation Act of 1951 making 
additional public debt authority for assistance to Spain, in the amount of $62.5 
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million, provides also that the Export-Import Bank shall act as the fiscal agent, 
citing section 111 of Public Law 472 for precedent of fiscal agency implementation. 
The loans receivable are not available to ICA but the collections of interest and 
principal on country loans which were funded from public debt authority must 
be applied by the Export-Import Bank to the reduction of accrued interest and 
rincipal on the notes of the former ECA Administrator issued to the Treasury 
Jepartment. The collections of interest and installments of principal on country 
loans which are funded from annual appropriations are deposited by Export- 
Import Bank to the credit of miscellaneous receipts of the Treasury. 

Following is a brief summary of the provisions of the various classes of country 
loans with particular reference to the related legislative authorities: 


Public Law 472, Economic Cooperation Act of 1948, as amended 


Country loans totaling $1,139,758,164.65 were disbursed, and were funded to 
the extent of $1,121,989,664.72 from public debt authority and the balance of 
$17,768,499.93 from ECA appropriations. The full amount of the borrowing 
authority of $1,122,300,000 was not utilized due to liquidation of underlying 
PA and TAA obligations in lesser amounts than originally obligated. The grace 
periods for interest and principal have expired on all of these loans and payments 
are due on June 30 and December 31 of each year direct to the Export-Import 
Bank. Interest and principal repayments are due in United States dollars. 


Public Law 329, Mutual Defense Assistance Act of 1949 


These loans were funded from appropriated funds to implement wheat ship- 
ments to Afghanistan and Pakistan during the period that these country programs 
were operated by the former TCA in the Department of State. Interest and 
principal are to be paid in United States dollars. 


Public Law 759, Appropriation Act of 1951 


There are 36 subauthorizations to private Spanish enterprises, with repayment 
unconditionally guaranteed by the Government of Spain. Interest accrues on 
each subauthorization from the dates of each advance. Funds for advances 
under these loans are derived from public debt authority. This special loan 
program was authorized by Public Law 759 prior to the time Spain became a 
cooperating country under the foreign assistance program. Repayments under 
the loan are due in United States dollars. 


Public Law 48, India Emergency Food Aid Act of 1951 


This act authorized the furnishing of $190 million wheat assistance to India 
on terms of repayment, and provided that the unobligated balance of the appro- 
priation for “European economic assistance,” as of June 30, 1951, be used for the 
perpen, and that to the extent of the shortfall in unobligated appropriation, the 

alance could be funded from public debt authority. Final disbursements 
amounted to $189,656,420.78, funded to the extent of $162,402,104.78 from 
appropriations and $27,254,316 from public debt authority. Repayments under 
the loan agreement are to be made in United States dollars.' 


Public Law 118, Mutual Security Act of 1953 


Funds from three fiscal year 1954 appropriations which implemented subject 
enabling legislation were utilized to finance the loan to the European Coal and Steel 
Community. In this instance the loan agreement constituted an agency obliga- 
tion. Advances were made on the basis of firm construction and expansion proj- 
ects submitted by the ECSC to the former FOA. A commitment fee of one-half 
percent per month was collected on the undisbursed balance of the FOA loan 
commitment until the loan was fully drawn down; interest accrued on each 
advance from the date of disbursement. Principal is to be repaid in 22 annual 
installments, commencing May 1, 1958, and deka May 1, 1979, at graduated 
percentages of principal, ranging from 2.9 to 6.6 percent per installment. Interest 
accrues at 3% percent on unpaid balances outstanding, and is due on May 1, each 
year in accordance with the notes issued. In order to encourage further financing 

vy private entities, the collateral deposited by the operating enterprises with the 
high authority of the ECSC proportionately secures the United States and such 
supplemental financing institutions, Repayments are to be made in dollars. 


Public Law 665, Mutual Security Act of 1954 


_Section 505 (b) of this act provides that a minimum of $200 million of foreign 
aid assistance shall be on terms of repayment. The actual amount of loans au- 





saa below for comments pertaining to loans under authority of Public Law 165, Mutual Security Act 
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thorized under this act is $209.5 million of which the former FOA entered into 
agreements totaling $194.5 million, and Defense Department furnished assistance 
under title I of this act under a loan agreement in the amount of $15 million. The 
latter loan is not included in the loan schedules reported hereinafter. Most of 
the country loans under this act carry a 3-year grace period for the accrual of 
interest with an additional 6-month period for the first payment of interest; and 
a further grace period of 6 months for the first payment of principal. Repay- 
ments may be made at the option of the country-borrower in United States dollars, 
with interest computed at 3 percent per annum; or in the currency of the country- 
borrower, with interest at 4 percent per annum. Several of the loans, however, 
require repayments solely in United States dollars. Grace periods run from the 
date of the execution of each loan agreement. Individual loans were funded 
totally from dollar appropriations or section 402 local currency sales proceeds, or 
a combination of both sources. 


Public Law 188, Mutual Security Act of 1954, as amended 

This act does not specify a minimum target for assistance on terms of repayment, 
but provides that ICA will furnish assistance on loan terms to the maximum 
extent possible. The grace periods for the running of interest and initial repay- 
ment of principal are similar to those under Public Law 665; namely, 3 and 4 years 
respectively. However, the basic date for the running of the respective grace 
periods is the end of the month in which the first disbursement was made under 
the loan, rather than the date of the individual loan agreements. With the excep- 
tion of several loans, the agreements permit country-borrowers to make payments 
in United States dollars or in local currency, with related interest rates as described 
for Public Law 665 loans, above. Although country-borrowers may exercise their 
option on each amortization installment due date, the payment of both interest 
and principal must be made in the same currency. Individual loans were funded 
either from dollar appropriations, section 402 local currencies, or a combination of 
both sources. 


Public Law 726, Mutual Security Act of 1954, as amended. 

Loans under this heading are MSP loans funded from fiscal year 1957 appro- 
priations. The grace periods, optional currency provisions, and due date formulas 
are similar to the terms in the fiscal year 1956 MSP loan agreements. However, 
subject act not only requires that maximum assistance be extended on terms of 
repayment but imposes further specific limitations on the uses of fiscal year 1957 
appropriated funds. These are (1) all development assistance (title II) disburse- 
ments shall be made on terms of repayment, except for expenditures for the 
section 402 surplus agricultural commodity disposal program; and (2) 75 percent 
of the grants to countries in the Latin American area from defense support appro- 
priations, shall be on terms of repayment (loans). Individual loans were funded 
from dollar appropriations, section 402 local currencies, or combination of both 
sources. 


Public Law 480, Agricultural Trade Development and Assistance Act of 1954, as 
amended 

These loans are authorized by section 104 (g) of title I of Public Law 480 and 
amendments thereto. The loans are funded from local currency sales proceeds 
generated by dollar expenditures of Agriculture/CCC. General provisions relating 
to grace periods, optional currency payments, exchange guaranty features per- 
taining to repayments in foreign currency, and interest rates, are similar to 
rovisions incorporated in MSP loans for Public Law 665, Public Law 138, and 
-ublic Law 726 programs. Only one exception was made by the National Ad- 
visory Council on Monetary Affairs (NAC) permitting repayment of a Public Law 
480 loan without an exchange guaranty. There were several instances where the 
loan agreements stipulate repayment in United States dollars, This loan program 
was initiated in fiscal year 1955, and expanded again in fiscal year 1956 and fiscal 
year 1957. The loan schedules reported hereinafter include only signed loan 
agreements and exclude section 104 (g) authorized uses in signed sales agreements 
which have not yet been implemented by executed loan agreements. 


Public Law 165, Mutual Security Act of 1951, as amended 


This act provided for a minimum of 10 percent of the assistance thereunder to be 
provided on terms of credit. Most of the loan agreements signed under this 
authority contain uniform terms of interest and principal amortization. Interest 
accrued from June 30, 1956, with the first payment due on December 31, 1956, and 
semiannually thereafter. Principal is repayable in United States dollars, in 
graduated amounts, commencing June 30, 1960, and semiannually thereafter until 
final payment on June 30, 1987. 
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Summary status of country loans as of Dec 


Country 


Afghanistan 

Austria... 

Belgium. --- 

Brazil... ; 

China (Formosa) 

Chile 

Colombia _. 

Denmark --. 

Ecuador - - .-. 

Egypt 

France 

Germany ...- 

Greece _. 

Iceland was 

India ‘ 

Indonesia _ 

Tran 

Ireland 

Israel 

Italy 

Japan 

Netherlands 

Norway 

Pakistan 

Peru ; 

Philippines 

Portugal. . 

Spain. - 

Sweden. 

Thailand 

tiem entsne ast 

United Kingdom 

Vietnam 

Yugoslavia 

European Coal and 
munity -. 


Total. 


178 


616, 443 


3, 100, 000. 
, 500, 000. 
5, 600, 000. 
1, 900, 000. 
29, 200, 000. 
9, 300, 000 
2, 156, 420. 
, 200, 000. 
2, 000, 000. 
28, 200, 000. 
, 290, 000. 
. 600, 000. 
850, 000. 
500, 000. 
200, 000. 
, 000, 000. 
, 750, 000. 
000, 000. 


051, 000 


2, 984, 726. 
400, 000. 
000, 000. 
006, 686. 
800, 000. 
, 000, 000. 
, 000, 000 


000, 000. 


854, 689. 


Loan agree- 
ments 


$6, 433, 933. 19 | 

000, 000. 
000, 478. 
215, 000. 
000, 000. 
, 000, 000. 
000, 000. 


00 


55 | 
00 | 


00 


00 | 


00 


57 | 


00 
00 
00 
00 


00 | 


00 
78 
00 


00 | 


00 
00 
00 
00 


00 | 


00 
00 
00 


00 | 
00 | 


84 


00 


10 | 


00 
00 


00 | 


NS 


Loan disburse- 


ments 


$1, 535, 933. 
68, 000, 478. 5 


25, 302, 760. 3 
3, 190, 881. 


35, 616, 443. £ 
1, 752, 805. ¢ 
1, 481, 113. 

5, 600, 000. 

5, 900, 000. 

5, 000, 000. 

5, 300, 000. 

4, 317, 690. 


, 000. 





q , 000 
73, 640, 000 
149, 500, 000. 


39, 200, 000. 
26, 499, 756. 5 
4, 610, 526. ¢ 


36, 051, 000. 


25, 000, 000 


100, 000, 000 


, 017, 941, 087 


, 200, 000. 
, 000. 


3, 887. 9% 


. 31, 1956 


Interest 
collected 


$8, 011, 392. 


"3, 517, 739. 


21. 066, 782. ; 
211, 250. 


495, 749. 


1, 251, 673. 
1, 930, 748. 


15, 225, 438, 
4, 136, 465. 
1, 125, 000 


4, 602, 986. 52 


68 162, 145, 341 
| 


| Repayments 
| of principal 


| 
' 
$1, 693, 475. 50 
| 
| "280, 000. 00 


, 120, 848. 00 


154, 142. 00 
950, 000. 00 
644, 196. 88 


1, 307, 144. 00 


, 195, 714. 00 
, 610, 000. 00 


902, 365. 27 
, 494, 668. 62 
730, 000. 00 


"842, 250. 00 


13, 924, 804. 27 





| 
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Mr. Passman. When those loans made prior to fiscal 1958 are 
repaid, where does the money go? 

Mr. Houutster. At the present time it goes into the Treasury 
miscellaneous receipt account. 


PROPOSED ADMINISTRATION OF THE DEFENSE SUPPORT PROGRAM 


Mr. Passman. Who would administer the defense support program 
under the proposed legislation? 

Mr. Houusrer. It will remain in the ICA. 

Mr. PassmMan. The program will remain in the ICA, but will be 
provided for in the Defense Department appropriation? 

Mr. Houutster. For administration purposes. 

Mr. PassMAN. You have made it a part of military assistance? 

Mr. Ho.utsrer. So it can be clearly identified as part of the full 
defense program. 

Mr. PassmMan. Will not that make the program more complicated 
than at present? At least there is now a director of the overall pro- 
gram; but if it should be transferred to the military, with the funds to 
be provided from the Defense appropriation, then the defense support 
portion of the program would be in ICA, and the materiel phase 
would be with the Defense Department. Would not that be more 
complicated than now? 

Mr. Houutster. Mr. Chairman, I am not director of the whole 
program. Iam coordinator of the whole program and director of that 
part of it which is not military assistance, which includes defense 
support. We will not move anything over. Matters will just remain 
the way they are. The reason for keeping defense support under the 
ICA operations is because of the fact that while the funds are definitely 
for a defense purpose, the machinery under which it works out is 
economic. 

In order to get the local currency into these countries which we 
want to use for military purposes, we ship in commodities which, in 
turn, are sold in those countries, and the boa currency is then used. 
That whole machinery of getting the contracting for the commodities 
is very much like the machinery which we use in other parts of our 
activities. 

If that were turned over to the Department of Defense, it would 
mean a new group of employees and a new department, and so forth, 
in the DOD to handle something which we have been doing for some 
years, and which we can carry on as a routine matter. That is the 
reason why, notwithstanding the attempt we are making to point out 
the difference between the ultimate cost of those funds, we still think 
it should be operated as part of the ICA. 

Mr. Passman. Under the proposed program, the funds would be 
provided through the Defense appropriation? 

Mr. Houuisrer. That is the request we are making; yes, sir. 

Mr. PassMan. You would be putting the defense support in with 
the military assistance. W ould not eventually all of the program be 
shifted to the defense category? 

The program would have to go as military assistance, rather than 


defense support, which is generally agreed to be economic aid in many 
respects? 
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REASON FOR PUTTING DEFENSE-SUPPORT ESTIMATE IN DEFENSE 
DEPARTMENT APPROPRIATION 


Mr. Houuister. Well, it is largely a psychological thing, Mr. 
Chairman. We are trying to bring home, as well as we can, the fact 
that the so-called giveaway program that people like to talk about in 
that term is essentially a mutual defense program. We try to point out 
by this pie chart there, the white line which separates the mutual 
defense part, how essentially military that is. 

It is true that in using that for a final military purpose, we do use 
economic machinery, in order to make it effective. I do not believe 
there should be any great confusion in that, as long as we work 
together with the military departments now. 

I do not think our present liaison should be changed just because 
we are now putting it into a different budget account. 

Mr. Passman. In effect, then, the attempt is to improve the 
position of the program with the American public psychologically, 
rather than financially? 

Mr. Houtister. Well, I do not say “rather than financially.” 

Mr. Passman. I thought you said in the main the purpose is 
psychological. 

Mr. Houutster. The purpose of this is to have people understand 
clearly, not only the American public, but Members of Congress, and 
everyone who has studied this rather complicated subject- 

Mr. Passman. You are indicating that Members of Congress do 
not understand the program? 

Mr. Houursrer. [ think a great many do not. I think you do, 
and members of the committee. 

Mr. Gary. In other words, the chief purpose is to make the program 
more palatable. 

Mr. Houutster. If you want to put it that way, Mr. Gary. We 
are trying to state as honestly as we can what the program is. If that 
makes it more palatable, then, of course, that is what we are trying 
to do. We are trying to be as honest as we can in our approach to 
this whole subject, to say to the Congress and the people what we 
expect to use the money for. If there is anybody who does not 
think that we are putting it forward in as honest a way as possible, 
I would like to be told, because we would like to improve our 
presentation. 

Mr. Passman. Under the proposed legislation, is there a plan to 
change the name again this year? 

Mr. Houuster. No, sir. 

Mr. PassmMan. The same name will be used for at least this next 
year? 

Mr. Rooney. Would it be fair to say that this is the same program 
we have had over the years, but in more palatable form and with far 
more control in the hands of the executive branch of the Government 
than heretofore? 

Mr. Houurster. No, sir. 





LOSS OF CONGRESSIONAL CONTROL UNDER DEVELOPMENT LOAN FUND 


Mr. Rooney. You want authority to set up a capital fund which 
you have not had heretofore and which would take away from the 
Congress the control that it has had heretofore. Is that not so? 
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Mr. Hou.ister. It takes no substantial control away, Mr. Rooney. 

Mr. Roonry. Would you explain the consequences of the language 
at lines 13 to 15 on page 9? 

Mr. Ho.utster. Which bill are you discussing? 

Mr. Rooney. The Senate bill. 

Mr. Houuster. You are not talking about the bill we are asking 
you to discuss? 

Mr. Roonry. I am talking about the Senate bill, page 9. 

Mr. Hotuister. This is not the bill that we requested the Congress 
adopt, as you know. 

Mr. Roonry. This bill has passed the Senate. Would you say 
the consequence of this language is that it would take away from the 
Appropriations Committees of the House and Senate any further con- 
trol over these funds, once they are appropriated? 

Mr. Houuister. W ell, the committees have no control over the 
funds after they are appropriated today, have they? 

Mr. Rooney. I think they do. 

Mr. Houuistrer. After they are appropriated and if they are obli- 
gated before the end of the fiscal year, there is no further control. 
If they are not obligated, they lapse to ‘the T reasury Within a given 
length of time. I think what you mean to ask me, Mr. Rooney, is 
with respect to the second year. The first year is on an appropriation 
basis. 

Mr. Roonry. Once the money is appropriated, under the provisions 
of this bill, the Appropriations Committees have no further control 
over those funds. 

Mr. Houuister. It has not today. 

Mr. Gary. What is more, before we do appropriate now, the Ad- 
ministrator shows the countries in which the funds are to be spent. 

Mr. Roonry. You must justify them. 

Mr. Gary. And tells us what the money is going to be spent for. 
Here, there would be no presentation to the Congress as to what the 
money is going to be spent for at all. It would just leave it up to the 
Executive to spend it for anything he wanted to, or lend it, which, in 
my judgment, means practically the s same thing as spending. Because 
I do not believe we are going to get much of this back. 

Mr. Hotuister. Let me say this, Mr. Gary: That is the status of 
all our lending funds. The Export- Import Bank is in that status, 
the World Bank, and the International Finance Corporation, which 
is now just getting going. 

Mr. Gary. But they lend on a sound basis. You are not going to 
lend on a sound basis. You admit that these funds will be used only 
when the borrowers cannot get money from those institutions. That 
means that you are going to make softer loans, and very few of them 
are going to be paid back. What are the funds going to be spent for? 
The Congress puts up money for these soft loans and never knows 
what it will be spent for, period. 

Mr. Ho.utster. Until there is an accounting later. 

Mr. PassmMan. Also, you are asking for a continuing appropriation? 

Mr. Ho .uistTer. Yes, sir. 

Mr. Passman. Would not such action take certain controls away 
from the Congress and this committee? 

Mr. Houutster. I would not say it would take away controls. 
With respect to the first $500 million, it really does not take controls 
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away, since you only have a 1-year supply of funds. Considering 
both these funds and the funds of later years as well, no controls are 
lost because until they are obligated, the Congress can always rescind 
them if it wishes. 

Under the previous system they had to be obligated within the year, 
or they lapsed, or they had to be reappropriated. Now, that was 
merely a way of simply saying that, unless you use the funds or obli- 
gate them within a certain length of time, vou cannot use them any 
longer. I think there is no greater mistake that could be made than 
trying to run development activities in that way. I think there has 
been pressure steadily on this organization that I operate to obligate 
appropriated funds with undue haste in order to avoid losing them. 

In the whole nature of this operation, if you want to do it well you 
outht to study it well. When the money is not appropriated until 
after the close of a fiscal year, as is generally the case, you have to 
start your planning; you have to see that the information comes in 
from the countries. You have to check it back here. You have to 
write back and forth to countries that are halfway around the world. 

Then it is almost the end of the year before you can even do any 
obligating. 

DELAY IN SUBMISSION OF BUDGET ESTIMATE 


Mr. Denton. Mr. Hollister, could we not avoid that if you people 
would get your appropriations request in sooner like other agencies 
do? Just let me say, we asked you about what justifications you 
made with the Budget Bureau. Apparently there were none. 
Everybody else makes justifications. 

Everybody else gives us figures the first year. We have tried now 
for 4 months to get these figures from this particular agency. If we 
had them it would help. 

Mr. Houutster. Can I explain the reason for that this year? I 
had great ambition this year, Mr. Denton, to get these figures in 
very rapidly. As you will remember, the Senate decided to make a 
complete study of this whole program. The House Foreign Affairs 
Committee made a study and a report came in about the first of 
the year. 

The President got a group together to make the studies. We had 
the problem of deciding whether or not we would come oe to the 
Congress in the same way as we have done every other year, knowing 
perfectly well that there was a general demand that there > Wibehd be 
a new look at the whole thing, or waiting until we had all these studies. 

The reason we are here so late, the reason all this is delayed so this 
year, is because we were waiting for the outcome of these various 
studies and hearings before we perfect our legislation. 

Mr. Dunton. Every year we have not gotten this appropriation 
request until June. It is no different this year than any other year. 

Mr. Houusrer. It is later. It is almost 6 weeks later than we 
started last year. 

Mr, Denton. How much later? 

Mr. Houutster. We started last year, as I remember, toward the 
end of April. 

Mr. Denton. Not with us. 

Mr. Passman. This committee began hearings in May. 

Mr. Houutster. I am talking about the whole procedure. When 
the thing once starts it is hard for us to control the order in which we 
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come before the different committees, as you well know. We are in 
the hands of Congress on that. 

Mr. PassMan. I will curtail my examination, because we have an 
11-member committee. One of the disadvantages of having this bill 
involving billions of dollars presented late in the session is that the 
hearings must be concluded within a matter of days, rather than weeks 
which are actually needed for adequate examination. 

Mr. Houuistrer. I think it is a very valid criticism. We tried to 
balance this year the advisability of going ahead under the old system 
or trying to wait and see if we could present to you a sounder, more 
businesslike approach. We are fully alive to the shortness of time. 
As I say, we weighed both sides, and decided this was the better 
way to do it. 


COMMENTS OF SENATOR RUSSELL ON PROPOSED MUTUAL SECURITY 
PROGRAM 


Mr. Passman. Mr. Hollister, many members believe the proposal 
to change the program—most of it, at least, because of a wish to 
develop some type of a loan basis for portions of the program, recom- 
mending that other parts be transferred to the Defense budget, urging 
that certain moneys be appropriated on a no-year basis, with the 
legislation to be made continuing—simply means that the Members 
of Congress who have been associated with the plan for 10 years 
would have to become accustomed to a new foreign aid operation. 

One of our distinguished Senators, who has the honor of being 
chairman of the Armed Forces Committee of the Senate—Senator 
Russell, of Georgia—says if this plan is approved, the foreign aid 
program in 5 years would be costing us $10 billion annually. Did 
he make such a statement to you? 

Mr. Houutstrer. I do not remember his making that statement to 
me. 

Mr. PassMAN. He said if the plans are followed to put the program 
in the military appropriation bill, such would be a result. This is 
certainly no reflection upon the Military Subcommittee, which is doing 
an outstanding job endeavoring to deal with estimates of $38 billion 
or $39 billion annually. 

If the proposed changes are made, the program would be costing 
about $10 billion annually within 5 years, in Senator Russell’s opinion. 
He has been waiting for someone to endeavor to refute his estimate, 
based upon past experiences. 

Mr. Houuister. I will not comment on it because I do not know 
in what context he said it. 

Let me say, Mr. Chairman, if we adopt this new system, next year 
we will be up with the military assistance and defense support appro- 

riations very early in the year. At the same time the Department of 
Jefense budget comes up, it will be presented. 


BASIS OF ESTIMATE FOR DEFENSE SUPPORT 


Mr. Passman. Mr. Hollister, how did you arrive at the estimate of 
$900 million for defense support in fiscal 1958? 

Mr. Houuister. We were tentatively planning, Mr. Chairman, 
before we decided on these changes, on the old basis. If you will 
remember our defense support last year was $1,162 million. Defense 
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support for the year 1958 would have been roughly the same figure, 
perhaps a little less, under the criteria we used before. 

We decided to make new criteria under which defense support 
would be defined. Therefore, we took out of what we previously 
called defense support those items which were really in the nature of 
development assistance. We tried to keep in defense support the 
moneys which are necessary in those countries where we have military 
alliances to maintain the defense position, which we have agreed with 
them should be maintained, and still not have their economic status 
deteriorate. 

That would also involve those countries where we have bases and 
things of that kind, which we have to recognize in giving a country 
a certain amount of aid. That is the way in which we arrived at 
roughly a $900 million figure as the new de fense support figure, feeling 
that it was very proper to say that the ultimate use of those funds is 
really a military use entirely. 


CATEGORIES OF FOREIGN AID 


Mr. PassMANn. This is now being carried in four main categories: 
‘Defense,’ ‘‘Defense support,’ ‘““Technical aid,’ and ‘Economic 
aid.’”’ 

I am speaking of fiscal 1957. 

Mr. Houuister. Presently we are carrying it in military assistance, 
defense support, development assistance and technical assistance. 


UNOBLIGATED FUNDS 


Mr. PassmMan. Could you state what sum will be unboligated in 
those accounts, other than military assistance, on June 30? 

Mr. Houusrer. It is a little hard to tell because we always have 
emergencies coming at the last minute. Not counting the amount for 
Palestine refugees, which we always ask to be carried over and which 
the committee always s goes along with, and not counting what is still 
left in the Asian development fund, which does not need further action, 
we are estimating it will be somewhere between $50 million to $75 
million. 

Mr. PassMANn. $50 million to $75 million unobligated? 

Mr. Houuisrer. It will probably not be as much as $75 million but 
somewhere in that area 

Mr. Passman. There will be a total approaching $75 million un- 
obligated in the programs other than military? 

Mr. Houuister. It must be fairly indefinite. There are a number 
of items which might come to fruition before June 30, those which we 
will have to say ought not to be taken up until after the close of the 
year. 

TOTAL UNOBLIGATED FUNDS 


Mr. Passman. With reference to the worldwide program, on page 
63 it is stated in the estimate that there will be $185,548,000 on hand 
unobligated. Is this based upon current information? 

Mr. Houuister. That includes the two items that I referred to, 
Mr. Chairman. That is the Palestine refugees. 

Mr. PassmMan. What would they aggregate? 

Mr. Houuister. Roughly $111 million or $112 million. 
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Mr. PassMAN. If these estimates stand firm through June 30, there 
would be $111 million in this fund unobligated? 

Mr. Houuisrer. No, sir. The 2 items of the Palestine refugees 
and the Asian fund will run $111 million. Then there will be this 
other $50 million to $75 million I have talked about. 

Mr. PassMAN. The total would be $76 million, then? 

Mr. Houuister. There is something in prior years; some prior 
years’ deobligation that is not going to be used. It isa small amount 
in total, perhaps $20 million or $25 million. We cannot tell them 
exactly until we begin to sort out the different accounts. It will be 
under $75 million, we think, and probably over $50 million; is that 
about right? 

Mr. Murphy thinks it may run a little bit more. 

Mr. Passman. More than $75 million? 

Mr. Houutsrer. If you take the prior years. 

Mr. PassMaNn. This sum would be returned to the Treasury? 

Mr. Houuister. Yes. 


REQUEST FOR REAPPROPRIATION OF UNOBLIGATED FUNDS 


Let me tell you this, Mr. Chairman. I believe I should say that 
about $30 million of that should be reappropriated, to be tentatively 
earmarked for the Burma and Indonesian items which we have not 
obligated this year, and which I do not expect to obligate just as a 
year-end closing. 

There may be some $25 or $30 million of that sum which we will 
ask to be reappropriated, which means that the lapse to the ‘Treasury 
will be that much less. 

Mr. Passman. I am getting better acquainted with you all the time. 
I know that you area fine, sincere American. You are making a great 
sacrifice in time, health, and no doubt financially to serve your “country 
in this program. 

Mr. Houuister. Thank you. 

Mr. Passman. I certainly hope you will not misconstrue the pur- 
pose of these questions. 

Mr. Houutster. Ask any question you want, Mr. Chairman. I 
will do my best to answer them. 


POSSIBLE OVERAPPROPRIATION OF FUNDS IN FISCAL YEAR 1957 


Mr. Passman. Will you agree with me that we actually appropri- 
ated too much money for these agencies last year? 

Mr. Houuister. More than they are able to obligate. 

Mr. Passman. More than they were able to obligate? 

Mr. Houuister. Yes, sir. May I say, I am not talking about mili- 
tary programs. I think they should explain that themselves. For a 
program the size of mine, it could be the greatest error in the world 
to try to appropriate just exactly the amount which will be obligated. 

f I came up to you and said I would obligate every cent, you would 
know perfectly well that in some cases just because the money was 
there 1 had gotten out and obligated it quick, just so I could use it. 
Is that not true? 

Mr. Passman. I follow you. 

Mr. Ho.uister. It seems to me the indication of the fact that you 
have administered a program of this kind adequately is the fact you 
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have something in the till at the end of the year. I do not think we 
should be criticized for it. 

Mr. Passman. I am not being critical. I am endeavoring to point 
out the soundness of this subcommittee’s action in having recom- 
mended some reductions in the appropriation last year. 

Mr. Houuister. I am merely saying very sincerely that there has 
to be a leeway in this thing. You have emergencies which you can- 
not anticipate in this crazy world we are living in. We have got to 
have a certain leeway. 

If we have not used up our leeway completely, we want to tell you 
very frankly, instead of rushing out as I could to obligate it here and 
and there, because I have the authority to transfer it ‘back and forth, 
and the pressure I must say is very heavy on me to do it; it seems fair 
to come to the committee and say, ““We do not see that with a i 
to these funds we should obligate them before the end of the year. 
Therefore, they will lapse unless you decide to reappropriate them.” 

Mr. PassMaNn. Is the record clear that we a not damage the 
program by reducing the appropriation last yea 

Mr. Hotuster. The record speaks for itaelf. 

Mr. Passman. I shall accept that as an affirmative answer. 


MONTHLY OBLIGATIONS FOR FISCAL YEAR 1957 DEFENSE SUPPORT AND 
NONMILITARY PROGRAMS 


Will you kindly place in the record at this point a table showing 
obligations by each month for defense support and for all of the other 
programs, the manner in which the funds were obligated, and also 
provide a list of the same obligations for the first 6 months, then up 
to the very latest date for which information is available? 

Mr. Hoturster. Yes, sir. 

(The information requested is as follows:) 


Mutua SEcuRITY 


Obligations by month, fiscal year 1957 nonmililary programs 








Total | Defense Other pro- 
support grams 
Fiscal year 1957: | 
July 1956_.-- 6, 882, 880 | 478, 681 6, 404, 199 
August 1956 6, 070, 046 500, 174 5, 569, 872 


September 1956. _- 72, 357,370 | 58, 312, 040 | 14, 045, 330 
October 1956 80, 202, 152 | 72, 767, 574 | 7, 434, 578 
November 1956. | 147,441,253 | 113, 054, 809 | 34, 386, 444 
December 1956_- | 233, 903, 863 220, 883, 133 13, 020, 730 

Subtotal | 546, 85 7, 56 4 | 465, 996,411 | 89, 861, 153 
January 1957_. | 80, 955, 619 55, 981, 896 24, 973, 723 
February 1957 89, 389,741 | 64, 251, 988 | 25, 137, 753 
March 1957... -- 88, 304, 743 | 58, 622, 313 29, 682, 430 
April 1957- 467, 641, 050 30, 177, 040 167, 464, 010 
May 1957-- 64, 217, 640 20, 182, 058 ! 44, 035, 582 


June (e amare 


Subtotal 


Grand total___-..----._- 


1 Department of State obligations for escapee 
others as of May 31, 1957. 


| 
| 368, 623, 643 | 186, 852, 000 | 181, 771, 
1 


1, 159, 132, 436 686, 067, 295 | 47 3, 065, 
11, 705, 990, 000 |1, 152, 063, 706 | 553,926, 


and Hungarian refugee programs are as of April 1957; 


648 


141 
204 


all 


: 
: 
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Mr. PassmMan. How much of the 1957 defense support program was 
in the nature of economic aid which would no longer be financed in 
this category under the proposed authorization bills? 

Mr. Houuister. About $230 million. 


SPECIAL ASSISTANCE PROGRAM 


Mr. PassmMaANn. Under the special assistance program, section 400 of 
the bill, how much of the sum is actually programed as of the last date? 

Mr. Houusrer. I think we have got a page of the presentation 
which will tell you. It is $100 million. I can give you the page of 
the presentation book and put it in the record, if you want it. 

Mr. Passman. Kindly put it in the record at this point. 

(The information requested was supplied the committee.) 


STATUS OF SPECIAL PRESIDENTIAL FUND 


Mr. PassmMAN. What is the status of the ae fund for which 
$100 million was provided for fiscal year 1957 

Mr. Houuister. Almost all of that has See used up, Mr. Chair- 
man. We can give you the exact figures. On page 66 of the pre- 
sentation books there is a complete statement of the various items, 
which run up to $100 million, which we have tentatively programed 
out of the special assistance fund for the coming year. 

Mr. Passman. Is that the Asian development fund? 

Mr. Ho.utster. It is called nonregional programs. 


PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


Mr. Passman. What is the status of the President’s fund for Asian 
economic development? 

Mr. Houutster. That fund is largely unobligated, Mr. Chairman, 
but I am very hopeful that in the coming year a large part of it will 
be obligated. 

Mr. Passman. Kindly state for the record the amount which has 
been obligated. 

Mr. HouuisterR. $87.8 million is unobligated. 

Mr. Passman. How old is the fund? 

Mr. Houuister. The fund was given 2 years ago. This will be the 
third year which we would be going into, and it was given for 3 years. 

Mr. PassmMan. Did we reduce that request at the time? 

Mr. Houuister. The authorization, Mr. Chairman, was for $200 
million. 

Mr. Passman. This committee recommended a reduction of $100 
million? 

Mr. Houuister. No; they merely failed to give the other $100 
million. That was the reduction that was made in our request. 
This committee failed to grant the additional $100 million to go along 
with the authorization of $200 million, which was originally made 
with respect to that fund. That was substantially the cut that was 
made in the economic funds last year by this committee. 

Mr. Passman. I think I asked this question last year: 

Mr. PassMAN. You are asking $100 million in addition to the $100 million 
which the Congress appropriated last year. 


93522—57——-13 





Seca aTES Rie ee Co 


eve aan ana aemmeerennaee ae 








192 


Mr. Murpuy. That is right. 

Mr. Passman. As I understand, you have already obligated approximately $4 
million of the total $100 million appropriated. 

Mr. Murpuy. That is correct, as of April 30. 


This fund is 2 years old. You have obligated about $7 million or 
$8 million. 

Mr. Houutster. $12 million. 

Mr. PassmMan, In 2 years. 

Mr. HouuistEr. Yes, sir. 

Mr. PassMan. You have only 1 more year to go. 

Mr. Houuisrrer. That is correct, I should say, however, that these 
regional projects which we have tried to keep this to are not easy to 
work out with a number of different countries. We have several 
which are moving along in pretty good shape now, which we expect 
will be obligated before we get very long into the new year. 

We felt that as long as we had the 3 years to work on this, we had 
better do it carefully and wisely, because we were not compelled, as 
we are with most of our funds, to obligate them, or have them revert 
if we do not get them obligated within a year. 

Mr. PassMaNn. Are you recommending in your present legislation 
that anv part of this program be deauthorized? 

Mr. Houuistser. I do not quite know what you mean. 

Mr. PassMAN. There is authorized now $100 million. You stated 
you spent $12 million. There is $88 million in the fund. You have 
spent only $12 million in 2 years. Are you asking that any of the 
authority be withdrawn on this particular fund? 

Mr. Houutster. No, sir. We think at the end of next year, if 
that sum has not been obligated, then it will be up to the committee 
to decide whether the whole thing was a wise venture or not. It was 
an unusual idea at the time, and it has been very difficult to move 
those projects forward in the speed with which one would like to. 


OBLIGATIONS IN THE PRESIDENT’S ASIAN FUND 


Mr. Passman. The sum of $100 million was appropriated for fiscal 
year 1956, to remain available until June 30, 1958. $200 million was 
requested. Last year about $4 million was obligated, although the 
witnesses said $10 million would be obligated. Through this year 
you have just stated there has been a total of $12 million obligated. 


TREND OF OVERALL MUTUAL SECURITY PROGRAM 


Mr. Hollister, discussing this matter in general, would it be accurate 
to say that, barring unforeseen circumstances, the most expensive 
part of the overall program is behind us? 

Mr. Houutsrer. The most expensive part, you mean, of the whole 
mutual security program? 

Mr. Passman. Yes, the annual expenditure of the mutual assist- 
ance program. 

Mr. Houuister. I wish I could tell you, Mr. Chairman. 

Mr. Passman. Based upon present trends, what would you pre- 
dict? 

Mr. Houuister. I do not see how for the next few years, unless 
the world situation improves very materially, and assuming that the 
the United States maintains its present foreign policy, there can be 
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much hope of substantial reductions in the program. That is about 
all I can say. I would not be very hopeful. 


TREND OF APPROPRIATIONS AND EXPENDITURES 


Mr. Passman. What has been the peak-year cost of the program? 

Mr. Houtister. Very high. I have a chart here. You can go 
ahead and ask me something else if you would like. 

Mr. Passman. I should like to receive an answer to the question. 

Mr. Houuister. We can show how the thing came down over the 
years. 

Mr. PassMan. If we could see a chart showing the peak years 

Mr. Houtusrer. Page 64 of the worldwide summary has a chart. 

Mr. PassmMan. Those are summaries. I should like for you to 
state for the committee the peak in billions. ’ 

Mr. Houutster. Page 64 of your worldwide summaries will give 
you that perfectly. 

Mr. Forp. Why do we not put that chart on page 64 in the record. 

Mr. PassmMan. Without objection, we will put the chart on page 
64 in the record. 

(The chart referred to follows:) 
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Mr. Passman. Do you have the total cost of the program for fiscal 
1949? 

Mr. Houutsrer. Take a look at that chart, Mr. Chairman. You 
will see the line called “Annual appropriations.”’ That was up $6.5 
billion in 1949. 

Mr. PassMan. $6% billion in 1949. 

Mr. Houuster. That was an appropriation for the economic side, 
but including defense support of this program. 

Mr. PassmMan. Referring to the overall program. 

Mr. Houuistrr. Yes. The annual expenditures were up at $4% 
billion. The appropriation expenditures have come down and they 
flattened out. So now we have had currently for the last 2 or 3 
years an annual appropriation, an annual expenditure, and an unex- 
pended balance of about 1 year’s funds on hand. That shows th 
economic side. 

T could give you similar pictures for the military. 

Mr. Passman. I believe I should possibly rephrase my question. 

Mr. Houuister. Page 64 of this volume called Worldwide Summary 
gives us the whole thing. 

Mr. PassMAN. | am not interested in the charts at this time. 
I want to ask for the record, and you give it to me in dollars and cents. 

How much money did we spend for all phases of the mutual security 
program in 1948? 

Mr. Hotuster. This chart starts at 1949. 

Mr. PassmMaAN. All right; 1949. 

Mr. Houutster. In 1949 we spent $4.5 billion. 

Mr. PassMAN. 1950? 

Mr. Hotutster. $3.5 billion. 

Mr. PassMAN. 1951? 

Mr. Houuister. $3.7 billion. 

Mr. PassMAN. 1952? 

Mr. Houuister. $4.5 billion. 

Mr. PassMan. 1953? 

Mr. Houutster. $5.7 billion. 

$4.9 billion in 1954 and $4.3 billion in 1955. These are expenditures. 
$4.2 billion in 1956, $3.8 billion in 1957, estimated, and we are esti- 
mating $3.9 billion in 1958. 

Mr. Passman. The program is approximately 10 years old. 

Mr. Houuister. Yes. 

Mr. Passman. Will you insert in the record at this point, the 
appropriations for the corresponding years? 

(The information requested is as follows:) 


The appropriation figures are as follows: 


[In billions of dollars} 


1949_ s ie. 6. 4|1954_____- ‘ she 4.7 
1950 5. 2} 1955 2.8 
I SEO i en ae 7. 4| 1956 at 2. 7 
ee. ; a 7. 3 | 1957. x 3. 8 
1953 __ Mas =a 6. 0} 1958_ 13.9 


1 Appropriation request. 


Mr. PassMan. Why should the entire program be changed at this 
time, unless it is for the reason stated by the distinguished former 
chairman of this committee, Mr. Gary, a little while ago? 











196 


NEED FOR CHANGE IN PROGRAM 


Why should a program represented as having worked so success- 
fully for so many years suddenly be torn to pieces? 

Mr. Houusrer. Mr. Chairman, I do not think we are tearing it all 
to pieces. 

Mr. Passman. A lot of strange things are being requested in the 
bill. 

Mr. Houuisrerr. I always believe that, even if you are doing a fair 
job, there is room for improvement. I do not say that everything is 
perfect, by any means; of course it is not. We try to improve it all 
the time. We believe this is a real improvement. Do not forget 
the program has changed very materially in the 10 years you are 
talking about. 

Mr. PassMAN. The name has changed often. 

Mr. Houutster. The whole thing has changed. In 1948 and 1949, 
under the Marshall plan, the old ECA was entirely a military program 
in Europe. 

Mr. PassmMan. The overall program came into being in Europe in 
1948? 

Mr. Houuister. Yes. It changed completely from those days. 

Mr. Passman. There is still some economic aid. 

Mr. Hou.isrer. Yes, sir. 

Mr. PassmMan. The military program which, in effect, other than 
forming NATO, is about the same? 

Mr. houuister. The military program? 

Mr. PassMAN. We made available funds for materiel for our allies? 

Mr. Houuister. Yes, sir. 

Mr. Passman. We are still spending money. 

Mr. Houuistmr. Yes, sir. 

Mr. Passman. Have you asked for a change in this legislation 
before this year? 

Mr. Houuister. I have only been in 2 years, Mr. Chairman. 

Mr. Passman. Is any witness here familiar with the fact that for 
several years an effort has been made to obtain this appropriation on 
a no-year basis? 

Mr. Houutster. That is correct; yes, sir. 

Mr. PassMAN. This is another attempt? 

Mr. Houuister. We believe sincerely, Mr. Chairman, that the 
greatest mistake that could be made is to require obligations to be 
completed by a certain definite time. 

Mr. PassMANn. But, in the past, Congress has disagreed with your 
position. 

Mr. Houuister. Yes, sir. 

Mr. Passman. Mr. Gary? 


REQUEST FOR FUNDS FOR DEFENSE SUPPORT TO BE IN MILITARY BUDGET 


Mr. Gary. Mr. Hollister, as I understand, your plan for 1958 does 
not include any changes in administering the defense assistance funds? 

Mr. Houuister. No, sir. 

Mr. Gary. They will be administered as they have in the past? 

Mr. Houuistrer. Yes, sir. 
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Mr. Gary. The only difference is that the funds will be set forth 
in the Defense budget, rather than in the mutual security program 
budget? 

Mr. Houurstrer. There is an essential difference in addition to that, 
Mr. Gary, in that we have split defense support, which was arbitrarily 
merely that economic aid which went to countries with which we had 
military agreements. 

We have now split that into two pieces, so that the new defense 
support, which we are discussing, is essentially military. We have 
removed some $200 million from it, which was essentially economic 
development so that we believe the new terminology ‘“‘defense support” 
more clearly expresses what it is. There is that new change, as well. 

Mr. Gary. You are not going to have any defense—— 

Mr. Houutster. Development assistance drops into two categories. 
We hope to put most of it into this loan fund. We think that is a 
sounder way of getting it back and it helps the countries more. 
There will still be an amount of it carried in this special assistance 
fund, which will be the places where what we want to do does not 
drop either into defense support or into the development loan fund. 

We figure there are certain programs that have to go into another 
area. That is why we are asking for this special assistance fund. 

Mr. Gary. Then will the only funds set up in the Defense budget 
be the hardware? 

Mr. Houutster. No. The defense support as well. 

Mr. Gary. I thought you said the defense support is going into 
the other? 

Mr. Houutster. You asked me what the differences were. You 
said would the only difference be it would go into the budget. I 
said no. In addition, the defense support, that part which goes into 
the Department of Defense budget, would also have removed from it 
that part of it which up to date has been in the development area. 

At the present time, under defense support, we have in that figure 
of $1,150 million, some $250 million of activity which was not really 
defense support. It was really development work. 

We have taken that out in 1958 and are now calling defense support 
those things which are in their final analysis essentially for defense 
purposes. 

Does that make it clear? 

Mr. Gary. Yes, but you will bave set up in the Defense budget the 
military assistance funds? 

Mr. Houuister. Military assistance. 

Mr. Gary. And defense support? 

Mr. Houuisrer. Yes, sir. 

Mr. Gary. But they will be set up in the Defense budget. There 
will be no difference in administering the funds? 

Mr. Houutster. No, sir. 

Mr. Gary. They will be administered just as they are now? 

Mr. Houuister. Military assistance will be continued by DOD and 
economic assistance under ICA. 

Mr. Gary. Under your administration? 

Mr. Houuister. Under a coordinating function which I have to 
tie everything in, so that there will be somebody who watches the 
picture from an economic point of view. 

Mr. Gary. The development loan fund would be set up separately? 

Mr. Houuister. Yes, sir. 
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APPROPRIATION ITEMS IN 1959 BUDGET 


Mr. Gary. So the only thing left in the mutual security program 
would be technical cooperation, multilateral, and other nonregional 
projects, and special assistance. 

Mr. Houuister. The development loan fund would still be in the 
ICA, but it would probably have a separate manager, a man who 
would be responsible for seeing that it was kept going in the proper 
way. It would be part of the ‘whole ICA activ ity. 

Mr. Gary. So far as the budget is concerned, the only budgeted 
items to be left in the mutual security program, as we now know it, 
would be the technical cooperation and the multilateral and non- 
regional funds, and the special assistance? 

Mr. Houuister. You mean which would come up in the ordinary 
way for authorization and appropriation? 

Mr. Gary. Yes, sir. 

Mr. Houutster. Yes, sir. Defense support would come up, of 
course, for appropriation each year. 

Mr. Gary. Of the $3,: 865 million that you are now asking for, 
$2,800 million would be in the defense budget? 

Mr. Houuister. Yes, sir. 

Mr. Gary. $500 million would be in the development loan fund? 

Mr. Houutster. Yes, sir. 

Mr. Gary. So that would only leave $565 million in the mutual 
security program? 

Mr. Hotutster. Yes, sir. 

Mr. Gary. Next year? 

Mr. Hotuisrer. That is, left in that area; yes, sir. Of course, you 
understand there would have to be an appropriation each yea 

Mr. Gary. There would be an appropriation for military a 
and defense support. 

Mr. Houuistrer. Yes, sir. 


SOURCE OF FUNDS FOR DEVELOPMENT LOAN FUND 


Mr. Gary. There would be no appropriation for the development 
loan fund after the Congress had appropriated the first $500 million? 

Mr. Houusrer. Not for 3 years; no, sir. 

Mr. Gary. But after the Congress has appropriated the first $500 
million for the development loan fund, there will be no more appro- 
priations, but the fund will be permitted to borrow $750 million from 
the Treasury for each of the next 2 years? 

Mr. Houuister. Yes, sir. 

Mr. Gary. And that money can be spent, or loaned, if you want 
to call it that, over any period of time. There are no limits to years 
in which it shall be loaned, and it will be paid back possibly within 
the next 40 or 50 years? 

Mr. Houuster. Except, Mr. Gary, you cannot obligate more than 
$500 million in the first year, and in the next year the $750 million 
plus what might be left from the $500 million, and in the third year the 
other $750 million, in addition to what might be left over from the 
preceding years 
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POSSIBILITY OF LOANS TO UNFRIENDLY COUNTRIES 


Mr. Gary. It could be loaned to Poland, Yugoslavia, or even to 
Russia and the Congress would have no control? 

Mr. HotuisTer. They would have to be friendly nations under the 
terms of the act. You see, Mr. Gary, we have authority to do that 
today. We are lending some $400 million to a lot of different coun- 
tries. As far as the country and the purpose, et cetera, we have all 
that authority today. 

AID TO POLAND 


Mr. Gary. You are lending to Poland today, are you not? 

Mr. Houuisrer. Not lending; no. We cannot lend to Poland. 

Mr. Gary. You are giving to Poland? 

Mr. Houuister. The plan with respect to Poland is to make a 
Public Law 480 sale and to make a grant under the President’s special 
authority of a certain amount, but we could not, without using the 
President’s special authority, grant funds to Poland in general, or lend, 
because of the Battle Act. 

Mr. Forp. Will you yield? 

Mr. Gary. Yes. 


AUTHORITY OF CONGRESS OVER DEVELOPMENT LOAN FUND 


Mr. Forp. As I understand the bill as it passed the Senate, it 
provides that some congressional committee—I assume the Appro- 
priations Committee, or some subcommittee of the Appropriations 
Committee—would have authority to countermand to some dollar 
extent in fiscal 1959 and in fiscal 1960 this $750 million. 

Mr. Houutster. The whole thing could be countermanded by 
action of the Congress, of course. 

Mr. Forp. Am I correct in that assumption? That is what I 
believe to be true; is that correct? 

Mr. Houuister. As it passed the Senate, the bill provides: 

In addition, unless disapproved in the Appropriation Act appropriating funds 

pursuant to the authorization contained in the preceding sentence. 
Moreover, if once approved by this Appropriations Committee, you 
are assured a review in the future by the provisions of the Government 
Corporation Control Act which require us to present a budget to this 
committee which this committee may consider and make recommenda- 
tions on. 

Mr. Forp. In other words, a year hence, a subcommittee of the 
House Committee on Appropriations could recommend a reduction 
in the loaning authority that is spelled out in the Senate-passed bill. 

Mr. Houutster. That is correct. 

Mr. Forp. To the extent of $750 million. 

Mr. Houuister. That is correct. 

Mr. Roonry. Did you say that is correct? 

Mr. Houuster. That is correct. 

Mr. Gary. It would have to act affirmatively to reduce the fund. 

Mr. Houuister. Yes, sir. 

Mr. Gary. In the absence of any action of the Congress, the 
borrowing authority would exist. 

Mr. Houuistrer. That is true. 

Mr. Forp. That is what I want to be clear about. 
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Mr. Gary. But the loans that are made under the program would 
be entirely within control of the executive; there would be no preview 
of the loans by the Congress. 

Mr. Houuister. Yes, sir. May I say that is the situation today. 
That is also the situation with respect to the Export-Import Bank 
and similar lending institutions. 


PROCEDURE FOLLOWED UNDER PRESENT PROGRAM 


Mr. Gary. Yes, but they make sound loans. In this program, from 
its inception up to the present time, it has been customary for the 
executive department to come in and indicate the countries in which 
it proposes to spend the money. 

Mr. Houutster. As well as possible, Mr. Gary; yes. 

Mr. Gary. And to some extent outline the projects for which the 
funds will be used? 

Mr. Houurster. That is correct. We have done the best we can. 
One of the problems which we have run into is in this long-term 
lending area, the area where we would like to move with somewhat 
greater freedom. The danger has been that we could not go into the 
proper kind of projects, because we did not have this kind of authority 
we are asking for. 

We sincerely believe that you can do a better job if you have a 
little more freedom in time, and you are not obligated to make an 
illustrated program, which the change of times may make look very 
silly at the end of 6 months or a year. We are in a field of great 
difficulty. 

One of the things we are accused of is doing things which were not 
in the illustrated program, and we are sometimes induced to go 
ahead with the illustrated program because we do not want to be 
accused of not living up to what we told the Congress, even though 
as times change it turns out to be unwise to follow that out. 

It is a very difficult thing. We sincerely believe that in this de- 
velopment field there ought to be a discretion to study these things 
carefully and move into them slowly. If you do that, Mr. Gary, you 
have got to have certain authority to speak to a country freely. 
You cannot explain all that to a committee ahead of time because 
sometimes you have a year’s work in one of these things before the 
time comes to make your obligation. 


REVOLVING FUND FEATURE OF DEVELOPMENT LOAN FUND 


Mr. Gary. Then any payments of interest and repayments of prin- 
cipal on these loans would be retained in the fund, and be used for 
additional loans, so that it would go on ad infinitum. 

Mr. Houuister. We would hope that it would revolve so that it 
would need no more money after a certain length of time and, of 
course, always, just as the Export-Import Bank or any other organi- 
zation, the Congress can put it out of business overnight. 

Mr. Gary. But in the absence of affirmative action of the Congress, 
it would continue on ad infinitum. 

Mr. Hoxuuster. The revolving? 

Mr. Gary. Yes. 

Mr. Houuster. Yes, sir. 

Mr. PassmMan. Would the gentleman yield? 
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Mr. Gary. Yes. 

Mr. PassMan. You say if the proposed legislation is approved it 
will be less difficult to work out the program effectively and make com- 
mitments? 

Mr. Houutsrrer. Let me say, Mr. Chairman, it will make it easier 
to do a good job. 


CONGRESSIONAL CONTROL OVER DEVELOPMENT LOAN FUND 


Mr. PassmMan. But you stress the point that the Congress could 
modify this authorization. 

Mr. Ho.uuister. Yes, sir. 

Mr. Passman. Have you ever heard of the Congress modifying an 
authorization, where, for example, definite commitments have been 
made? You know, Mr. Hollister, the Congress would not repudiate 
commitments made through the program, 

Is not that, in effect, just about what would have to be done if the 
Congress should exercise the authority that you say it would have? 

Mr. Houser. We cannot obligate, of course, beyond the appro- 
priation of the first year, or the amounts we could draw the second 
year. 

Mr. Passman. If this is as simple as would be indicated, why not 
come back to the Appropriations Committee so as to avoid the em- 
barrassment of being denied funds that had been authorized after a 
commitment had been made? Do not you foresee such a danger? 

Mr. Houuisrer. Yes, sir. I also see greater danger the other way. 

In all these things, what we are trying to do is balance the advisa- 
bilities. We sincerely believe this is a wiser program; that in the 
long run it will cost the United States less and accomplish more than 
the way we are operating at the present time. That is about all we 
can say. We know there are dangers. We know there are dis- 
advantages. We feel the advantages are on the side of the program 
we are now urging. 

Mr. Passman. Once this authority should be granted, it would not 
be expected that the Congress would withdraw any of it, because 
there are no precedents for actions of that type? 

Mr. Hotuisrer. I would hope if it were properly done —— 

Mr. Passman. In effect, if the Congress should approve this type 
of legislation, it would ac ‘tually mean the Appropriations Committee 
has been by passed on the annual appropriation for the next 2 years. 
Is not that correct? 

Mr. Houuster. In effect, the Appropriations Committee, under 
the Corporation Act, will have the budget of the corporation before 
it and have plenty of opportunity to review it. Of course, it will 
have the appropriations of the other parts of the program. The 
whole program will come up each year for consideration both by the 
authorizing committees and by Appropropriations Committees. 

Mr. Passman. But only for review. The legislation would permit 
proceeding with commit ments. 

_Mr. Houuister. With respect to the development loan fund; yes, 
sir, 

Mr. PassmMan. You would not advocate that all of our Federal 
agencies operate on such a basis, would you? 

“Mr. Houtister. No, sir, but I do believe very sincerely that, in a 
lending organization, w hich to accomplish its purpose properly must 
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have a certain right to plan ahead for a few years, it is wise to give 
scakags of authority, just as has been done with the Export-Import 

ank. 

I know Mr. Gary points out that their lending is a different type. 
I am not at all sure that that ought to make the essential difference. 
It is a good deal better, is it not, for us to lend in this area than to 
grant, as we can today? 

There is no control over the granting power. 

Mr. Gary. I do not think it makes much difference. I do not 
believe you will get much of it back. 

Mr. PassMan. Mr. Fairless certainly believes it is not wise to do so. 
You read that portion of his report, did you not? 

Mr. Houuister. Yes, sir. 

Mr: Gary. There are 1 or 2 other questions I would like to ask. 


NEED FOR BORROWING AUTHORITY FROM TREASURY 


You request the Congress to appropriate funds for the first year. 
Why do you switch for the second and third years to borrowing 
power from the Treasury? Why not let the Congress appropriate for 
each of the 3 years? Could there be any other reason than to take 
the control of the funds out of the hands of the Congress? 

Mr. Houutster. Yes, Mr. Chairman. We believe that, as you 
have very well pointed out, there is less likelihood of uncertainty 
with respect to the funds under this sytem than there is under the 
annual appropriations system, and we believe that there has to be a 
certain amount of ability to plan for at least a 2- or 3-year period in 
trying to work out this thing adequately. 

If at the end of a year the Congress concludes that, notwithstanding 
all the rosy future and the bright promises, the matter is not moving 
the way is should, it is not working out, the whole thing could be 
called off. 

We sincerely believe this is a sounder approach to the problem. 


LOANS UNDER PRESENT MUTUAL SECURITY PROGRAM 


Mr. Gary. You say you have already made loans aggregating 
approximately $400 million? 

Mr. Houutster. This year. 

Mr. Gary. This was done without any special setup. Why can 
you not continue to make loans in the matter in which you have in 
the past? 

Mr. Houuister. They are a different type, Mr. Gary. A number 
of them are a kind of a general-program loan; a certain amount of 
commodities; a number of things that are not in the field we are 
talking about at all In the future, we are talking about taking indi- 
vidual projects and specific programs in countries, which lead to 
long-term development. A good deal of the loaning that we have 
done is not in that area, even though it is not in the defense area. 


PRESENT EXPERIENCE IN LOAN REPAYMENTS 


Mr. Gary. What experience have you had with repayments under 
the $400 million you have already loaned? 
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Mr. Houuister. They have not been out long enough to let us 
have any experience yet. 


REAPPROPRIATION OF UNOBLIGATED FUNDS 


Mr. Gary. I have 1 or 2 questions on this chart. You are request- 
ing $1,900 million for military assistance. There is a star by that 
amount, and a note at the bottom which says: 

Assuming reappropriation of $500 million carryover of fiscal year 1957 military 
assistance funds. 

That $1,900 million does not include that $500 million, does it? 

Mr. Houurster. That is correct. 

Mr. Gary. Then if the Congress allows that carryover, that item 
will be $2,400 million? 

Mr. Houutstrer. Yes. $2.4 billion. 

Mr. Gary. Then there is no change in the defense support, so the 
$2,800 million that you show for mutual defense would be $3,300 
million. 

Mr. Houuister. Yes, sir, if you add that $500 million. 


TOTAL FUNDS PROPOSED TO BE AVAILABLE IN FISCAL YEAR 1958 


Mr. Gary. That would make the total $4,365 million available 
for 1958? 

Mr. Houuister. That is the essential difference between the 
President’s budget figure and this figure; yes, sir; that $500 million 
item. 

Mr. Gary. Then the Asian fund is available. That amounts to 
how much? 

Mr. Houuisrer. $88 million, roughly. That has been available 
ever since the year before last. 

Mr. Gary. I understand. I want to find out what you have avail- 
able. What would that be total? $4,365 million, and $88 million? 
That would be $4,453 million. 

Then in addition to that, you have $1 billion in local currencies 
generated under the Agricultural Surplus Property Disposal Act, 
which can be spent. 

Mr. Houuisrer. There is not that much that could be spent freely. 
That is, of course, governed by a very complicated law. The amount 
which comes under the control of ICA is that part which, under 
section 104 of the Public Law 480, we can use for various purposes. 

There are three sections under which we operate, the most important 
of which is section (g) under which local currencies can be re-lent back 
to the country for economic development. 

The difficuity with that program is that it is not necessarily in the 
countries where the development need is greatest. A good deal of 
these currencies have been engendered in countries where we have no 
other program. 

Mr. Gary. What are we going to do with those funds? 

Mr. Houuister. It is a big problem. As far as our part of it is 
concerned, we are, of course, programing the currencies into the 
economy of the country, as well as it can be done. 

Mr. Gary. How much of that will you have available for next 
year? 
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Mr. Houuisrmr. I have some figures. I would rather not speak 
from memory, Mr. Gary. I would be glad to put them in here. 

I would want to file a memorandum on that, Mr. Chairman. It is 
quite complicated. May I explain just briefly for the record, because 
[ think this will help you? 

The sales are made in local currency. We have on deposit certain 
amounts in local currency in these various countries and some that 
are still due under these sales as commodities are delivered. Then, 
in turn, loan agreements are made. A certain percentage of the local 
currency is available for the ICA to program into those countries. 

Now, I could give you the figures of how much we have already 
loaned back, and how much has been programed, and how much we 
have tentative agreements on the fire for, but it is not a simple thing. 
It runs to several hundred million dollars. 

Mr. Gary. Will you insert that at this point in the record? 

Mr. Houuister. Yes. 

(The information to be furnished follows:) 


FOREIGN CURRENCY HoLpInGs NoT PURCHASED WITH DOLLARS OF THE UNITED 
States TREASURY AND OTHER FEDERAL AGENCIES 


This statement is in response to the inquiry for an administration statement of 
the total foreign currencies now in the hands of United States Government or 
which the Government will possess in the near future as a result of foreign aid 
programs and the operation of Public Law 480 with an indication of who decides 
how these currencies are to be used. 

The statistical information requested is summarized in three attached tables 
which are based on data supplied by Treasury, the ICA, and the Departments of 
Defense, State, and Agriculture. The first table shows the balances of foreign 
currencies held by the Treasury and other agencies on March 31, 1957, the latest 
date for which reasonably complete reports are available. The second table 
shows anticipated collections of local currencies by the Treasury in the near 
future after March 31, 1957, as a result of operations under existing mutual 
security and Public Law 480 authority. No provision is made in this table for 
receipts of local currencies under the extension of Public Law 480 now under 
consideration in the Congress nor as a result of sales under section 402 of the 
Mutual Security Act under the fiscal year 1958 and subsequent mutual security 
programs. The table is based on Public Law 480 sales agreements expected to 
be signed by June 30, 1957, and on section 402 sales through June 30, 1957. The 
third table shows by decades, through the end of the century, the anticipated 
repayments of interest and principal on foreign currency loans now outstanding 
and those expected to be made from the local currencies reported on the first two 
tables. 

The following table summarizes the data presented on attached tables I and II. 
Over $800 million equivalent of Public Law 480 proceeds are in Government 
accounts with more than $1 billion worth still to be received. In addition, the 
ICA and Defense Department are holding over $350 million worth of proceeds 
from the sale of surplus agricultural products under the mutual security program 
with another $300 million worth anticipated in the near future. Compared to 
these sums the balances of local currencies from other sources presently held by 
the Treasury are minor. The status of these funds and the authority for their 
use is discussed below. The legal requirements and organizational setup for Pub- 
lie Law 480 proceeds, section 402 proceeds and other Treasury accounts are quite 
different and they are discussed in that order. 


PUBLIC LAW 480 


Title I of Public Law 480 authorizes the President to make agreements with 
friendly nations for the sale of surplus agricultural commodities for foreign 
currencies. These sales, which are carried out through private channels, result 
in the deposit to Treasury account in banks abroad of the foreign currency equiva- 
lent of the export value of the commodities. Section 104 of the act authorizes the 
use of these foreign currencies for eight designated purposes without regard to 
section 1415 of the Supplemental Appropriation Act of 1953. Section 1415 pro- 
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vides that foreign currencies held by United States may be used only as authorized 
in appropriation acts. Section 104 does provide that at least 10 percent of the 
sales proceeds and any use of these proceeds for nonmilitary grants shall be subject 
to section 1415, unless that requirement is waived by the President as inappro- 
priate or inconsistent with the purposes of the title. Section 105 of the act pro- 
vides that any payment for these funds by agencies from existing dollar appro- 
priations shall be a reimbursement to the Commodity Credit Corporation rather 
than a miscellaneous receipt to the Treasury. 


Foreign currencies not purchased with dollars in U. S. Government accounts on 
Mar. 31, 1957, and anticipated for collection under current mutual security and 
Public Law 480 authority 


{In millions of dollar equivalents] 














On hand | Anticipated Total 
Mar. 31, 1957| receipts 
ici alsin apc pent aneeshatti anil llleitiitipacilal lainey r 

| 

Treasury: . | 
Public Law 480 collection accounts. __- te J des 690.0 | 1, 053.1 1, 743.1 
Other accounts. - -.. | 100. 3 | (1 2) 100. 3 

ICA: | } 
Public Law 480 loan accounts | 44.8 | (2) 44.8 
POPU MER. soe eep wis kik i dil d 266. 1 | 303. 3 569. 4 

Defense: 
Sec. 402 and Public Law 480____- ’ s 126. 4 (2) 126. 4 
Housing - - --- ‘ | 23.9 | (2) 23.9 
Other agencies | 4.3} (2) 4.3 
Total sar diibeiiatcitdiel nh 9st adnan Saleen os 1, 255. 8 1, 356. 4 2, 612. 2 





1 Receipts from miscellaneous sources are not predictable. 
2 Subject to allocation from existing and anticipated collections of Public Law 480 sales proceeds. 


These authorizations to the President have been delegated by him to various 
agencies of the Government in Executive Order 10560 of September 9, 1954, as 
amended by Executive Order 10708 of May 6, 1957. Copy of the amended order 
is attached. 

Under the Executive-order responsibility for the negotiation of sales agree- 
ments is delegated to the Department of State in accordance with instructions 
provided by an interdepartmental committee chaired by Department of Agri- 
culture and that for the negotiation of loan agreements and the administration 
of loans to the ICA. Responsibility for allocating specific amounts of sales 
proceeds to the agencies responsible for purposes other than loans is delegated 
to the Director of the Bureau of the Budget. The waiver authority in section 
104 is also delegated to the Director of the Bureau. 

In practice, this complex set of legal authorities and responsibilities works by 
means of a system of close interageney coordination. Requests for a foreign 
currency sales agreement, which may originate in the recipient country, in the 
Department of Agriculture or the Department of State, are analyzed by staff of 
those Departments and the ICA, and presented for consideration to an interagency 
committee made up of representatives of the Departments of State, Treasury, 
Defense, and Commerce, the Budget Bureau, the ICA, the ODM, and the USIA, 
under the chairmanship of the Department of Agriculture. This committee 
reviews and agrees on the terms of the proposed agreement. ‘These terms always 
include specification of the commodities to be sold by kind and value, usual 
marketings conditions, exchange rate and currency deposit procedures, and a 
basic division of the currency proceeds between those which will be used for the 
benefit of the purchasing country on a loan or grant basis and those which the 
United States is free to use for other purposes. While the texts of sales agreements 
vary in detail from case to case a copy of a typical recent agreement is attached 
for information. 

While the sales agreement always specifies the proportion of proceeds to be 
used for loan or grant to the receiving country, it normally does not specify the 
share of proceeds to be used for each of the “United States use’ purposes. In- 
stead these are normally grouped within the specified total with flexibility re- 
served for the subsequent allocation process. However, at the time of the sales 
agreement there is frequently an indication from participating agencies as to what 
their prospective needs for local currencies will be and a tentative and informal 
earmarking of proceeds among alternative claimants. This proposed pattern of 
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use May or may not be communicated during the negotiation of the agreement 
to the recipient country. It is not regarded as binding by the Director of the 
Bureau of the Budget, although it has been given great weight in Bureau allo- 
cations. 

Control over the timing of withdrawal of Public Law 480 proceeds from the 
Treasury deposit accounts is exercised by the Budget Bureau through the appor- 
tionment process. In general, this control is used to insure that the amounts 
reserved by the sales agreement for United States use are protected in total and in 
timing of availability. Generally, the first priority is given to transfers to the 
Treasury for sale to agencies in accord with section 1415. 

Agencies which acquire foreign currencies, whether by purchase from the 
Treasury or by allocation and apportionment without regard to section 1415 are 
responsible for their proper use as if they were appropriated funds. They are 
obligated, disbursed, reported, and audited under essentially the same rules as 
apply to the agencies’ regular appropriations. 

The decision-making process on Public Law 480 sales proceeds is a long and 
complex one, starting with the negotiation of the sales agreement and ending up 
with disbursement by responsible agencies. It is characterized throughout by 
a high degree of interagency consultation and coordination. This is necessary 
because of the interweaving of domestic and foreign policy considerations involved 
in Public Law 480 sales and is recognized in the law in that responsibility is 
placed on the President. 

The great bulk of Public Law 480 balances and anticipated deposits shown on 
the attached tables are already committed. They will be drawn in the near future 
for loans to the recipient countries and for other uses, in accordance with the 
terms of the sales agreements and allocations issued by the Bureau of the Budget. 
Allocations are normally in terms of the total amount designated for a use in a 
sales agreement and frequently are issued prior to the full deposit of the proceeds 
of the agreement. In fact, under the amended wording of the Executive order 
the amounts for loans specified in the sales agreements are considered allocated 
automatically without need for formal action by the Bureau of the Budget. There- 
fore the status of allocations cannot be related to the cash balances of any given 
date. They are best reviewed on a program basis rather than a cash account basis. 
The situation on this basis is summarized in the table attached to the June 5 
letter of the Director of the Bureau to Senator Humphrey. 


MUTUAL SECURITY SALES PROCEEDS 


Section 402 of the Mutual Security Act directs the ICA to use at least $250 
million of the fiscal year 1957 appropriation available under that act for the sale 
for local currencies of surplus agricultural commodities. The proceeds of the 
sale are to be used for the same purposes as the dollars used to purchase the 
commodities. This requirement is the latest of a series of similar provisions 
starting with section 550 of the Mutual Security Act of 1953 which provided that 
the sales proceeds be used for mutual security purposes. These local currencies 
are in effect purchased with current mutual security appropriations and are 
available only for mutual security purposes. The sale proceeds are deposited 
initially in Treasury account but are transferred simultaneously and automatically 
by the Treasury to ICA account. Control over their use lies entirely in the hands 
of the Director of the ICA subject to normal agency fiscal procedures and 
accountability. 


OTHER TREASURY FOREIGN CURRENCY ACCOUNTS 


The third column in the attached table of local currency balances on hand on 
March 31, 1957, shows the Treasury balance of various accounts other than the 
Public Law 480 deposit accounts. While some of these accounts are subject to 
particular restrictions established by agreement with the host country they are 
virtually all characterized by the requirement that use of funds in them is subject 
to section 1415 of the Supplemental Appropriation Act of 1953 and must be paid 
for out of available agency appropriations. The largest component of the $100.3 
million balances indicated in the column is $43.6 million equivalent which has been 
transferred from Public Law 480 deposit accounts to Treasury sale accounts in 
accordance with allocations from the Budget Bureau and in anticipation of agency 
needs, but which have not yet been purchased by agencies. The total also includes 
$27.0 million equivalent of 10 percent counterpart resulting from mutual security 
grant aid which is available for Treasury sale. The figures shown also inelude 
receipts from the sale of war surplus ($9.5 million), reimbursements received under 
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the mutual defense assistance program ($6.5 million) and balances resulting from 
the information media guaranty program ($6.8 million) and smaller amounts from 
other sources. 

Since these sums are all subject to section 1415, no decision regarding their use 
is needed in the same sense as applies to the Public Law 480 or section 402 pro- 
ceeds. They are subject to the normal fiscal management of the Treasury and 
their ultimate use is an automatic function of-agency operations since Treasury 
Regulation 930 of October 1953 requires all agencies with obligations payable in 
foreign currencies to check with the Treasury concerning the availability of 
Treasury-owned balances prior to purchasing needed currencies in the market. 
This regulation also requires agencies to purchase Treasury-held currencies, if 
available, rather than resorting to open market purchases. Foreign currencies 
are sold by Treasury to agencies at the rate the agencies could have obtained in 
the market if none had been held by the Treasury, regardless of the rate at which 
they were deposited. Thus, any exchange loss falls on the Treasury, or on the 
Commodity Credit Corporation in the case of purchased Public Law 480 cur- 
rencies, rather than on the using agency. The balances in the Treasury “‘other’’ 
accounts have been converted to dollar equivalents at the current sale rates, 
rather than at the deposit rates used for the other figures in the tables. 


93522—57——_14 
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TasBLe I—Foreign currencies acquired without purchase with dollars in United States 
Government accounts on Mar. 31, 1957 


{Millions of dollars equivalents at deposit exchange rates '] 

















! 
Treasury accounts ICA accounts | Defense accounts Other 
| ] 
| Sees. 550, | 
Public | 402, and Public | Public § 
Publie | Law 480 | Public | Law 480 | Law 480 } 
Country Total | Law 480 | Sees. 550,/ funds Law 480 | funds | funds t 
sales, Other!! 402, 505 | allocated! funds | allocated allocated 
collective | sale pro- | for loans | allocated | for mili- | for other 
accounts ceeds and | for mili- tary United 
grants tary | housing | States 
| assist- | uses 2 
| | ; ance | | 
(1) (2) | @) | | 6) 6 | m | ® 
Afghanistan - --.- 1.2 ‘ ‘ 1.2 | ' 
Argentina. .. 24.1 21. 5 | 2.6 | (3) r 
Austria 5 36. 7 19. 6 (3) 5.7 5.7 5.6 0.1 
Beleium.._.- = : 5] | 4}. | 1 
Bolivia of 3.3 | 3.3 
Brazil... i | 16.2 | 95 | 9 } 5 3 5 
Burma. 8.0 | 6.6) 1.3} 1 
Cambodia 2.1 | | (3) | 2.1 | | 
Ceylon bg | | 
Chile | 2s 20.1 2 | 2.2 | (3) 
China 18.5 5.8 1.6 | i1.1 | 
Colombia 12. 6 | 12.0 | } | (3) 
Denmark 1.9 |_. .3 1.6 
Dominican Republic 3 pee sl. @ 
Ee'1alor ea. 10! @) 3 | 
Bevet........ ‘ | 19.8 | 15.0 | 2.3 2.5 
Ethiopia. ..._...-- | aa 1 | 
Finland -- gate | 22.4 18.9 1.5 | 1.9 | 1 
France. -- Seal 6 | (3) 2) ( 4 
Germany, West. - 39. 7 | 1 12.7 | 25. § i 1.0 
Greece ; 43.3 | 24.0 | 2.1 12.5 4.6 | | ofl 
Guatemala .7 | 7 
Haiti 1 1 
Honduras. -- (3) | : 4 
Hungary ‘ POF | (3) 
Iceland (3) (3) 
India | 92.5) 60.7 9.7 22. 1 | 
Indonesia 52.9 | 50.9 2.0 | 
Tran... : | 3.3 | 3.1 2 
Traq sia , 2 2 | | 
Israel _. Feaecelll 54. 7 | 34.3 5.8 | 14.6 
Italy _. ‘ . . 77.9 | 44.3 1.0 | 18.9 1.4 11.8 .§ 
EAS 63.1 | 11.0 4.2 (3) 19.9 17.7 | 9.0 1.3 
Korea... } 33.1] 12.8 2.4 17.4 2 
Laos R | kh (8) 1 
Netherlands fea 2 | 6.9 | 
Nicaracua ; (3 | | 
Norway ; 2.8 5 | 5 1.8 . 
Pakistan - | 74.0 48.0 4.0 | 11.3 10.7 | 
Paraguay ‘ | 7 7 
Peru | 2.9 | 2.2 2 5 | (3) 
Philippines 19.7 $ 19.3 
Poland 1 1 
Portugal 9.9 5.5 1.0 3.4 
Somalia 
Spain___-. i 162.4 | 105.1 | 13.7 | 32. 7 1.5 8.1 1.3 (3 
Switzerland -2 | 2 
hailand 1.7 12 4] 1 
Tunisia ; | | | 
Turkey | 17.7 15.7 2.0 (3) 
United Kingdom 52.0 20. 2 2 | 9.9 13.7 | 8.0 | haa 
Vietnam 10.1 1.6 8.5 loos 
Yugoslavia 240.7 120. 4 22. 4 35.3 62. 6 (3) 
8 690.0 | 1 100.3 266. 1 14.8 126. 4 | 23.9 | 4.3 


Total... 1, 255 


1 Treasury accounts other than Public Law 480 collection accounts are shown at current Treasury sale 
rates. 

2 All held by Department of Agriculture for market development. Apportionments available to GSA 
for purchase of strategic materials have not yet been drawn from Treasury account. Amounts drawn by 
State for educational exchange have already been disbursed to-binational educational exchange commissions. 
No funds have yet been apportioned to State for schools or to USIA for books or community centers. 

® Less than $50,000. 
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TABLE I].—Estimated local currency collections after Mar. 31, 1967,-under current 
mutual security and Public Law 480 authority ! 


[Millions of dollar equivalents at current Roe exchange rates] 








| es 
| Cumula- to | 
| tive Public} Public Law} 
| Totalsum}| Law 480 | 480sales |Anticipated|,Collections 
Country | of cols, 4 | sales agree- | proceeds Public Law} section 402 
and 5 ments to to Mar. 480 
| June 30, | 31,1957 | 
| 1957 | 
| | 
qa) | (2) | (3) | (4) (5) 
| | 
Afghanistan - . Bite ae 1Ssh lens Rcauis sie ae | ba oat - 
Argentina... -....-.- i : 3.0 | 31. 1 | 28. 1 | 2.6 ‘hint 
Austria : 23. 8 49.9 | 22.2 | 18.7 
Bolivia. _- pdt en e-= 48 23. 6 6.8 | _- 6.8 16.8 
Brazil. -. 140. 2 | 179.9 | 39.7 | 140. 2 }...... x 
Burma. -__-- ae ieta ‘ 14.9 | 22. 7 | 7.8 | 14.9 
Cambodia —* |. lems each . , 
Ceylon.. 2.2 2.2 
Chile } 14.4 | 39.6 25. 2 | 4 4 hs 
China cde | 30. 7 | 9.8 | 7.3 | 2.5 28. 2 
Colombia... ....-.-..--- ; | 21.2 | 37. 3 | 16.0 PY leone 
Denmark ie ee dod aoa asa 
Dominican Republic = Loe | 
Ecuador i Rinses } 4.7 8 3.4 | 4.7 : 
, ) awe sakes 4 19. 6 19. 2 | 4 (2) 
Ethiopia - . -- nie Satake waren Fie pee oa 7 
Finland --_._. oeale | 2.2 | 23.9 | 21.7 | 2:2 t3 — 
France. .-..- tess 37.9 | 2.1] 6 | 1.5 36. 4 
Germany. 20.0 1.2] 1.2 | 20.0 
Greece... 9.4 46.2 36.8 | Gece, 
Guatemala | 4.3 onctecd |- 4.3 
Haiti ‘ wi } Bes |S deeneetaitie 
Honduras ’ ‘ : icin | | 
Hungary -. ; | : e Bg | 
Iceland... : bbe | 2.8 | 2. 8 |. | 2. t.ncssl 
India 318. 8 | 360.1 | 73. 2 286. 9 31.9 
Indonesia... +s ‘ 43.9 | 96. 7 52. 8 | 43.9 |... 
Iran ans jee 6.9 | 12. 4 | 5.7 | 6.7 .2 
Iraq. dpunis dbee ‘ sot = See q 
loracl._.. ea 18.6 51.6 | 50.2 | 1.4 | 15. 2 
eS : = . | 83. 4 127.9 50.3 | 77.6 5.8 
Japan _ . - | 21.1 150. 8 | 129. 7 | Pink tesee 
Korea. __- 91.5 81.6 34.7 | 46.9 | 44.6 
Laos....- ~<a ; 0.3 | 0.3 
Netherlands 0.3 0.3 | 0.3 | 
Nicaragua | } | | 
Norway | ’ | 5 1 55 ~b- + ae 
Pakistan _. - - | 56.0 | 120.7 | 65. 6 | 55.1 9 
Paraguay --- Sade | 2.3 3.0 0.7 2.3 
Pern... - } 8.7 17.4 | 8.7 | a aoe 
Philippines 32. 4 13.5 . 13. 5 18.9 
Poland - 26 19.0 | 19.0 |. | 19.0 |... 
Portugal | 7.1] 7.1) oes di 
Somalia ol 1.0 | | 1.0 
Spain... _. sRabansbi sunghs 60. 2 186. 3 | 135. 2 51. 9.1 
Thailand SIRES Rene 2.6 4.6 | 2.0 2.6 |... ‘ 
Tunisia aeciicin kad clei 1.0 | na 1.0 
Ts ec ce adilnaacmoteal 72.9 | 115.8 | 51.6 64.2 | 8.7 
United Kingdom_.._.--..----_-- : 28.0 | 35.4 27. 4 | 8.0 20.0 
Vietnam Ridin Gdd deals Mats 16.2 | an a 16. 2 
ei 117.5 | 221. 5 | 120. 5 | 101.0 16.5 
Seatendiis - =" a oicinneniens he | ~ _ 
NI. tiie d. ates heed dcbew ake 1, 356. 4 2,007.7| 1,044.61 1,053.1| 3033 
' ' ' 


1 Does not include erobibile from Public Law 480 sales under the $1 billion extension now before the Con- 
gress, nor sec. 492 sales under fiscal year 1958 or subsequent mutual security program appropriations. 
2 Less than $50,000. 
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Tarnwe IIl.—Estimated collections of principal and interest on foreign currency 
loans issued or to be issued by ICA under authorizations available under Public 
Law 665 and Public Law 480 through June 80, 1957 


{In millions of dollar equivalents] 


| Estimated collections of principal and interest 


: 
| | 
nan, eal 





Country Source of loan Loan | Apr. 1, | 
jamounts) 1957, to | 1961-70 1971-80 1981-90 | 1991-99 
| ; 1960 | | 
(1) a. wee OS Or ae ae 
i | | | 
| | | | } 
Argentina _ | Public Law 480 20.0 | | 8.9 | 10.6 | 11.9 | 8. ¢ 
Austria_ -- do ‘ 26.3 | 0.1) 12.2 | 14.0 | 14.8 0.2 
Bolivia es }.....do 5.4 | 2.5 2.9 | 3.3 | 2.4 
Brazil ...d0 |} 149.2 | 66.3 79.0 90.8 63.8 
Burma | do 18.1 | 7.1 9.2 10.8 7.¢ 
Do | Mutual security program 25.0 | 1.5 | 13.3 | 15.0 10, 
Ceylon_.-- | do 2.5 | 1.1 1.3 1.5 1.1 
Chile. .... | Public Law 480 31.7 | } 12.3 | 14.6 | 16.5 11.8 
Do bes: | Mutual security program _-_| 9} 7 4 
Colombia. --_-- | Publie Law 480 22.2 10.9 14.8 87 5] 
Costa Rica ....| Mutualsecurity program 2.0 1.7 1.0 
Denmark. -- ; do 2.3 4 2.2 ] | 
Ecuador-. | Public Law 480 6.3 6.3 1.6 
Do... ‘ | Mutual security program 2.0 1.7 1.0 
Egypt | do 7.5 6 3.4 t 1 1.7 2.¢ 
Greece. _. Public Law 480 ; 7.6 20.1 74.3 42.7 17.4 
Do | Mutual security program __| 35.0 | 8 15.7 | 18.7 21.3 | 14.1 
Honduras | do . 3.0 | | 1.3 1.6 1 1.3 
Iceland _.._. Public Law 480___. 22 1.5 1.6 
Do | Mutual security program __| 9.0 | 8 | 5.0 1.9 3.0 | 2.1 
India ..| Publie Law 480 234. 1 104. 4 124. 4 140. 5 100. 1 
Do Mutual security program 122. 5 3.7 37.0 43.9 i. 6 32.0 
Indonesia. . | Public Law 480 77.4 34.5 41.2 46.5 33. ( 
Do | Mutual security program 15.0 | 8. 7.8 | 4 4. 5 
Iran : Public Law 480 2.5 | 1.1 1.3 1.5 | 1.1 
Do. ...| Mutual security program |... ‘ acca tue 
Israel | Public Law 480 36.8 | “—v 19. 2 25.3 | 20. 6 #6 
eee | Mutual security program _| 40.0 | 1.9 18.7 | 21.1} 23.3 | 13.4 
taly | Public Law 480 88.0 39.3 46.8 52.9 37.¢ 
Japan Rag es 108. 9 9.2 | 49.6 | 58.8 | 66.0 38. 6 
Morocco... _-_-- Mutual security program_| 20. 0 | 8.9 10. 6 | 12.0 | 8. ¢ 
Pakistan Public Law 480 23. 6 10. 5 12.5 | 14.2 10. 1 
Do ‘ | Mutual security program_| 88. 0 2.1 | 39. 0 46.4 52.6 | 34. 4 
Paraguay - .- Public Law 480 2.3 8 1.9 3 
Do : Mutual security program 1.0 ~ 5 
Peru ae Public Law 480 12. 6 | 2 7.6 7.9 2.9 2 
Do | Mutual security program 2.0 | 1.7 1.0 
Philippines | Public Law 480 6.6 | 2.9 3.5 4.0 2.8 
Do Mutual security program_| 20.0 8.9 10.6 12.0 8 
Portugal Publie Law 480 | 3.4 2.1 1.7 1.4 s 
Spain do | $113.1 | 6 | 50. 6 60, 2 68. 0 ; 
Do Mutual security program 20.0 1.2 9.2 10.9 12.2 6 
Taiwan do 60. 0 1.1 27.2 $2.0 39. 2 .9 
Thailand Public Law 480 2.1 1.0 1.3 6 4 
Do Mutual security program 20.0 | 8.9 10. 6 12.0 8,5 
Tunisia do 2.5 1.1 1.3 1.5 S73 
Turkey... Publie Law 480 89.3 * 39.9 37.5 53. 6 38.2 
Do Mutual security program 70.0 1.2 31.9 37.5 42 28. 2 
Vietnam do 50.0 1.0 22. 4 26. 7 30. 1 20. 4 
Yugoslavia | Publie Law 480 82.7 36. 7 | 44.0 | 49.7 35.3 
Do | Mutual security program 28. 5 12.7 15.2 17.1 12 
Total | ; .----| 1,860.9 25.8} 819.9 963.9 | 1,082. 1 712 


JUNE 5, 1957. 


ExecutTivk Orprer No. 10560, Datgep Sepremper 9, 1954, as AMENDED BY 
EXECUTIVE ORDER No. 10708, Datep May 6, 1957 


ADMINISTRATION OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANC! 
ACT OF 1954 


By virtue of the authority vested in me by section 301 of title 3 of the United 
States Code (65 Stat. 713) and as President of the United States, it is ordered as 
follows: 

Section 1. Department of Agriculture. Except as otherwise provided in this 


order, the functions conferred upon the President by Title I of the Agricultural 
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Trade Development and Assistance Act of 1954 are hereby delegated to the 
Secretary of Agriculture. 

Sxc. 2. Foreign Operations Administration. The functions conferred upon the 
President by Title II of the Act are hereby delegated to the Director of the For- 
eign Operations Administration. 

Sec. 3. Department of State. (a) The functions of negotiating and entering 
into agreements with friendly nations or organizations of friendly nations con- 
ferred upon the President by the Act are hereby delegated to the Secretary of 
State. 

(b) All functions under the Act, however vested, delegated, or assigned, shall 
be subject to the responsibilities of the Secretary of State with respect to the for- 
eign policy of the United States as such policy relates to the said functions. 

(c) The provisions of Part III of Executive Order No. 10476 of August 1, 1953 
(18 F. R. 4537, ff.), are hereby extended and made applicable to functions provided 
for in the Act and to United States agencies and personnel concerned with the 
administration abroad of the said functions. 

Sec. 4. Foreign currracies. (a) There are hereby delegated to the Director of 
the Bureau of the Budget (1) so much of the functions conferred upon the Presi- 
dent by the Act as consists of fixing from time to time the amounts of foreign cur- 
rencies which accrue under Title I of the Act to be used for each of the several 
purposes described in paragraph (a) to (f), inclusive, and (h) to (j) inclusive, of 
section 104 of the Act, and (2) the function conferred upon the President by the 
last proviso in section 104 of the Act of waiving the applicability of section 1415 of 
the Supplemental Appropriation Act, 1953. 

(b) The Secretary of the Treasury is hereby authorized to prescribe regulations 
governing the purchase, custody, deposit, transfer, and sale of foreign currencies 
received under the Act. 

(ec) The foregoing provisions of this section shall not limit section 3 of this order 
and the foregoing subsection (b) shall not limit subsection (a) above. 

(d) Purposes described in the lettered paragraphs of section 104 of the Act 
shall be carried out, with foreign currencies made available pursuant to section 
4 (a) of this order, as follows: 

(1) Those under section 104 (a) of the Act by the Department of Agriculture. 

(2) Those under section 104 (b) of the Act by the Office of Defense Mobiliza- 
tion. The function, conferred upon the President by that section, of determining 
from time-to-time materials to be purchased or contracted for a supplemental 
stockpile is hereby delegated to the Director of the Office of Defense Mobilization. 

(3) Those under section 104 (c) of the Act by the Department of Defense or 
the Department of State, as those agencies shall agree, or in the absence of agree- 
ment, as the Director of the Bureau of the Budget shall determine. 

(4) Those under sections 104 (d), (e), and (g) of the Act by the Foreign Opera- 
tions Administration. The function, conferred upon the President by section 
104 (g) of the Act, of determining the manner in which the loans provided for 
in the said section 104 (g) shall be made, is hereby delegated to the Director of the 
Foreign Operations Administration. The amounts of foreign currencies which 
accrue under Title I of the Act to be used for loans described in paragraph (g) of 
section 104 of the Act shall be the amounts thereof specified, or shall be the 
amounts thereof corresponding to the dollar araounts specified, for such loans as 
sales agreements entered into pursuant to section 3 (a) of this order. 

(5) Those under section 104 (f) of the Act by the respective agencies of the 
Government having authority to pay United States obligations abroad. 

(6) Those under section 104 (h) of the Act by the Department of State. 

(7) Those under section 104 (i) of the Act by the United States Information 
Agency. 

(8) Those under section 104 (j) of the Act by the Department of State and 
by the United States Information Agency in accordance with the division of 
responsibilities for the administration of section 203 of the United States Informa- 
tion and Educational Exchange Act of 1948 (62 Stat. 6) provided by Reorganiza- 
tion Plan No. 8 of 1953 (67 Stat. 642) and Executive Order No. 10477 of August 1, 
1953, and by subsequent agreement between the Department of State and the 
United States Information Agency. 

Src. 5. Reports to Congress. The functions under section 108 of the Act, with 
respect to making reports to Congress, are reserved to the President. 

Sec. 6. Definition. As used in this order the term “the Act’’ means the Agri- 
cultural Trade Development and Assistance Act of 1954 (Public Law 480, ap- 
proved July 10, 1954, 68 Stat. 454) and includes, except as may be inappropriate, 
the provisions thereof amending other laws. 

Dwieut D. EISENHOWER. 

Tue Waite House. 
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Mr. Houuister. I want to point out that unfortunately it is not as 
if we could take those funds and use them just where we want to. 
We have to use them in the countries where the commodities are 
sold. We have little control over that part of the activity. 


ICA ANSWER TO HARDY SUBCOMMITTEE REPORT ON IRAN 


Mr. Gary. One other question: Will you supply each member of 
the committee with the answer that you have prepared to the Hardy 
report? 

(The information was supplied to the committee.) 

Mr. Houuister. Yes, sir. 


ESTIMATED BALANCES FOR ALL PROGRAMS 


Mr. PassmMan. You do understand that we want in the record at 
the appropriate place early in the hearings the estimated unexpended 
balances of all of the programs, separately, then the aggregate, as of 
June 30? 

Mr. Houutster. Yes, sir. 

Mr. Passman. The amount of that total that has been obligated, 
the amount that is in reservations? 

Mr. Houutstrer. Yes, sir. 

Mr. Passman. And the amount of unobligated funds, and all 
programs, and the aggregate? 

Mr. Houutster. Yes, sir. We will have that for you. 

Mr. Passman. We want also for the record the amount you deobli- 
gated in all programs during the last fiscal year, and the amount you 
dereserved during the last fiscal year, by projects. Can that informa- 
tion be provided for us? 

Mr. Houurster. Yes, sir. You understand, on the economic side 
we do not reserve, but we will get the figures for you. 

Mr. Passman. I said the part of the program that you do reserve. 

Mr. Houuister. Yes, sir. 

Mr. PassmMan. The amount that was obligated, deobligated, 
reserved, and dereserved. 

Mr.,Houuister. Yes, sir. 

(The information requested is as follows:) 
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MovrvuaL SECURITY 
tstimated balances of funds as of June 30, 1957, by function 


{In millions of dolars] 























Total 
Obliga- Reserva-| obliga- Unobli- | Unliqui- Unex- 
Summary by function tions | tions | | tions and gated dated pended 
reserva- | 
| tions Mh bs | 
esl | race er } | ee ee 
Mutual defense assistance program: | 
Military assistance__...._- 877,500 | 835,500 | 1,713,000 | 500,000 | 3, 880,504 | 4, 380, 594 
Defense support. -....-----.------.| 1, 163, 064 |- se 1, 163, 064 | 49, 500 | 1, 238,696 | 1, 288, 196 
RE A rs. ceeding a sbca _..| 2,040, 564 | 835, 500 | 2, 876,064 | 549, 500 | 5,119, 200 | _5, 668, 790 
| Se eee eee ee z —————= — —— 
Economir and technical cooperation: | | 
Development assistance -- 221, 850 ‘ 221, 850 29,000 | 288, 851 317, 851 
Technical cooperation - - - | TAG, 380 Luc 147, 120 } 12,500} 161,413 173, 913 
Other programs 173, 956 |_.... | 173,956 | 119, 548 | 24, 582 144, 130 
stiches G24 542, 926 | 542, 926 | 161,048 | 474, 846 635, 894 
Total, mutual security program.| 2, 2, 583, 490 | ~ 835, 500 | | 3, 418, 990 1 710, 548 | 5, 594, 136 | 6, 304, 684 








1 Includes $25,000,000 fiscal year 1956 and prior year nonmilitary funds recovered in fiscal year 1957. 


Mr. PassMan. We shall adjourn until tomorrow morning at 10 
o’clock, gentlemen. 


Tuurspay, JUNE 20, 1957. 
Mr. Passman. The committee will come to order. 
Yesterday, when the committee recessed, we had heard Mr. Hol- 
lister’s statement and had proceeded with other examination. 


LEBANON DAIRY PROJECT 


Mr. Hotutstrer. Mr. Chairman, you will remember I was asked 
about a so-called barn which cost a lot of money. It consisted of an 
experimental barn, sheds, yards, and a silo built at a total cost of 
$75,000 to $80,000 of which we put up $48,000. This was built in 
1953, completed then. 

In 1952 there was 1 small dairy and 1 small milk plant in Lebanon. 
The Lebanese were unable to obtain more than 10 percent of the milk 
needed for normal development. In 1952 the United States technical 
assistance program in Lebanon provided for the importation ot pure- 
bred Holstein cattle; 30 heifers and 22 bulls were imported from 
Holland, the cheapest source, at a total cost of $21,000. Through in- 
terbreeding of improved strains of cattle, the dairy industry of 
Lebanon was founded. 

Since the importation, approximately 2,500 Lebanese dairy cows 
have been bred to the 22 Holland bulls, and over 200 head of Holstein 
cattle have been imported by Lebanese dairymen at their expense. 

The milk yield of the crossbred cows is more than double that of 
native cows. As a result of the United States technical assistance 
program, Anjar village, for example, ships 5,000 pounds of milk per 
day to Beirut as compared with 70 pounds per day 3 years ago. This 
production is from small farmers owning 1 to 5 cows. In the Beirut 
area today there are 6 pasteurizing plants, and the wealth of the 
dairy farmers has been augmented by $1 million during these 5 years. 
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Mr. Passman. Thank you, Mr. Hollister. Is that information 
from your agency ? 

Mr. Houxisrer. From our : agency. 

Mr. Roonry. Mr. Director, were American taxpayers’ funds used 
in connection with the importation of those bulls? 

Mr. Hottisrer. $21,000 of the technical assistance was used for 
the 52 bulls and heifers to improve the breed in Lebanon. 

Mr. Passman. In addition to the cost of the barn ? 

Mr. Rooney. In addition to the $48,000 you told us about yes- 
terday ? 

Mr. Hotuister. I told you yesterday, Mr. Rooney, that $48,000 was 
for the eee barn, yards, sheds, silo, et cetera, which cost 
around $75,000 to $80,000. The Lebanese put up the rest. That was 
in 1953 that was completed. As I say, in 1952 the program of sending 
over these bulls and heifers was put into effect. 


TOTAL UNITED STATES COST OF LEBANESE PROJECT 


Mr. Rooney. So that the American taxpayers contributed $69,000 
in connection with this project as compared to $30,000 by the Lebanese. 

Mr. Hoxuister. No, sir; I did not say that. I said there was that 
much money put in by the Lebanese into this particular so-called barn, 
which consists of sheds and silos. 

Mr. Rooney. In other words, we still have a ratio of $48,000 from 
the American taxpayers and $30,000 of Lebanese Government funds 
for a dairy barn; then, outside of that, you had $21,000 for the bulls; 
is that correct ? 

Mr. Houuister. Yes, but undoubtedly the Lebanese Government 
put up additional sums all the way through. In all our technical 
assistance programs around the world, we call it technical cooperation, 
because the governments themselves put up a substantial amount of 
the funds everywhere in that particular program. That is one where 
they contribute anywhere from a half to sometimes 6 or 7 or 9 or 10 
times what we contribute. 


AMERICAN MERCURY MAGAZINE ARTICLE BY SENATOR BRIDGES 


Mr. Roonry. Mr. Hollister are you familiar with an article con- 
tained in the June 1957 issue of American Mercury, wherein the dis- 
tinguished Senator from New Hampshire, Senator Bridges, wrote 
an article in which he recommended that, with regard to this year’s 
mutual security budget, a total cut of $1,200 million—— 

Mr. Hotutster. Am I familiar with that article? 

Mr. Rooney. Yes. 

Mr. Hotuisrer. No, sir. 

Mr. Rooney. If I were to tell you at page 73 of the June 1957 issue 
of American Mercury, in an article written by or attributed to Senator 
Styles Bridges, we find the following : 

Besides the cut in accordance with the formula I have set forth above, an 
additional cut of $250 million, making a total cut in foreign aid of $1,200 million, 
is possible— 
what would your answer be to that ? 

Mr. Horuister. Any cut is possible, Mr. Rooney. I would think a 
cut of that kind would be most unfortunate and not wise. 
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VICE PRESIDENTS COMMENTS ON UNITED STATES PERSONNEL IN AFRICA 


Mr. Roonry. Some months ago the Vice President, Mr. Nixon, made 
atrip to Africa. He reported that he found many, or too many, “corn 
balls” at our establishments in Africa. Have you asc ertained how 
many “corn balls” your agency has there or had there ? 

oy a Mr. Chairman, I am not sure I know what a “corn 
ball” 

4 Tconr. I do not either, but I suspect he was not paying com- 
pliments to either the diplomatic service, the USIA, or your Adminis- 
tration. 

Mr. Horsister. Let me say in comment that, if it was meant in an 
uncomplimentary way, as you and I both imagine it was, if I thought 
I had “corn balls” in my work in these different areas, I would remove 
them as fast as possible. 

Mr. Rooney. Did you inquire of the Vice President after he men- 
tioned the “corn balls” whether or not there were any from your agency 
in his list? 

Mr. Hottisrer. I had a long conversation with him about it, and he 

made no specific recommendations. He said in his general talking 
around he hea found from time to time people whom he thought were 
unfitted for their work. He did not tell me there were any in my 
organization to which he could specifically refer. 

My guess is in the time he had, as he talked to people, he was not 
always certain in which particular category they were serving. 

Mr. Rooney. They might have been from your outfit then as well as 
from USIA ¢ 

Mr. Hoxuister. It is conceivable. If they were in my outfit, I 
would hope it could be brought to my attention, and I would have them 
removed, 


DIRECTOR'S POSITION ON DEVELOPMENT LOAN FUND 


Mr. Roonry. When this matter of a revolving fund and getting 
away from the control of the Congress and the Appropr iations Com 
mittees of the House and Senate was resolved, I take it there were : 
number of discussions with regard thereto; were there? 

Mr. Houuister. You mean in planning the development loan fund ? 

Mr. Roonry. Yes; and whether or not there should be one. 

Mr. Houuisrer. Yes, sir; many. 

Mr. Rooney. Were there differences of opinion with regard thereto? 

Mr. Houuister. Yes, sir. 

Mr. Rooney. Is it the fact that your opinion, as a former distin- 
guished and highly ¢ capable Member of Congress from the State of 
Ohio, was that this was not the w ay to do it? 

Mr. Houuisrer. I thank you for the compliment, but as I told the 
chairman yesterday, when I work in the Government, I should work 
as part of the team or I should leave. 

Mr. Rooney. Your viewpoint did not prevail then ? 

Mr, Howtisrer. I did not say that, The conclusions we reached 
are the decisions of the executive, in which I took part and which I am 
representing with my utmost ability and energy to your c committee. 

Mr. Roonry. Would you indicate how you felt about this in the 
course of those discussions ? 
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Mr. Horutsrer. I guess I must give you the same answer I have just 
given you, Mr. Rooney. There is no program of this kind which could 
be perfection. There are all different kinds of views, and we believe 
the program we are presenting in its whole is a considerable improve- 
ment over the present arrangement and will result in ultimately con- 
siderable savings to the United States in money and greater efficiency 
in our operation. 

Mr. Rooney. Was that your viewpoint at the time of these discus- 
sions? 

Mr. Hotrisrer. It is my viewpoint today. 

Mr. Roonry. Was it your viewpoint at the time of the discussions? 

Mr. Hoxutster. I have not felt that every single one of the things 
we are suggesting is necessarily the best way to do it, but as I say, 
have joined in the approval of the whole program. 

[ should say, Mr. Rooney, that there is nothing in the program 
which was completely the desire of one person. Anybody that you 
would ask would have to say he had his own views, and it seems that 
is the proper way for the Executive to operate. He should get the 
views of everybody and then try to get a consolidated opinion, and the 
result which is best for the whole program and for the country. 

Mr. Roonry. I am not referring to the overall program now, Mr. 
Hollister. I am inquiring with regard to this matter of bypassing 
Congress and setting up this revolving fund. 

I understand your opinion today, you are for it. But was your 
opinion at the time this was discussed to the contrary ? 

Mr. Hottutster. My opinion has changed a number of times, a num- 
ber of different times, and I do not believe it would be wise for me to 
state what my opinion was about any particular item at any particu- 
lar time. 

Mr. Roonry. Do you not think it might be of great interest to the 
committee, since the committee knows well of your great ability and 
your great record as a Member of the House of Representatives, to 
know ‘exactly how you felt about this at a particular time before you 
came up here as the representative of all concerned ? 

Mr. Hotutsrer. No, sir; I would think the members of the com- 
mittee, having much greater value and ability than I ever had and 
being right up to date on this thing, would be in much better shape to 
judge than I the present attitude of the Congress. 

Mr. Rooney. Of course, the committee would be greatly indebted if 
we could ascertain what your thinking was at the time of this pro- 
posal because my information is that vou were against it. 

Mr. Hotitster. I am sure, Mr. Chairman, that I do not know 
where you received your information. 

Mr. Roonzy. Am I incorrect ? 

Mr. Hottister. I do not believe it is of any great value to say how 
individuals, as this matter was considered, felt about each aspect of it 
and. how their views changed from time to time. 

Mr. Rooney. Am I incorrect in saying that I have been informed 
that, you were opposed to this revolving fund setup at the time of the 
initial discussions ? 

Mr. Hottister. I might ask who informed you of that, Mr. Rooney, 
and then I could tell you whether or not you had a very authentic 
source of information. 
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Mr. Rooney. Regardless of who it was who told me, is it or is it not 
the fact? i 

Mr. Hotuister. I must respectfully decline to answer questions of 
that nature. 

Mr. Rooney. We could have saved all that time. If you were be- 
fore my subcommittee, you would not get any money until you an- 
swered. However, I am just one member of this subcommittee. 

Mr. Hoxtiister. That may be. 


USE OF LOCAL CURRENCY FUND GENERATED BY PUBLIC LAW 480 


Mr. Roonsey. Now we have found with regard to Public Law 480 
that there is at the present time over a billion dollars at the disposal 
of the executive branch of the Government for whatever purposes it 
may deem fit as the result of that over $1 billion being generated 
through the disposal of surplus agricultural commodities. 

Does your program tie into the Public Law 480 program at all? 

Mr. Hotuisrer. I have the figures here because Mr. Gary asked for 
them yesterday. I knew the committee would be interested. 

Mr. Rooney. I am not interested in the figures at the moment. I 
am interested in an answer to my question. My question was: Do the 
figures, whatever they are, tie into your program ? 

Mr. Horuisrer. Some of the figures do tie in. If you would like 
to have me explain, I will. 

Mr. Rooney. Now, if you will tell us what figures do tie in and to 
what extent, please. 

Mr. Houtister. The total sales proceeds under Public Law 480 
which have been received from the beginning of this program through 
March 31, 1957—those are the last figures we have to date—were the 
equivalent in foreign currencies of $1,044 million. The anticipated 
sales proceeds—that is, those which will be received from sales agree- 
ments which have been negotiated 

Mr. Roonry. May I say that we had on the floor of the House about 
2 weeks ago in connection with the extension of this Public.Law 480 
program a statement of planned uses of foreign currency under title I 
of Public Law 480, agreements signed from the beginning of the 

rogram through February 28, 1957. The amount indicated was 

1,984.88 million. 

Mr. Houutster. If you let me finish, Mr. Rooney, I was saying that 
there have been received $1,044 million. There will be received from 
sales agreements which have been signed another $1,053 million. 
There will be a total of $2,097 million, which is something more even 
than the figure you referred to, because I imagine the figures you 
have were perhaps a few weeks older than the ones I now have. 

The total amount of sales proceeds in dollar equivalents in foreign 
currencies, either already received or still to be received, is $2,097 
million estimated through the end of June. 

_ Would you like to have the allocation of that to show how it fits 
into our program ¢ 

Mr. Rooney. I am permitting you to proceed as you please, but 
I have certain set questions in mind and you are not going to change 
my mind. I will get around to them. . 

Mr. Houster. If the presentation does not please you, I wish you 
would say so because I am trying to please you as well as I can. 
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Mr. Roonry. My question was, if you will recall: Did the proceeds 
under Public Law 480 tie into your program and, if so, to what 
extent? If you will just answer that question, we will get along fine. 

Mr. Houuister. I am approaching that answer, perhaps slowly, but 
I hope to get there. From this $2,097 million, there has been covered 
by signed loan agreements $386 million. The sums not as yet covered 
by signed loan agreements, but provided for under the arrangements 
made in the sales agreement and ultimately to be covered by loan 
agreements, consist of another $759 million, which makes a total of 
$1. 145 million, which is either ‘already covered by loan agreements 
or will be covered by loan agreements. 

You understand that under title I of Public Law 480 there are 13 
different categories under which the funds received from the sales 
may be used, but the important one that fils into our program is section 
104, subsection (2), which involves the right to lend the funds which 
have been received from these countries for the economic deve lopment 
of those countries. Also, in rare instances grants may be made for 
economic purposes under subsection 104 (e). 

Of these sums there has already been transferred to the ICA, from 
the money which has been made available to us from these sales, 
moneys which in turn can be programed under these loan agreements, 
$207 million. That is as of March 3 

There have been disbursed in loans from that $207 million, $144 
million, and $18 million in grants, and there is on hand $44 million. 
So that the program is re: ally. just getting underway. 

I should also add, Mr. Rooney, that we cannot, of course, choose 
what countries we—by we I mean the IC A, which is represented on the 
interdepartmental committee which passes on sales—we cannot choose 
alone the countries to which the sales are to be made. 

A very substantial part of these sales are made to countries in 
which we have no other economic program and where we would not 
ordinarily put a program into effect. 

However, in order to have these agricultural surpluses disposed of, 
sales are made in many countries. So you have to study the individual 
countries to know how much of this program is going to be helpful. 

Mr. Rooney. Mr. Hollister, that is all well and good, but will you 
please get back to the question that is hanging ? 

Mr. Houuister. You asked me, as I thought, to what extent these 
things would fit into our program. 

Mr. Roonry. Yes. 

Mr. Houutster. I thought I was answering that. 


PUBLIC LAW 480 FUNDS NOT INCLUDED IN THIS BUDGET 


Mr. Roonry. Will you please tell us in figures how much of these 
Public Law 480 funds will go into the $3,800 million overall request 
now before the committee. 

Mr. Hotxister. None. 

Mr. Rooney. We could have arrived at that 10 minutes ago. 

Mr. Hoxuuisrer. You did not ask me that. You asked me to what 
extent the Public Law 480 program fitted into our program. 

Mr. Rooney. We are here considering a request of $3.8 billion plus. 
The answer is “none” ? 
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Mr. Houuister. The answer is not “none”. You asked me a differ- 
ent question. You asked me how it fitted mto our program. I have 
tried to tell you. 

Now you have asked me whether any of these figures I am giving 
you are part of the $3,865 million, and I say they are no part. They 
do fit definitely into our program in various countries, and we con- 
sidered them as part of the development activity in these countries. 


PUBLIC LAW 480 FUNDS AVAILABLE IN ADDITION TO BUDGET REQUEST 


Mr. Rooney. The next question is: So that in addition to the $3.8 
billion now requested of the committee, there would be for use in 
various countries of the world, pursuant to Public Law 480 pro- 
grams, how much money ¢ 

Mr. Ho.uister. It depends upon how many years you talk about. 

Mr. Rooney. Let’s talk about 1 year, 1958. 

Mr. Houutsrer. If you talk about the year 1958, I would have to 
make some kind of a guess and bring you some more figures to see 
exactly how far along these programs are. You see, I can tell you 
how much money is ultimately coming in; I can tell you how much 
will ultimately be made available. 

Mr. Rooney. Let’s take the availability figure. 

Mr. Houutster. I just gave you all those. 

Mr. Rooney. I will restate the question in order to have it clearly 
in the record. That is my purpose in all these questions, to have 
them and the answers clearly in the record. 

Mr. Houutster. Yes, sir. 


LOCAL CURRENCIES ANTICLPATED TO BE AVAILABLE IN FISCAL YEAR 1958 


Mr. Rooney. In addition to the $3.8 billion now requested of the 
committee under the instant mutual security program, you would 
have available in fiscal year 1958 how much under Public Law 480? 

Mr. Hotuisrer. [ cannot give you that right now. 

Mr. Rooney. Would you take a guess ? 

Mr. Hoxutsrer. No, sir. 

Mr. Roonry. Does anyone here know ? 

Mr. Hotuisrer. No one could, without a good deal of additional 
information, make a guess as to how much of this local currency will 
be available in 1958, I will try to work something up. 

Mr. Roonry. How much is available now ? 

Mr. Hotutster. There is now available for lending $44.8 million. 

Mr. Rooney. Available for what other purposes; how much ? 

Mr. Hotsister. I have tried to point out that as time goes along 
there will be several hundred million more to be covered by these loan 
agreements, some already signed, but the money has not been turned 
over to us so it is not yet available. 

Mr. Roonry. When you mention “available,” exactly what do you 
mean ? ; 

Mr. Hotuister. So much being available. 

Mr. Rooney. I want to know how much is available under the Pub- 
a" 480 program which could be used in addition to the $3.8 
illion. 
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Mr. Houuister. I am saying $44.8 million is the only amount now 
which is on hand which has not been disbursed as loans. 

Mr. Rooney. Am I incorrect in understanding that there was in 
the Treasury foreign currencies to the extent of $1,984 million as of 
February 28, 1957 ? 

Mr. Horcuister. You are incorrect; yes, sir. 

Mr. Roonry. I am incorrect? 

Mr. Hoxuister. Yes, sir. 

Mr. Roonry. In what particular? 

Mr. Hotusrer. I tried to go through it, Mr. Rooney. I will do 
it again. 

The amount available at the end of March in the Treasury was 
$1,044 million. There will come in from sales which have already 
been made but not yet paid to the Treasury—you just asked what was 
in the Treasury—another $1,053 million, which makes a total of 
$2,097 million. 

Mr. Roonry. You do not need to go further with figures at this 
point. Is it not possible that these funds could be used for the 
purpose of assistance in foreign countries during the coming fiscal 
year to the full extent of that $2 billion figure ? 

Mr. Hotutster. No, sir; it is not possible. 

Mr. Roonry. Why not? 

Mr. Hottister. Because they are not available. 

Mr. Roonry. It is my understanding that these funds have already 
been generated. 

Mr. Hotiisrer. That does not make them available. I have tried 
to point out the machinery. I will go through it again. 

Mr. Roonry. Are you saying that by virtue of agreements with 
foreign countries that insofar as a particular country is concerned, 
those funds could not be used for that purpose? 

Mr. Hotiisrer. When the sales agreement is made with a country, 
there is an allocation of the money to be paid for the commodities 
among various purposes under section 104, and I think there are 13 
different purposes set out. The one we are discussing is merely one 
of those sections. That is money which becomes available to the ICA 
for programing for economic development in various countries. 

I have tried to trace through the source of these funds, pointing out 
to you that there are substantial amounts which will be coming in, 
and a great many coming in in 1958. I would be glad to try to work 
out for you what we might guess as the availability in 1958, but if 
you ask me the present availability, I must tell you there is only on 
hand as of the date I gave you—these figures change, of course, from 
month to month—there was available at the end of March $44.8 
million. 

Mr. Roonry. I should like to insert at this point in the record page 
8 of report No. 432 in connection with extension of Public Law 480, 
dated May 9, 1957, submitted to the House by the Committee on 
Agriculture. 

Mr. Passman. Without objection, it will be inserted at this point 
in the record. 

(The information referred to follows :) 
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Mr. Rooney. According to this, Mr. Hollister, and these are the 
figures that I am reading, planned uses of foreign currency under 
title I, Public Law 480, agreements signed from beginning of pro- 
gram—agreements signed—from beginning of program through Feb- 
ruary 28, 1957, in millions of dollars: 

For market development $32.15 million, for purchase of strategic 
material $7.2 million, for military procurement $241 million, pur- 
chase of goods for other countries $23.5 million, grants for multi- 
lateral trade and economic development $61.5 million, payment of 
United States obligations $478.38 million, loans for multilateral trade 
and economic development $1,114.9 million, and so on. 

Are we to understand that these figures just do not mean anything? 

Mr. Hotsistrer. No, sir; but you have ignored—— 

Mr. Rooney. Are we to understand that these foreign currencies will 
not be available, that it is not possible that these foreign currencies 
will be available in 1958 ? 

Mr. Hoxuister. I did not say that. You asked me to try to tell you 
what would be available in 1958, and I told you I would be very glad to 
try to work it out. You have emphasized the fact that this is planned 
uses as far as currency. 

Mr. Roonry. Who planned it? 

Mr. Hoxutsrer. It does not say planned uses in 1958. 

Mr. Roonry. Who planned it? 

Mr. Houuister. Various different departments that have authority 
under these different sections. 

Mr. Roonry. Including your administration ? 


LOCAL CURRENCIES AVAILABLE TO THE MUTUAL SECURITY PROGRAM 


Mr. Houtuisrer. We only have authority under three of the sections. 

Mr. Roonry. Which three? 

Mr. Hotuistrer. We have 104 (c), military equipment, et cetera. 

Mr. Roonry. How much is that ? 

Mr. Hotsister. That is $241 million. 

Mr. Roonry. The next one ? 

Mr. Hoxuisrer. The next one is (e). That is grants for multi- 
lateral trade and economic development, $61 million. 

Mr. Rooney. And the next one ? 

Mr. Hoxutster. The next one is the big one, that is loans for multi- 
lateral trade and economic development, and in this program it is 
down as $1,114 million. 

Mr. Roonry. That makes a total of almost a billion and a half, 
and this billion and a half would have no connection moneywise 
with the requested three billion eight now asked of the committee; is 
that correct ? 

Mr. Horuister. That is correct; yes. There is no connection. 

Mr. Lanuam. Is all that available for 1958 ¢ 

Mr. Hottister. I should say, Mr. Rooney, that to the extent, which 
we estimated that in countries where we have mutual security pro- 
grams, there would be availabilities under Public Law 480, we have 
taken that into full consideration in our planning and programing. 

In the guidelines which we sent out to all our missions almost a 
year ago now for planning in the coming year, we had several pages 
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of instructions to them as to how they should try to take the avail- 
abilities under Public Law 480 into consideration in planning the 
activities in those countries, which we would be glad to file with 


you. 
LEBANESE DAIRY PROJECT 


Mr. Rooney. To revert to the matter of the Lebanon cowbarn— 
and I do want you to understand that my mind is not foreclosed on 
whether this is or is not good right at this point—you submitted on 
yesterday your Administration’s answer to an article in the Reader’s 
Digest by Representative Meader. 

I correct in pointing out that Representative Meader’s article 
was correct at least in the detail that Lebanese dairymen, generally 
speaking, do not earn more than $100 a year? 

Mr. Hortisrer. I do not know. 

Mr. Rooney. Would you please look at your exhibit of yesterday ? 
I want to understand what this sentence means. 

Mr. Hotutster. Mr. Meader had stated that average farmers are 
living on $100 a year, and in our answer we indicated that the work 
that had been done would permit them to earn more than $100 a 
year. We did not necessarily admit that figure. 

Mr. Rooney. You did not admit it is $100? 

Mr. Ho.utster. No. If it had been $100, what we did would have 
enabled it to be raised over $100. If it had been $300, what we did 
would have enabled it to be raised over $300. What we were doing 
improved the possibilities of a class of people to earn considerably 
more than they were previously earning. 

Mr. Roonry. Do you have the figure on how much the Lebanese 
dairymen earn in a year? 

Mr. Hotutsrer. No, sir; I can give you gross national product of 
Lebanon; the average per person. 

Mr. Rooney. That does not help us. 

Mr. Ho xtister. We do not have any figures on what the dairymen 
earn. Wecantry to get it for you. 

(The information requested is as follows :) 


Preliminary estimates for 1956 indicate the gross national product of Lebanon 
was approximately $435 million, or an average per capita of $302, an increase 
in real terms of about 6 percent compared with 1955. Approximately two- 
thirds of the population of Lebanon is in rural areas of the country. Rural 
occupations reflect about 38 percent farm operators and farm tenants and 42 
percent unskilled landless laborers. Lebanon is a land of small farms in 
which 92 percent of the farms consist of 25 acres or less, and 62 percent of the 
farms are no bigger than 12.5 acres. It is estimated that all agricultural occu- 
pations combined contribute less than one-fifth of the total to the estimated 
national product of Lebanon. Dairying is particularly well suited for commer- 
cial agriculture in this country because Lebanon’s tourist and trading activities 
provide good markets for dairy products. 

The point 4 project in dairy production led farmers, rich and poor, to take 
up the study of milk production shortly after it began in 1952, because of its 
demonstration that it was possible to produce good milk at reasonable prices 
for a good profit. As a result of the point 4 program, there are now an esti- 
mated 3,000 to 3,500 crossbreed cows, owned by an estimated 1,000 farmers. 
Total production of cows’ milk has been increased by an estimated 20 percent 
by (1) breed improvement, (2) better care, particularly better feeding of dairy 
cows, both an outgrowth of the point 4 program. Hundreds of farmers have 
maintained the crossbreed of cattle produced through the crossbreeding of the 
imported Holstein and the Baladi (native) cattle, which more than doubled the 
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quantity of milk produced from the solely native cows. Farmers engaging in 
this program to improve dairy production have increased their net income -by 
more than $150 as a result of the higher yield from the improved cows. If 
they sell the manure from their cattle, it increases their income still further, 
or, if they use their manure as fertilizer on the land, they increase the produc- 
tion of the other crops. There is no estimate available of the average per 
capita income from farming of the Lebanese dairy farmer. However, in 1952 
there was 1 small dairy and 1 small milk plant in Lebanon; now there are 6 
pasteurizing plants in the Beirut area. Two and one-half tons of milk are 
shipped daily to Beirut from Anjar Village as compared with 70 pounds per day 
3 years ago; this production is from small farmers owning 1 to 5 cows. These 
are indicators of the growth of this activity which has directly reflected the 
contribution of the technical cooperation program. 

Mr. Rooney. You started this cowbarn business and this dairy herd 
in 1953; is that right? 

Mr. Houuisrer. I believe the buildings were completed in 1955. 

Mr. Rooney. And it would appear that, although in 1953 the per 
capita index for Lebanon was 125, and after assisting the Lebanese 
farmer as you did, his per capita index went to 115 in 1954 and down 
to 95 in 1955 ? 

Mr. Houiister. What figures are you quoting from / 

Mr. Rooney. Per capita index, Lebanon, 1953, 1954, and 1955. 

Mr. Ho titster. I still do not know which figures. Are you reading 
from the per capita gross national product ? 

Mr. Roonry. Four lines below that. 

Mr. Houtiister. That does not tell you about per capita, does it / 

Mr. Rooney. Yes. 

Mr. Houutsrer. Yes. It was 125 in 1953, in the agricultural pro- 
duction. It went down to 95; yes, sir; then up to 116 in 1956. 

Mr. Roonry. But in 1956 you did not spend any money for cow- 
barns or bulls, did you ? 

Mr. Hotxisrer. I do not know. 

Mr. Roonry. I thought you said yesterday that in 1955 and in 1956 
no moneys were expended for that purpose. 

Mr. Houuisrer. Not for that particular so-called barn. 

Mr. Rooney, if you want to ask me specific questions about what 
we did in particular years, I can get that for you, but I cannot tell 
you from memory, whether in 1956 or 1957 we did something. We 
did something in the agricultural area, I am sure. 


FIRMNESS OF BUDGET ESTIMATE FOR MUTUAL SECURITY PROGRAM 


Mr. Rooney. To get back to Public Law 480, and, since you say you 
cannot definitely tell us now how much you might be able to use 
in fiseal 1958, how firm would this requested figure of $3.8 billion 
be? 

Mr. Hotiisrer. You mean the $3.8 billion we are asking for? 

Mr. Roongy. Yes. 

Mr. Hou.isrer. As firm as we can make it at the time we prepared 
our papers. 

Mr. Rooney. If you were to get more money from Public Law 480 
than you have in mind as you sit there now, would that not cause 
that figure to fluctuate downward ? 

Mr. Horuisrer. You mean if from our Public Law 480 funds we 
received in some countries certain amounts more than we had ex- 


eee 








- ee Oe SE eT hlUS SC 


ata 


+ ARPORE i RRREIT 


So 


ENE i NT PTA RAO TE RIES 


OTHE eB OT AOS: 


—— 


225 


ected when we did our planning a year ago, would we need less 
Funds in those countries ¢ 

Mr. Rooney. Yes. 

Mr. Hotutsrer. That would be so, to a certain extent, in some coun- 
tries. Hs 

Mr. Rooney. So that this requested figure of $3.8 billion is not too 
firm, is it ? elie 

Mr, Hotuister. It is as firm as we could make it, with a great deal 
of very hard work. No figures that we can give you now, Mr. Rooney, 
will be exactly accurate a year from now. In any program of this 
kind, we realize that there must be changes as the year goeson. We 
cannot possibly hit everything on the nose. 


SHIPMENT OF GOODS IN AMERICAN- AND FOREIGN-FLAG SHIPS 


Mr. Rooney. In the authorizing legislation, and it is permanent law 
now, we have this matter of shipment of 50-50 of the goods in Amer- 
ican bottoms ¢ 

Mr. Hotuistrer. Yes. 

Mr. Roonry. What does the instant legislation propose to do, if 
anything, with regard to that setup? 

Mr. Hoxtisrer. It does not suggest any changes. I will ask Mr. 
Saccio to answer that. It is highly technical. “We are not chang- 
ing materially, but there is a slight change in the legislation which he 
can explain to you. 

Mr. Saccro. This is a provision in our own act, the Mutual Se- 
curity Act, section 509, which provides for at least 50 percent of gross 
tonnage of commodities, materials, and equipment under the program 
being shipped in American ships. 

Mr. Rooney. My question is: Is that requirement being protected in 
the instant authorizing legislation ? 

Mr. Saccto. It is because the Butler Act, passed after this _pro- 
vision, is broader than the provision we have in our own act. Since 
we were going through the act and removing things that were not 
necessary or were obsolete, we proposed the dropping of this first sen- 
tence which applies to 50-50 shipping, because the Butler Act is 
broader, and that is what we are following. 

Mr. Hontisrer. We are governed by the Butler Act. 

Mr. Roonry. Is it your ‘intention, regardless of the language of any 
of these bill to which you refer, to continue the practice of shipping 
at least 50 percent in American bottoms ? 

Mr. Saccio. It is our intention to follow that practice under the 
Butler Act. 


SHIPMENT OF GOODS BY AIR 


Mr. Roonry. How much of your program in the current year and 
last year was expended for shipments by air? 

Mr. Hotxistrer. We could not tell you without a study of our rec- 
ords. We would be glad to get that figure for you, if you like. 

Mr, Saccro. By commodities ? 

Mr. Rooney. The use of airlines for the carrying of freight i 
connection with this program. 

Mr. Passman. Foreign and local ? 
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Mr. Rooney. Foreign. Please insert at this point in the record 
the figures with regard to that in fiscal 1956 and 1957. 

Mr. Hotuister. Yes, sir. 

(The information follows :) 


SHIPMENTS BY AIR 


For the fiscal year 1956 ICA financed commodities for shipment by air 
amounted to $1,457,520. This is something less than one one-hundredth of one 
percent of total ICA expenditures for the fiscal year. 

In the fiscal year 1957 for the period from July 1 to the end of March 1957 
ICA financed commodity shipments by air amounted to $603,672. This is about 
the same ratio as in fiscal year 1956. 

The main commodities shipped by air are in the field of medicinals and 
pharmaceuticals with the second category being aircraft parts. 

Mr. Rooney. Would you say what your reaction would be to a 
provision which would require any shipments by air to follow the 
procedure with regard to American merchant marine shipping? 

Mr. Hoxuisrer. You mean the 50-50 provision ? 

Mr. Rooney. Yes. 

Mr. Hotutstrer. Offhand, I can see no objection to it. 

Mr. Rooney. I do not have the slightest idea of the extent of your 
shipments by air. I understand there are some. I see no reason why 
American-flag ships carrying freight by air should not carry at least 
50 percent of the cargoes. 

Mr. Hotuister. I can see no reason why we should handle air 
any differently. If Congress adopts the principle, it seems to me it 
could be equally applicable to air as well as the ocean. I would want 
to study the problem. 


AID TO YUGOSLAVIA 


Mr. Rooney. I see we are in here once again for a good big bite 
for Tito and Yugoslavia Why is that necessary? 

Mr. Hotutster. Mr. Rooney, we believe—when I say “we,” I mean 
the administration—it is wise to encourage those countries, even 
though Communist, which are showing a substantial independence 
of the international communism complex. Yugoslavia is one of 
those countries. 

Mr. Roonsry. Of course, I do not agree with that, and have op- 
posed aid to Tito and Yugoslavia since the first Yugoslav loan of 
several years ago, and I have never deviated since then. 

However, that is just my personal reaction, and I find myself in 
the minority most of the time, but not at all times. 


AID TO ISRAEL 


The amount for Israel has been considerably dropped in the in- 
stant request, has it not ? 

Mr. Hotutsrer. I cannot give you every one of these figures from 
memory; we are planning for 1958 a lesser sum than that planned 
for 1957, but the amount we planned for 1957 was not all spent in 
Israel. You see, in comparing these figures of 1957 with 1958 in 
many cases we must take into consideration the fact that we will 
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expect to have some activity in the development loan fund in some 
of these countries. This amount we have proposed for Israel is 
merely the amount they have set down under what we call special 
assistance, in addition of course to the amount which we have for 
technical aid. 

Mr. Roonry. How much was spent in 1957 ? 

Mr. Howuisrer. I would have to find out. 

Mr. Rooney. Will you please insert that information at this point 
in the record, if you can? 

Mr. Hotiister. You wanted obligated funds, or expenditures? 

Mr. Rooney. Expenditures. 

Mr. Houtsrer. The expenditures were $18.5 million in fiscal 1957, 
estimated, by the end of the year. 

Mr. Roonry. Expenditures for 1957 were $18.5 million ? 

Mr. Hottister. Yes, sir. 

Mr. Roonry. What were the obligations? 

Mr. Hoxuister. The estimated obligations at the end of the year are 
$26.6 million. 

Mr. Roonry. Does that include the $18.5 million, or is that in addi- 
tion thereto ? 

Mr. Houuister. Well, you cannot include one figure in another. 

Mr. Rooney. I would not be surprised. 

Mr. Houuisrer. I am afraid you do not understand. A question 
like that is an impossible question to answer. What we expend may 
be money obligated a year or two years before. 

Mr. Roonry. What did you say was the obligation figure ? 

Mr. Houuister. The obligation figure was $26.6 million. That was 
a little less than the amount we gave in our illustrative program last 
year to the Congress, and is the amount we considered in our present 

ear appropriation, and have duly obligated. The expenditures may 
. part of that money which is obligated this year, but in general 
expenditures in a year were obligated in previous years. 


VISIT OF AMBASSADOR RICHARDS TO MIDDLE EAST 


Mr. Roonry. When our distinguished former colleague Ambassa- 
dor Richards went on his visit to various countries in the Middle East 
in the past few months, I think he took with him a credit line to the 
tune of about $200 million; did he not? 

Mr. Hotxister. Well, he did not take a credit line. 

Mr. Rooney. Call it whatever you want. What would you call it? 

Mr. Houuister. We told him there were certain availabilities in the 
economic field and in the military field which could be used in making 
some of the commitments which he made. However, I do not have 
that figure before me. 

Mr. Roonry. What figure did you give him with regard to Israel? 

Mr. Houuisrer. I would have to check that, Mr. Rooney. 

Mr. Rooney. Is that classified information ? 

Mr. Hotuister. No, sir; I don’t think so. I do not think there are 
any definite figures for any definite country given to Mr. Richards. 
He was given general availability and a certain amount of discretion 
where it might be important to conclude an agreement in a hurry. 
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Mr. Richards, however, kept Washington very fully informed about 
his activities. 

Mr. Roonry. Would you be so kind as to let us have the figures 
with regard to the Richards mission? I believe he promised a total 
of about $120 million. 

Mr. Houuisrer. I would be glad to give you a complete report on 
that. 

Mr. Rooney. Including the amount that was suggested or offered 
to Israel, and which, as I understand, was refused by Israel. 

Mr. Horuisrer. Well, I do not know whether we will be able to 
give you that, Mr. Rooney; I am not sure. However, we will give 
you the other figures on the Richards mission. 

(The information requested was supplied the committee.) 

Mr. Roonry. You would be able to ascertain whether or not there 
was a negotiation with Israel and the extent of that negotiation, and 
what happened to it; would you not ? 

Mr. Hoxuutsrer. No, sir; I think you had better ask Mr. Richards 
about that. 

Mr. Roonry. Is Mr. Richards coming here ? 

Mr. Hotiisrer. You can have him come, of course. I do not be- 
lieve it would be proper for me to furnish that information even if I 
knew all about it. 

Mr. Roonry. We would like to have it. 

Mr. Hoxuister. I am sure Mr. Richards would be delighted to come 
here and talk about his trip, and what he did in any particular coun- 
try, but, as I said, I do not think it would be appropriate for me to 
undertake to give you the details of the negotiations which he had 
with any particular country. 

Mr. Rooney. Were you not the man behind the gun in allocating 
the money ? 

Mr. Hottisrer. I was one of several people concerned in the matter. 

Mr. Rooney. Why cannot we do it through you? You are a genial 
gentleman, just as genial as the gentleman from South Carolina. If 
you will obtain that information for us, we shall proceed from there. 

Mr. Hotuister. I will get for you all the information which I think 
is appropriate, and proper for me to present. 

Mr. Rooney. Thank you. 

(The information requested has been supplied the committee.) 


OBLIGATIONS OF LOCAL CURRENCIES 


Mr. Passman. Mr. Hollister, will you kindly insert in the record at 
this point information as to the total amount of foreign currency used 
to date by ICA in each country under section 104 of Public Law 480, 
and the purposes for which this currency has been used ? 

Mr. Horutsrer. Yes, sir. 
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(The information requested follows :) 


Title I.—Public Law 480, foreign currencies obligated through April 1957 by ICA 


{In dollar equivalents] 


| 








| 
Country Amount Purpose 
Austria E $1, 968, 352 | | Sec. 104 (g). 
Brazil. . - 22, 382, 447 | Do. 
Chile-- em ; 1, 806, 153 | Do. 
Ecuador. -. 2, 076, 568 Do. 
Greece --. -- , 6, 146, 179 | Sec. 104 (e). 
Israel ‘ | 15, 356, 667 | See. 104 (g). 
Italy. _- | : , 000 Sec. 104 (d). 
Japan ! : --| 92, 265, 000 | See. 104 (2) 
Korea | 11, 000, 000 | Sec. 104 (e). 
Peru 4,821,053 | Sec. 104 (g). 
Spain 8, 985, 879 DT Do. 
|— -| 
Total DN gi ee ee ae 169, 308, 298 | 
| 
' ' 


1 Excludes allocation to Army of $3,270,000 fer purposes under sec. 104 (d). 
EXPLANATION OF PURPOSE 


104 (d). To finance the purchase of goods or services for other friendly countries. 
104 (e). To promote balanced economic development and trade among nations. 
104 To grant loans to promote multilateral trade and economic development. 


LOCAL CURRENCIES AVAILABLE IN FISCAL YEAR 1958 


Mr. Passman. We should like to have for the record a report on 
the total amount of foreign oa still available for such use in 
each country during fiscal year 1958. 

Mr. Howwisrer. Yes, sir. 

(The information requested may be found on p. 1113.) 


VALUE OF AGRICULTURAL COMMODITIES SHIPPED ABROAD UNDER PUBLIC 
LAW 480 


Mr. Passman. When was Public Law 480 enacted? 

Mr. Houuisrer. 1954. 

Mr. Passman. During the 2 or 3 years the law has been in effect, 
what. is the total amount of agricultural commodities which have been 
shipped abroad under provisions of the act? 

Mr. Horutster. I might have difficulty telling you how much has 
been shipped. The tot: al amount is $3 billion, which is the cost to the 
Commodity Credit Corporation and which has been sold under these 
sales agreements. It does not mean that you get that same amount 
in the currencies. 

Mr. Passman. I am referring to American dollars, with referenge 
to the cost of the commodities which we have shipped abroad. 

Mr. Hotuisrer. The cost of the commodities to the taxpayers, which 
have been sold under Public Law 480, has been almost the $3 billion 
which Congress authorized. 

Mr. Passman. A total of $3 billion ? 

Mr. Hotutsrer. Yes, sir, but it has not all been shipped, necessarily, 
as yet. It is all signed up. 

Mr. Passman. It has been obligated ? 

Mr. Houister. Yes, sir. 
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Mr. Passman. Could you provide for the record the amount which 
has been repaid? This has been referred to in many instances as 
loans. Is not a substantial part of this as outright grants! 

Mr. Hotuister. Some of it is. 

Mr. Passman. Could you state for the record the amount that has 
been haudled on a loan basis? 

Mr. Hoxuister. Those were the figures I was giving you earlier 
today. 

Mr. Passman. I want to follow through at this point on that par- 
ticular phase of the program. 

Mr. Houuisrer. Let me point out that there would be practically no 
—_——- as yet, because the time has not come to repay under these 

oans. 

Mr. Passman. Are any of these loans repayable in dollars? 

Mr. Hotutster. None of these are repayable in dollars. 

Mr. Passman. They are repayable in foreign currencies ? 

Mr. Hou.isrer. Yes, sir. ; 

Mr. Passman. And that currency is to be spent in the country in 
which it is received ? 

Mr. Hoxuisrer. I suppose you are talking about the final payment 
on the loan ? 

Mr. Passman. That is correct. 

Mr, Hoxuisrer. Usually, the arrangement under this particular sec- 
tion in which we are so active is that the commodities are sold for 
foreign currencies and then we, in turn, lend those foreign currencies 
to the government of these countries, which in turn lends them and, 
where possible, we try to get them to lend to private industry. It 
will be some years off before those loans finally are paid, and the gov- 
ernments finally pay us back. When that time comes, there is no re- 
quirement as to what we do with that money, and a decision will have 
to be made in conjunction with those countries as to what will be done 
with those currencies. 


DISPOSITION OF PUBLIC LAW 480 SALES RECEIPTS 


Mr. Passman. Under the provisions of the present law, the Presi- 
dent may either make an outright grant or the assistance may be in 
terms of a loan, but all loans are repayable in foreign currencies? 

Mr. Horxister. Yes,sir. They havea privilege of paying in dollars. 

Mr. Passman. However, if they tender the currency of the country 
under the contract, that currency would have to be accepted in lieu 
of the debt ? 

Mr. Hotxister. Yes, sir. They may pay their interest in dollars 
and get a lower percentage, but when they repay the principal, they 
are to repay it in currency whose value with respect to the dollar has 
been maintained. So, a country may not pay us back in depreciated 
currency. 

Mr. Passman. Are you in a position to provide for the record at 
this point information as to the amount out of the $3 billion which is 
in loans, and the amount in outright grants ? 

Mr. Houuister. Yes, sir; we can give you that; that is, with respect 
to those funds whose direction is already fixed and agreed upon. 

Mr. Passman. Yes, sir. 
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Mr. Houutsrer. There are some which are in the process of nego- 
tiation. 
(The information requested follows:) 


As of May 31, 1957, Public Law 480 sales agreements totaled $2,967 million 
in terms of CCC cost and investment in the surplus commodities, plus United 
States financing of a portion of the ocean-freight costs. These sales are expected 
to generate the equivalent of $2,052 million in local currencies, since the com- 
modities are sold at United States export-market prices. Sales agreements 
provide for the following uses of these local currencies : 





| dollar total 


| 
Million Percent of 

| equivalent | 

| 

| 


Loans to promote economic development and multilateral trade 7 1, 159 
Procurement for the common defense (grants) - __ pi eiewaliin | 241 


Be wt S 





Grants to promote economic development and multilateral trade. . 62 
Purchase of goods for other countries biidial nalbddare bin ohitece 24 
United States uses..............-- Ia ca lal re all re Soa 566 
ack Bibeccadsandunetibelinanone see ecieidamchiateriemenaasimeiaasd manasa | 2, 052 100 


Mr. Passman. Mr. Denton, do you wish to ask any questions ? 


ICA OBLIGATIONS FOR PUBLIC WORKS PROJECTS 


Mr. Denton. Mr. Hollister, you very kindly gave me a list of the 
moneys that had been spent by ‘the for eign aid operations for hydro- 
electric, thermal, and electric power projects in other countries, and 
that report ran up to January 1, 1956. 

Could you give me a list which would bring that down to date from 
January 1, 19! 156 2 

Mr. Hotisrer. Yes, sir. 

(The information requested follows :) 


TanBLE I.—Summary of ICA or predecessor agencies’ obligations for irrigation, 
reclamation (including flood control) and power projects, cumulative, Apr. 8, 


1948—Dec. 31, 1956 
[Millions of dollars] 





Table in Obligations 
Program | which detail | as of Dec. 31, 
is shown | 1956 
stalin eneinsnebbtils aicheienen hiinaeganeateiiianlinnaaivls -——---——| 
ICA and predecessor agencies’ programs total-_...- shictienniidiaiiihiial a | $355. 8 
Inactive programs: | 
European industrial projects_... cumpalcig eA waren Gasuidad so careaamant aaa .| 97.8 
European overseas territory projects. .................-----..-..-.--- Phe eee 4.1 
Continuing programs: 
Far East projects_.- : <2 Seaman 1Vv.. 115.7 
Near East and South Asia projects- -- Tasca 117.1 
Pk Sag hin Shik in dst hdd eis Ri | 1.0 
Latin America..... Valen 10.5 
Baers. ......-..- iY VaeEs | 9.6 
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Tas_e IIl.—European industrial projects ! ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects by country and project, Apr. 3, 
1948—Dec. 31, 1956 

[Thousands of dollars] 


Cumulative | July 1,1954 | Prior to 























Country and project total through through fiscal year 
Dec. 31, 1956 | Dec. 31, 1956 1955 
| EE eee dis bid Ueeblkm distro nbeagh $97, 838 — $2, 285 Me, 123 
Denmark: Steam electric station (60,000 kilowatts) at Kynby-| 3,317 | ; 3, 317 
POE en 4a edad vnnhnw a chdke ba Viapaosecus 17, 879 —150 18, 029 
Extension of the office du Niger irrigation project in 

ek ey eee : 1,191 | | 1, 191 
Thermal electric powerplant ‘at De chy (120,000 kilowatts) 11, 921 | —127 | 12, 048 
Boiler for steam electric station at Arrighi (100,000 kilo- | 

NE cee cbatnceecnscn: 2, 444 | S304 dala 2, 444 
Boiler equipment for steam electric unit at Nantes Chevire | | 

(100,000 kilowatts) - wey eige 1,801 | —4 | 1, 805 
Boiler equipment for second steam electric station “at | | 

Arrighi (100,000 kilowatts) - — 522 | —19 | 541 

Iceland _-_--..-- ek... ban pute weeeeens Pee UF 4,857 | —4 | 4, 861 
Expansion of hydroelectric plant on Sog River “3, 890 -1 | 3, 891 
Expansion of hydroelectric plant on Laxa River al 967 | —3 | 970 

= = j = =< = 

| /eeteatam as lic eaten fi dial . or 59, 979 | —2, 131 62, 110 
Steam electric station (50,000 kilowatts) at Genoa | 5, 510 —159 | 5, 669 
Steam electric station (60,000 kilowatts) at Palermo. | 5, 730 | —336 | 6, 066 
Turbogenerator with 60,000-kilowatt capacity to serve | | | 

northern Italy - ----- 6, 092 | —138 6, 230 
mikesanaaler (50,000 kilowatts) at Genoa for Societa | | 

Edison, Milan-_-- | 6,111 | —58 6, 169 
Tur bogenerator (50,000 kilowatts) near Turin for Societa | 

Idroelettrica Piemonte -___- 5, 937 —159 | 6, 096 
Steam electric station (60, 000 kilowatts) at Civitavecchia, 

Rome_. : ‘ 5, 608 —502 | 6, 110 
Steam electric station (60, 000 kilow atts) at Naples 6,014 | —83 6, 097 
Steam electric station (100,000 kilowatts) at Piacenza_ | 10, 357 —162 | 10, 519 
Steam electric station (30,000 kilowatts) at Naples____- 3, 280 | —69 | 3, 349 
Steam electric plant (120,000 kilowatts) near Tavazzano | 

for STE 2, 478 | —102 | 2, 580 
Addition to steam electric plant (30,000 kilowatts) at Turin_| 2, 862 —363 | 3, 225 

— - j— ——— 

Netherlands: Thermal power plant (124,000 kilowatts) on the | 

Amer River. 3, 092 | 3, 092 
me Irrigation and power development in the Sorraia | } | 
Valley and Plains of Villa Franca 897 | 897 

Masini eerbarsinnes . 7, 300 | 7, 300 
Thermal powerplant at Burcena__- | 3, 650 3, 650 
Thermal powerplant at Escatron_- 3, 650 | 3, 650 

International: Austro-German — lectric powerplant at | | 

Braunau on Inn River_._..._-- : 517 | ; 517 


! 





1 This special program, in which certain procurement authorizations issued by ECA and MSA were 
identified with various European projects, was particularly active during the Marsh: a plan period from 
1949 to 1952. The last projects added to this program were the 2 thermal power projects for Spain authorized 
in June 1954. This table shows the current status, as of Dec. 31, 1956, of the obligations originally entered 
into during that earlier period. 
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Tasie III.—Euwropean overseas territories ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects as of Dec. 31, 1956 


[Thousands of dollars] 


} : 
Cumulative 


total as of 


Area and project 


July 1, 1954 | Total prior 


through | to fiscal year 











Dec. 31, 1956 | Dec. 31, 1956 | 1955 
RO che 2. Ea i a og ae $4, 084 —$228 | $4, 312 
Belgian territories: Belgian Congo soil survey............-- 38 38 
French territories: French soil conserv ation program, Alge ria_ 535 535 
Netherlands territories: ‘‘Eysv — ” an’’ land reclamation, | 
Surinam. .- -- . barvmereveumenial 1, 084 —212 1, 296 
United kingdom territories..............................------| 2, 427 —16 | 2, 443 
Power station, Malta______- Ba igs 2, 203 | —16 2, 219 
Mid-C larendon irrigation project, JSUMMI oon nockoses 175 | pehuShel 175 
Construction of reservoirs, British Somaliland - -- SS 32 32 
Antierosion and reclamation, Cyprus. .......-.......-..--] 17 | 17 





GENERAL NoOTE.—This program, in which ECA utilized European program funds to finance directly 

cific projects in the overseas territories of European countries, was active in fiscal years 1950 and 1951. 

his.table shows the current status, as of Dec. 31, 1956, of the obligations originally entered into during that 
earlier period. 





Taste I1V.—Far Hast program: ICA or predecessor agencies’ obligations for 
irrigation, reclamation, and power projects, by country and type of project. 
June 5, 1950—Dec. 31, 1956 


[Thousands of dollars] 








} Cumulative 
v total through 
Country and project Dec. 31, 1956 

aint cerca ncaa lecenaeeiuaanniipas OU eel $115, 728 
anes, EG. SEY POCO. oo a iebcinitet id 1, 316 
ern, Shen PUMIREONUUNGR RRM a ee eee 859 
Teermal power generation... <sisiddawebu aes aisiiacnse 457 
Cambodia: Irrigation and drainage development____________________ 852 
COR ENR oo acerca acca aaa he ak etn thine 44, 854 
Ra RIMES OGEE OOO 250 ENGI sca cs perme eeieen bhiintieasenieeiadalee 4, 082 
Tien-leng (peaking) hydropower station_____._.___-___________---_ 590 
Siem MOI NEBINUINORD’ MRR URGING. + sean stein vainateinaleminansmnppiensabitel 1, 478 
Cee re ree PERTIOR os ss 5 ce eeemanmans dOSsUR Reade 457 
Deen Teme) DOWN BENuNONb oa cit. eek 674 

Be ere COICO OO ss tenilinsnepmonn apne encawahiassandiclionn 396 

es CORONERS OWE? GURCIOM . 6 cicc scence nncennnccuneess 78 
Taiwan Power Co., thermal____--__- itienimuatikattnind beacagks 462 
réeng-na thermal power station... .sscsec Jone nnn ce cccsncndeces 38 
ere cerns) power Stations. ooo oo tees 5, 958 
Pema COSI. Wik UME a nh he ei eR A taicinl ceitin dee 4, 955 

Fa ONO OTUs ws matin niin cradles cong 1, 571 
Power transmission and distribution.__......_.____..________-____ 10, 850 
Ir I ON a ae ee i amis combina ean 180 
TE CR nt, ac spiteseen easiest Silas eiaiolan Babeiaeier tte 75 
RIEL, VO VOOR sis oi vce eseenibaisiod 4iiaicisie~lesaiantie aniacsa 124 
EA ROE WORT “TOBOTIR CON a ies im ox sete cacao dbntls alee 433 
Primary system improvement___.._....___________- siete Cait ae 2, 785 
Bosamen multipurpose dani. iweb i ce Se bd 4 014 
I 2, 000 

Be TNS a acd tlic cn siamese ats isle aaa aeteeenetes 2, 527 

TO UI TIO NN i at eae ah idl ain ~alddiatbaieasanlsscgibial 1, 127 
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Taste 1V.—Far Hast program: ICA or predecessor agencies’ obligations for 
irrigation, reclamation, and power projects, by country and type of project, 
June 5, 1950-—Dec. 31, 1956—Continued 


{Thousands of dollars] 
Cumulative 
total through 





Country and project Dec. 31, 1956 
i uh eeeniniinpmnenctvteals eienepeniem 772 
Land development and conservation_____-.-_-_------------ ~~~ 653 
Soil conservation and land utilization_.__.._._.__.__--___-_____-___ 119 
a a i a id aks metilaen fo enss ep mseemep mentee 51, 361 
Thermal power developments (Seoul, Pusan, Sanehok) —~..-.---_- 28, 200 
EE EO IORI nn on chitin dininncmnenenannem 7, 104 
I a iain cat tdtsalcdesecirictinebb baba: Dla-edea tb egrnsins avid dnidn ew bor em cephalic 55 
es anes enamel ee 5, 649 
a a mn sgnen wiabenan as aieninGlasincoenerevmnceennion 450 
Power rehabilitation engineering services__._....._........... -- 1, O77 
Thermal powerplant transmission lines._...........-.-------____ 2, 559 
Forest and watershed management______-._-._-.------_-~ 697 
Rehabilitation of Yongwol and Tangin-Ri thermal______.________ 1, 460 
Rehabilitation of Chong-Dyong Dam-___--_---.-_----~_-----_-__- 2, 000 
Rehabilitation and improvement, electric power distribution 
Ra tinea cii cal hha hcen ait lactll cinta cence erenenicenenen obs Sabon dritearabed btichlnsinhs 1, 500 
Rehabilitation of Unam powerplant____.--.--_---_---___-____ 115 
CRESS REISE ESL aS eee Lee Oe oe ek ee 102 
cn cnteerticitcmnimaardncinmwmntrnndmmniwailieniswedinidtoadbitchens 50 
Teen ee i eine ainiccninncoebdeeebeiminineniiencyue 52 
aaah ic dW ati dei estat nectar cs enietisichcen deo sbinctas imssseasans tes ts iets 11, 145 
Water resources planning development____.._-.__-.-_____-_-_-_- 158 
iti ena ntandodwiinnamenicownsae 1, 223 
Irrigation, gravity.( rehabilitation ) .u.. 2.0.0.2. ilk 518 
SEPIEeLOm, BEGTICy- CROW BFSOMB) 22 oo tk 4, 367 
la aa ala hinds nigininiassnin uy wins enaedachineednensh menses 239 
ee ee di es exeerstsatianenansbeiiornaenintistnnnuiastinbton Li, bi Sioteicbnkdscatasigts 411 
a erin cierteinnctndtstectinnnisntntsiadeb Ddatabbericlew Ne bbls ks slg Wi lvtencabeinclascabeble bs 2,178 
I eticrtisibhsaicinasiscinseniiahoniniicuinontesmenisieniionrienis tic did eit tie CULE 2, 045 
CES POET DUNO bnnicctnnrdnnsncndondonnicnceese Geil 6 
I tateieiicleicaciniintiseaitennmtstdittnmisinetabbi lt mdd UL Sede batid adds 4, 848 
RUGRRAIOR GG DORIA OR itt eictticetrerawisviiuobeiieden cued 2, 807 
Power system survey and rural power__..--....-___--___________ 1, 128 
Se at eileen hens aatepeteseectdn.esecdsichcocicn abel dois loceareausddoon, hbcaoas! 180 
Northeast ground-water development__.........-.___-____._-___ 733 
EN cienindstintinbmaincnnsinemintnamee cde tie) Jue bil ee 478 
I I OI isi ces eehtes igen emimnaninwmiunthiedles JU. ‘477 
Reforestation and erosion control___........_...._____________ 154 
Miectrie Power GevelopmeMtennccneckeeecosi 147 


1UNKA field of responsibility prior to fiscal year 1955. 
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TABLE V.—Near East and south Asia: IOA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects, by country and type of project 


July 1, 1951-—Dec. 31, 1956 
[Thousands of dollars] 


Cumulative 

total through 

Country and project Dec. 31, 1956 

RMI SOE TRIIIEDN : FA ciclsaaierenceil 1, 466 
Afghanistan: Helmand Valley development____-_-_----------------- 1, 834 
Ceylon: Irrigation and land development__._._....--..-........--. 3, 977 
FE  ncthiiacinnmibdedwechvand ennnvaetilickihtateiettebiian ail 314 
rE COURTS POIININI  COajs itctincalicesen guages busi mpaicesisaisca anes cioshuainiion 220 
Ee TI aici iat a a ae ei di 29 
Drainage investigation improvements__.-_-_-----_-------------- 109 
Band - nb Water VIMMBANOR.. 2.0 cccic sce cciacccawcadssenseneaenoe 2, 337 
Land reclamation and development (Abis area) —--.-------------. 968 
Land reclamation and development (Earis Qasta area) -..-----_ 117, 088 
NO icc ieneescncccn entneninsshntnent bli incites £2 atest let enad san beteeereib ie siadhiaattt 12, 251 


Thermal electric plant in Eubean Gulf territory (80,000 kilo- 


POI ssc sascha ccm naa tts dt acrid aa tases tei al 
Electric transmission, transformation, and distribution from 
Bubean Gulf territory station... 0 isiseciseisnticncinnenwes 
Electric transmission, transformation, and distribution out of 
IN INNS dicing ces Sina os ds acces cntasad eco ss caw ensgenieeenlabouitaonileras acaiiinial 
Electric transmission, transformation, and distribution out of 
I: le cca oc cae hs a ctl ade ede ad a eaa eceainacreeianio 
Hydroelectric plant (5,000 kilowatts) at Louros_._.__.-._-_------ 


Electric transmission, transformation, and distribution out of 
NIUE IT. a. as sicaniannioniot eaaddead noomratam inne aie al ated tads telabbetipontipted 
Owner-engineer services to Greek Government on Greek electric 
IE ON i icinscancnsansss nc iebiapn seg ci beicialagial Satasataaiehddiitnlaniesissaasaa ale 
Advisory group on land and water development______-_-------~- 


ern eth SEPICR TION... ., . nc ncuwenkwnnwwueeliebbddaladbetnbimiebil 
Be I. CUTOUT asses cares an va we eshte else ennnstl hed ad bien adelaide di 
Cn OES? CMIOCETION....... .noncusncancemdmuntiithtlidsnbthedittibclentict 
IOI I i ts as 
Technical services, water resources and power development____-~ 
SE RRO: an ORIN s,s os ing nates piace gna na esithaninincianseneiia te aetna 
SIDS, SACO SI a icitssk vaild od remem nenisiem aa eminiinibiihdenaanastnnecennmiatidiphdeoal 
I IN hi fiad san ivi cab elena taeda data bi stan antpieansheil 
onnre Thermal vient... ii al a lee celine 
Development of forest research and desert afforestation 
Technical assistance in Irrigation Research Institute 


I a ccnachsciceinasiaicctin ciksi te GALLAahE tise ce vk ebiali Obdase Dacnsaanlh es lat sass ba td 


Golpayegan Dam 
ENanie? SUNTAN... cise vncnteneines annpeuauiavessastsmicanedlRR BA Sains inSOCh ASAAG Sa 
RTC, SURE WOT tS ak ot ceri oid wii bind eo hd aeabinbbebicinndbsbnts 
Karkheh Dam construction 
I a a ell 
I i 
BGI, TO isis cee stan bh bo tits dtp deeate inital, wn tieh 
OMA ae a i i ia sn hh ic esha ah alice inlets 
Deep wells, Yezd area (for irrigation) 
Development of Khuzistan Plains 
Pere OUrenUnetna te ell lees soles Peieg tot oo, Su ta, 
Karaj Dam construction 


See footnotes at end of table. 


7, 040 
198 











236 


Taste V.—Near East and south Asia: ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects, by country and type of project 
July 1, 1951—Dec. 31, 1956—Continued 

{Thousands of dollars] 


Cumulative 
total through 


Country and project Dec. $1, 1956 

I Ta: chthonic hs hl dann tab ti ei diane 251 
INI occa cttidits sabe eb whbbie dim sisikcioniice 33 
«a tess ais caine eiesienienes crenimeeereretanme 206 
Irrigation and. drainage laboratory.....................--.-..- 12 


























Na ein hed hi aed nile eens em iam bast ec lane ia ts 187 
UNNI cnc cests oi tense deste ah ws che caren sien itech tev iva cbs ant oem An 162 
Peveiom a PenONMeNe is ba ki dc swe sce“ 25 

eI, eA a ak id Si Ue heme tcewee’ 5, 069 
Range management and ground-water development____________-__ 165 
I Si Sintering arene miavanmitvanenetenanise 1, 327 
cpemen armen Governed bo Ls 1, 771 
I danas rereinine dint mv eoelitipemrserteninimenmaionligliots 12 
Groun@-water conservation... _... 2... .244-.--L 125 
Pomestar ae soll seemeervaton...... .... oo Lk ie 1, 122 
LNG Gn waset UPSNOmCOe Sn oh s Bo se eee 547 

MMMM, AL). pik RAS At hk Ma A ANM a as cnitld a ch acta ch td Sched case iak asa sevls ic Adnan he 1, 416 
aac ritae ace hed Saas ase een bis den gta vba i oeenib Ui weoth ome ee 99 
Rann? De dite uals bin tsbid al sbebew bbs 470 
ra cc desesscidnisiv gpeiieny thibleeinbcninisde intranets teesi anes ebbbadbattbicks 565 
Watersenemnaancs ) SERVES Goo ee le 282 

PN Dr hek sacihceccpielltanh i haatertcncieteccniennalbleribied kd dh cle Seccted ents celal wwe th cae nis ew til hdd ew cea 2 
ne asa s hemi ein te hdereerenenesmneneeerenestnenunns 12 
ain tine cs pteinannacinonera 45 
IC ER IIIO DR oiiic ccm nncccnmneescle ewan dube esl 95 
a NUNIT INN, CII NONI a cali chone cnc enraictbenpci ebetanir ts in chen id aeewidentb hs wl hedgeke 13 
Be RII icc sn tevststn ease csi cs cineca ence Alyse caideson ts oadclenn a ill 79 

POURED sarc risnsscrerncldonedscub oh idntabe kids STL Adin ick Aled lt cceckickeibotde dutipebeitataletn dy bacttinl 27, 178 
ee NN alia incre icticenchdindaitanesevsidiiantebsi aside cian sient aninle th biehetechDaben te dedirinks sieSageie 75 
INI NUIT orcs css aires nina cnemcapeny encarta ble labs Nien 780 
Ground-water exploration and tube wells___._._-----_-_--_--____ 200 
Cena tt ERT GnOe os se ob cue 2, 115 
een ne ete COIR oa ek eo a 222 
I a a sl antes eminem aentorelius Sonia 6, 195 
Soil and water conservation, Baluchistan (Sailaba) .....-._ _ 130 
Soil and water conservation (range and pasture) ....._______ 55 
Punjab ground-water survey___----~-~- ies atadiondaininatainie ninideiytnbtons S22 4, 950 
nn ona cig prenn semaraideehansi Gide mien antaiah tmmseods sles mabbnss 197 
Karnafuli multipurpose (power and communications) .________ 12, 259 

RN cetera else ihn tac atnerirniceioncrearcnih Asner to abil wld 19, 869 
Siriyar - hydroelectric. power. project... se ene. 12, 534 
Bosporus aerial transmission line, overland transmission line___ 7, 335 


1 Data are cumulative through June 30, 1956. Report for later date not received. 

2 All projects listed, except the last entry, were originally authorized under ECA and 
MSA as part of the industrial projects program. The data shown represent the current 
status, as of Dec. 31, 1956, of the obligations made by ICA’s predecessor agencies. 

?The Turkish projects were originally authorized under ECA and MSA as part of the 
industrial projects program. The data shown includes small additional amounts authorized 
under ICA. 
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Taste VI.—Africa—ICA or predecessor agencies’ obligations for irrigation, 
reclamation, and power projects, by country and type of project, July 1, 1951- 
Dec. 31, 1956 

[Thousands of dollars] 
Cumulative 





through 
Dec, 31, 1956 
I BIN Sd wicnte eisninhnicicha tees Nba cage a a alin adit phlei $977 
I ane gncateicaltesneenienienaisannus  milebaeitilnisidimmaimencdd abba aenieaiadaiiailie ining nnigialaall 547 
Pe UI cei latent eeirteseeeteeeniiesipabiiiiain 147 
en GE ORINRE: CTO TRON aiid hccelhatad ciclpechinst tere ped romania piraniteasiiae 400 
UNI incense cilith encase obscene to io eaiatatinao cael Miiaadica a aaliae tian Rabe seaease tie ccininie 116 
rene, CO NO ci Fd coe eeseaicerelieien teeta a eece Sccciredanes-mnan oetireemenennmeaia 96 
Be UI i ince dates nase gla Sse ita gb RADU blaine diiinitinnin es ceiescanomncneemisastist 20 





BR cect ne gene cores ene ingens tne meen caren on mn tgran hes i gig enfin cen meas pneapigetnintceieiorearcaemancsion inode 53 
Ground water and minerals development______-___________________ 34 
Serer neh CON asus, oh sa) Se ae econ cote abated 8 
SN SING sss cs sree eeengnnn cinema ese atnentaa tt dideesl bi oe i 11 

GND COT TO Liab iach iis 5 eet adele Se eo Neen micmeimicianaceh 216 
Gold Coast-United Kingdom: Land planning and soil conservation... 229 
Somaliland-United Kingdom: Irrigation program ___.._____________ 32 


TasBLeE VII.—Latin American program—ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects, by country and type of project, 
July 1, 1951—Dec. 31, 1956 

[Thousands of dollars] 
Cumulative 





through 
Dec. 31, 1956 
am AMGTPA; tbl ee ee $10, 509 
I iN As RA as a is reshma cabin aceisai tareas ori lavigne ae eliatacarae gee be 267 
Fy EDN nick es cinticn ogee nein nag pues ene SNE waa ieeet ete eie a 100 
Sa i CO DN sn meen gs cindiccchlie oummeniinsan desea ctaleacn at aide anes 25 
eee ner VRtINR Ts 6033 2.56) oleh abe ih iad nw eee 78 
Reforestation and soil and water conservation______._____________ 32 
Pre RIE och te ct a kh et dda aiinncosincecueeadl 32 
Colombia : Power-resource development___......-----.- 40 
El Salvador: Land and water-resources development_________________ 14 
PR ae a RE Tie ie EE ee ed OG [ES | a els 1, 670 
Rural development (clearing, land preparation) _._.-.____________ 923 
Rural development (small irrigation works) ___.__.--__________ 54 
Rural development (including land development)_______-_____ 693 
i ee a a a ee ee eee 8, 364 
Development of Artibonite Valley_._....._..__._-...__._______ 2, 300 
Srripecion. Leogene.... terse apnea pala oe le Se 110 
National irrigation development program_...__._-._-_._. 120 
I TO OO nn nae 5, B97 
Development of Quartier-Morin Plain.___._._.._________________ 209 
Pentre LONG a hE i ee LB 228 
Honduras: Land and water resources._.....___._..__.._____.._.____ 108 
Nicaragna: Land and water resources (reclamation)___________ pi Mepen, 45 
Panama: Water-resources OI iiss tice techn e crineaee 6 


* Data are cumulative through June 30, 1956. Detailed report for later date not received. 
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Taste VIII.—Europe—ICA or predecessor agency obligations for irrigation, 
reclamation, and power projects by country and type of project, July 1, 1953- 
Dec. 31, 1956 

(Thousands of dollars] 








Cumulative 

through 
Country and project Dec. 31, 1956 
NY PN Sar ds vs es ccaetices San coves ven cetgogpetieninnas no anc aconaees oan > ened reseed $9, 580 
Nene ee eee eee ene eee ee te ier ne 9, 468 
Thermal powerplant boilers, Cadiz, Malaya, Almeria___..___.---_- 3, 610 
Electric power, fiscal year 1956 “bottleneck items’’_._.____._____~~- 3, 892 
Electric power, fiscal year 1956 “construction equipment”________-_ 1, 986 
RN  URNUNEING co cwowancss ccna ccadenccneose 13 
irrigation and reclamation specialists.._...............-.....~.- 13 
Reforestation mechanization specialists_._.......-.--------------- 4 
I secur ena ebinveenioinienmaiomaienaabindl 112 
I etn i minaeimnes 38 
PING Mindi seen Ae hen ah wid Veneer hiecen Kotter anton ebe elem wei e~nen pe 74 


1 Data as of June 30, 1956. 
REQUEST FOR OBLIGATIONAL AUTHORITY 


Mr. Denton. I understand you plan to spend $3.8 billion, roughly? 

Mr. Hot.ister. We plan to obligate that amount; that is, we plan 
to obligate those sums not necessarily in the coming year, but we are 
asking for authority to obligate that amount. The spending, of 
course, may come later. We are asking for no-year funds in many 
cases which means that the obligation will not necessarily come in 
fiscal 1958. 

Mr. Denton. You have in the military part of this program a carry- 
over, in round numbers, of $500 million, and you have $210 million- 
plus, from other sources ? 

Mr. Hottister. We have whatever those figures on page 63 of the 
justifications show. 

Mr. Denton. I now have reference to the information contained on 
page 68, sir. 

Mr. Hotttster. I think it is page 63. You are talking about our 
presentation book, the worldwide summary table ? 

Mr. Denton. I am talking about your summary by functions and 
region. 

Mr. Houtisrer. You have turned over to the large double page in 
the book ? 

Mr. Denton. Yes, sir. 

Mr. Houtuistrer. These are duplicated at various places. 

Mr. Denton. We do not get to see these books but a very few min- 
utes, and it is hard to get over them in the short time which we have 
them available. 

Look under column 1 entitled “Estimated Unexpended Balance, 
June 30, 1957.” 

Mr. Hotuisrer. Yes, sir. That is $6,304 million altogether. 

Mr. Denton. What I get here is $710 million. 

Mr. Houtisrer. You are asking about the $500 million ? 

Mr. Den'ron. Yes; and the $210 million. 
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Does that $210 million include approximately the $80 million in the 
unobligated fund ? | ANT t 

Mr. Houuisrer. There is included in it $88 million in the Asian 
development fund. 

Mr. Denton. And the President’s fund ? 

Mr. Hotsister. And it includes some $23 million in Palestinian 
refugee fund. There is a breakdown of this somewhere. 

Mr. Denton. Therefore, that means you are asking for authority 
to expend that money next year? 

Mr. Hoiister. About $25 million of that is the unspent balance 
from previous years. There are balances from previous years which 
have been deobligated out of about $25 million, and it ends up with 
about $71 million or about $72 million of funds that were authorized 
this year, but we will not have obligated them, 

Mr. Denton. They will not have been obligated ? 

Mr. Howtuister. Yes, sir; and we will probably want to ask this 
committee with respect to about $30 million of that to allow us to 
carry it over, because it was tentatively allocated for Indonesian and 
Burma programs. 

Mr. Denon. I thought you were asking to carry over the full $710 
million. 

Mr. Ho.uisrer. No, sir. 

Mr. Denon. You are requesting that that $500 million 

Mr. Houuster. That ought to be carried over. 

Mr. Denon. You want that carried over? 

Mr. Hou.ister. Yes, sir. 

Mr. Denton. What about the $210 million ? 

Mr. Hoxurster. Of the other $210 million we believe that some- 
where around $140 million of it would perhaps probably lapse. 

Mr. Denron. In these funds where there is no carryover, you would 
want us to appropriate sufficient money to bring them up to $100 
million ¢ 

Mr. Hoxuister. I do not quite understand what you mean. 

Mr. Denon. Well, each one of those development funds carries 
$100 million. 

Mr. Hoxuisrer. We are not asking that those be carried over, but 
we do believe that those titems of the Palestinian refugees which this 
committee had let us carry over and set aside for a particular purpose 
which we have not yet been able to realize, should be carried over and 
the $88 million in the Asian development fund automatically is carried 
over, 

It does not need any action because it was appropriated on a 3-year 
basis, and this is the third year coming up. 

In the nonmilitary program we will probably ask that some $3 
million be carried over, and then there is an amount of somewhere 
around $40 million which we expect to lapse. 

Mr. Denton. Then, you expect about $610 million to be carried 
over ? 

Mr. Hotutsrer. Something like $620 million or $630 million. 

Mr. Denton. Adding that to the $3.8 billion, that means you are 
asking for $4.4 billion ? 

Mr. Hotutsrer. Yes, sir; that is what the President’s budget fig- 
ures were. . 
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Mr. Denton. Then, you have these Public Law 480 funds? 

Mr. Houutstrer. Yes, sir. 

Mr. Denton. They would be added to it ? 

Mr. Hotutster. Well, you cannot say that. 

Mr. Denton. I will come to that later. 

Mr. Ho.iister. So little of it is really available to fit into the kind 
of program we are trying to do. As the years go on and as this 
money comes in, more and more of it will be available but there 
is not very much of it that could be substituted for dollar exchange. 

This is dollar money we are asking the Congress to authorize, and 
do not forget that in a great many of these countries their own cur- 
rency is not anything like as valuable as the dollar exch: ange is. 


ADVISABILITY OF SETTING UP DEVELOPMENT LOAN FUND 


Mr. Denton. You expended $400 million on economic develop- 
ment last year, and you are asking for $500 million in this fund 
this year? 

Mr. Hotiisrer. Yes, we obligated in economic development over 
$400 million. 

Mr. Denton. You are asking to up that $100 million ? 

Mr. Hotutster. We are asking for authority to obligate that; yes, 
sir. 

Mr. Denton. You are asking in the authorization act that you be 
authorized to spend $750 million next year, and $750 million the next 
year on so-called soft money loans? 

Mr. Hotutstrer. We are asking for authority to obligate, in addi- 
tion to the $500 million, $750 million in the year 1959, and $750 million 
in addition in the year 1960 in loans. 

Mr. Denton. That would be another $750 million ? 

Mr. Hotuister. Yes, sir. It would be another $750 million. 

Mr. Denton. Do you think as a former Member of the House that 
you can be authorized to expend $750 million under the rules of the 
House in a legislative act? Is not that an appropriation matter? 

Mr. Hotuister. All I can say is that that is the way in which the 
Export-Import Bank is financed, and the way in which other matters 
are handled. 

Mr. Denton. We consider this appropriation required of the Ex- 
port-Import Bank in this subcommittee, and this Export-Import 
Bank would not have any trouble. They operate on their own funds, 
and we do not appropriate any Government money for them. They 
operate at a profit and they come in with a statement and we know 
just what they are doing. 

Mr. Hortister. I was not attempting to compare the organizations 
exactly. I merely was trying to explain that the same legislative 
situation and the same gener al authority, it seems to me, would be 
applicable to the general drawing account of this fund as were appli- 

cable in the Export-Import Bank Act. 

Mr. Denton. What I mean is this: You are a former Member of 
the House, and a lawyer, and you know that under our rules money 

‘annot be spent without an appropriation and you are asking for an 
authorization in the act which would bypass this committee and 
which would authorize the expenditure of $1.5 billion under a legis- 
lative act. 
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Mr. Horsaister. That is, as I say, the way the Export-Import Bank 
is financed. 

Mr. Denton. In one way that is true, but they have an appropri- 
ation. 

Mr. Hoxtuister. I do not think so. I would like to have that veri- 
fied. My understanding is—and I have been asked the question a 
number of times—that they merely have a drawing authority on the 
Treasury. I do not think they ever had an appropriation. 

Mr. Denton. Therefore, that is another $1.5 billion ? 

Mr. Houser. I believe they sold $1 billion in stock which the 
Government acquired, and then they had a drawing account for 
another $4 billion on the Treasury. 

Mr. Denton. Well, of course, they make loans and it is a little 
different thing than these soft loans. 

Mr. Ho uister. It is different in the nature of the loan, but the 
machinery of our operation would be very much the same. 

Mr. Passm AN. This country has made a profit on the Export-Im- 
port Bank in hard dollars, whereas there is no gain in sight on this 
type of worldwide loan. 

Mr. Denton. We have in round numbers $1.4 billion, and we add 
this $1.5 billion to the $3.8 billion, which would make this bill $5.9 
billion. 

Mr. Howtister. The totals as you have added them, of course, 
mathematically reach that figure, but I should point out this is to 
cover the operation of the fund for a 3- year period. 


HOUSE GOVERNMENT OPERATIONS COMMITTEE REPORT ON ICA 


Mr. Denton. I have been listening to this testimony, but I wonder 
if you are familiar with the report. of the Government Operations 
Committee on its investigation of expenditures by the International 
Cooperation Administration. 

Mr. Houuisrer. In Iran? 

Mr. Denton. No. 

Mr. Houutster. Which one do you mean ? 

Mr. Denton. I have reference to the one entitled “Review of the 
Budget Formulation and Presentation Practices of the International 
Cooperation Administration.” 

Mr. Hotuistrer. Yes; 1 am very familiar with that. 


AVAILABILITY OF PUBLIC LAW 480 FUNDS 


Mr. Denton. In that report they spoke about this money from 
Public Law 480 and they say that substantial amounts of local cur- 
rency are received in the sales of surplus agricultural commodities, 
and they go on to say that you have not taken that into account. 

Mr. Hotursrer. They are wrong if they say that. 

Mr. Denton. They say you have not taken that into account in 
making up the figures. 

Mr. Houutstrer. That is not correct. We have taken that into con- 
sideration. 

Mr. Denton. You cannot give us those figures right now, can you? 

Mr. Hoxuisrer. I would be glad to and, perhaps, this would be 
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the proper place for us to file with the committee the instructions that 
were sent out to all our missions almost a year ago, instructing them 
to take full consideration of the availability of Public Law 480 funds 
in working out their programs. 

Mr. Passman. Will you kindly submit that information to the 
committee ? 

Mr. Horazister. I shall be glad to do so, sir. 

Mr. Denton. Well, here is what they say. They say: 

This committee tried repeatedly to get that information last year, and it does 
not appear in the public hearings, however, any more than from the presentation 
material, that ICA supplied a clear, satisfactory answer to the questions we ask 
here. 

Mr. Howuister. We are now preparing an answer to this commit- 
tee’s findings. On some things the committee is correct, and in some 
things the committee is incorrect and all I can say is that we are 
making a very exhaustive study or report, and want to be sure that we 
answer correctly before filing it. However, we will have it very 
shortly. 

Mr. Denton. The committee report further states: 

Lack of explanation in the 1957 budget presentation with respect to the avail- 
ability of Public Law 480 funds left the Congress with the impression that the 
nonmilitary foreign aid budget for the year was in the neighborhood of $1.5 
billion, when actually, if those funds are added in, the total figure is close to $2 
billion. 

Mr. Hotuister. Yes, sir. 

Mr. Denton. Those are the figures which you gave Mr. Rooney 
few minutes ago. 

Mr. Hotsister. That is the figure on Public Law 480 sales? 

Mr. Denton. Yes, sir. 

Mr. Hoxuisrer. All I can say is that it seems to be very difficult to 
explain the difference between the amount of money which is on hand 
and money coming in in foreign currencies under the sales agree- 
ments, and that amount which finally filters into the country in the 
way of usable funds in economic development work. 

Mr. Denton. A week or so ago another group appeared in regard 
to our operations on the Ryukyu Islands. They had a fund which 
came from the sale of commodities and in their presentation they 
set forth very clearly how much the fund was, and how much the 
interest was on it, They gave usa clear figure on it. As I remember, 
they had about $1 million a year profit on it. 

With reference to the money which you have loaned under this 
program, have you made any profit on it ? 

Mr. Hoxuister. There has not been a chance yet. I tried to point 
out that the total amount loaned so far has been $144 million actually 
disbursed, and that, of course, has been fairly recently. It is im- 
possible to tell when it is going to be repaid. Until we get some in- 
terest and repayments back, we cannot tell what the answer is. 

Mr. Denton. The General Accounting Office has made an investi- 
gation and has returned a rather severe indictment as to the way 
you prepared your budget, and has tried to get you to present your 
figures better; has it not? 

Mr. Hortister. Yes, sir. 
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Mr. Denton. This Government Operations Subcommittee said this 
about the efforts of the General Accounting Office: 

However, in January 1957, GAO transmitted to ICA the memorandum report 
commenting critically on the budget presentation for fiscal year 1957, which 
pointed out that the principal deficiencies noted 24% years before were still 


uncorrected. At the time of this subcommittee’s hearings, no comment or reply 
from ICA had yet been received by GAO. 


Has anything been done to comply with this request ? 

Mr. Ho xuisrer. It was filed with this committee this morning— 
my letter to Mr. Campbell of May 22, and a 7-page answer to his 
findings. Let me say this: There are two basic questions which the 
GAO raised, and which are inate in this whole activity. One is, they 
criticized the fact that they could not find in one common pool every 

iece of information which led up to a final decision as to what would 

done in a particular country. 

Mr. Denton. You complained about that also; did you not? You, 
yourself, continuously complained about your people in the field not 
giving you sufficient information ? 

Mr. Howuisrer. I do not know that I continually complained about 
that. 

Mr. Denton. They say that in this committee report. 

Mr. Hortastrr. I think the man running an organization who is not 
continually complaining about his organization in some way or other 
is not a very good head of it. 

Mr. Denton. Just right there is the trouble. I think that is the 
biggest difficulty we have in the General Accounting Office, and the 
Government Operations Committee, and this committee, and that is 
that you send out your guidelines for your budget about this time of 
year; and they say that one would expect the compilation of the coun- 
try program to include detailed advance planning, careful study and 
stall review, and full recognition of existing or foreseeable obstacles 
to carrying out the activities proposed within the period for which 
funds are requested, and that, for the most part, country program 
submissions are based more on imagination than on fact, comprising 
broadly conceived aspirations and loose estimates of costs more notable 
for their appeal than for their practicability. 

Mr. Hotuisrer. Well, all I can say is that I just have to respectfully 
disagree that that is the case. 

Mr. Denton. You say here that you agreed with them. 

Let me quote to you what the Government Operations Subcommittee 
said you said: 

Sometimes in the past, the program-development exercise, because of limita- 
tions of time and staff, has been treated as a statistical chore to get out of the 
way. This year I hope you will seize upon this exercise as a challenge and an 
opportunity to measure our complex, hurried operations thoughtfully and de- 
liberately against the yardstick of United States policies and objectives. 

Mr. Houuister. You agree with that; do you not? 

Mr. Denton. I think that is right. 

Mr. Hoxuister. That is what I actually said. You said something 
say) which is quite different, if you will read again what you said I 
said. 

Mr. Denton. Of course, that is the impression I got from reading 
your statement, and I did not analyze it. However, I got from that 
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expression that you were very dissatisfied with the reports you were 
getting from your field agencies because they were not complete in 
detail and did not give you sufficient information. 

Mr. Hoste. ‘Any time I become satisfied with the procedures 
either in the Washington office, or in the field, I ought to quit. This 
is the most difficult and farflung operation in the history of the world. 
There is inefficiency in many cases, and there is waste in many cases; 
we are working to tighten it up, but I want to continue to keep after 
my people to improve their processes and methods of reporting. 

‘Mr. Denron. But the kind of information that would enable you 
to act was not sufficient and you had to issue a directive. 

Mr. Houuistrer. One of the things that worries me is that under 
our present system we have to obligate our funds within a certain 
fixed period, or we cannot use them. 

Mr. Denton. They have not told you how they are going to use this 
Public Law 480 money; have they ? 

Mr. Hotrisrer. They have told us as well as they can. One of the 
difficulties, you see, in the Public Law 480 program is that it makes it 
very difficult for a man worth anything in the field to give assurance 
that he is going to have Public Law 480 funds to use in his program. 
That is one of the difficulties. 

Mr. Denton. The Government Operations Subcommittee says 
there has been no effort to consult with foreign countries about 
how you will spend that money before you submit the question to us, 
which means it comes here very uncertain, and it is obligated and 
subobligated, and all that. 

Mr. Hotutster. That is not so. 

Mr. Denton. You say before you get a figure that you must have 
information under the agreement with foreign countries as to what 
they are to do? 

Mr. Hottuisrer. No, sir; we do not have an agreement with the 
foreign country, because until we know what we will have available 
for spending purposes, we do not feel we can make any agreement 
with them. That is why we are asking for the development fund, 
because with it we believe we can plan with those countries ahead of 
time. 

Mr. Denton. That is one thing they complained about. Someone 
just said to me “everyone else, when they come in here, and want 
money, know what they are going to do with it, and here is an agency 
that asks us to give them money which is based on guess, and then 


they will decide what they will do with the money when they get it.” 


Mr. Honiisrer. May I say with all due respect to the General Ac- 
counting Office, and to Mr. Hardy’s committee that there is a mis- 
understanding of the difference between this kind of an operation 
and an ordinary Government operation which causes their criti- 
cism. 

If you are running the Post Office Department, you know what you 
are going to do, and ‘how many people you would have, and what your 
volume is going to be, but in this organization you cannot possibly 
tell too far ahead of time what you will have to do in the world. 

Mr. Denton. We had occasion to go over the operations of the 
Ryukyu Islands, and they gave us a very full and detailed presenta- 
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tion and told us what they were planning to do with the money which 
they had on hand. 

Mr. Hotiisrer. They do not ask for an appropriation; do they? 

Mr. Denton. We authorize it. 

Mr. Houuisrer. But not for a loan fund. 

Mr. Denon. Here is another thing that the General Accounting 
Office said, and they quote from this committee: 


Committee deliberations are made more difficult, too, by the lack of informa- 
tion as to past accomplishments, and the vagueness of data on projected pro- 
grams. It appears that frequently programs are formulated with little or no 
consideration of the needs of the country or countries concerned. 

That is this committee. 

Now, can we all be wrong on this committee, the General Account- 
ing Office and the Government Operations Committee / 

Mr. Hotuister. Well, I believe that a general statement of that kind 
is incorrect, no matter what committee makes it; yes, sir. 


OVERPROGRAMING BY ICA 


Mr. Denton. Another thing is that they say you are overprogram- 
ing. I donot want to read all of that, but they say that some money 
was obligated back in 1952, and about 10 percent of it is spent now. 

Mr. Houuister. That might be true in cases, but it would be a very 
exceptional case. 

Mr, Denton. They cited a number of cases like that, and they say 
the subobligating in the pipeline is not taking care of the situation. 


ILLUSTRATIVE METHOD OF BUDGET PRESENTATION 


Another thing they complain about is the illustrative method of 
justifying the budget. Other people come in and they tell us what 
they are going to do with their money, but you just come in and give 
us an illustration and they object to that. They say there is no reason 
why you cannot justify an expenditure like anyone else does, as, for in- 
stance, there in the malaria program. The Public Health Service, if 
it were engaged in doing that, would tell us how many men they are 
going to employ and how much they are going to spend. 


NECESSITY FOR “SECRET” JUSTIFICATIONS 


Here is the difficulty I have with the program, and which I have 
had every year: These books are marked “Secret.” They are brought 
in here and brought out after the committee starts. We have no 
chance to study them. I would like to have some idea as to what I 
am doing. I know the amount of money you want, but I have not 
the slightest idea what is going to be done with it. The General Ac- 
counting Office has complained about it, we have complained about it, 
and the Government Operations Committee has complained about it. 
What do we get? We get a program whereby there will be loans 
which are really grants under the name of loans. So, there will not 
be anything for us to see, and we will not have even an illustration. 

Mr. Passman. Will the gentleman yield ? 

Mr. Den'ron. Yes, sir. 
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Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Hotutster. May I answer that right here? Your objection is 
a very cogent one, and it is one I make myself, to my people. 

When this year came around, I suggested and asked if there was 
not some way in which we could have one series of books which 
were unsensitive and one which were sensitive. After a great deal 
of soul-searching effort they have come up with the fact that you 
simply do not give the information that way because the matter 
which is sensitive and the matter which has to be protected is so inter- 
twined with the rest you really do not get a good picture. 

Mr. Denton. I know how difficult it is. 

Mr. Hotutsrer. When you talk about this program, the programs 
are in here, but obviously unless you are interested in one of the 
countries which you can turn to and read about, you cannot read the 
whole thing. We have tried to keep them smaller, but the difficulty is 
if you start cutting them down, then if a Congressman is interested in 
one particular country and he starts to ask about that country, there 
would not be enough information. Therefore, we have felt we had 
better try to overinform rather than underinform them. 

Let me add one more thing, because this is terribly important, with 
respect to the criticism that is made of us in this presentation: Do 
not forget that the presentation is not all in the books, which is all the 
GAO and the Hardy committee looked over. It is in these appear- 
ances before you gentlemen, and explaining things as well as we can. 

Mr. Denton. Out of due respect to your ability and everyone else 
in your department there is bound to be a great deal more information 
in those books than anyone could give in a month’s testimony. 

Mr. Hottuster. I am not saying that we duplicate it. What we are 
saying is that we supplement what is in the books by the testimony, 
and by the answers to the questions, and by the special reports that 
we file in many parts of the record, and that is all part of the presenta- 
tion program which we make to the Congress. The illustrative pro- 
gram is merely the best judgment we can make at the time as to what 
we expect to doin the future. This type of operation is different from 
any other kind of Government operation. You cannot predict this 
the way you can predict most Government departments. 

Mr. Denton. All I can understand is that I asked one of your em- 
ployees about building hydroelectric plants, thermoelectric plants, 
and so forth, in foreign countries, and the man told me no one could 
tell us what they would do in that regard in this particular country 
to which I had reference. 

Mr. Hotiisrer. I do not know who told you that, but I would like 
to have his name. 

That may be one of the “cornballs.” 

Mr. PassmaNn. We shall recess now, and resume the hearings at 
2:15 o’clock this afternoon. 


AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 
Mr. Denton ? 
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USE OF LOCAL CURRENCIES FOR MUTUAL SECURITY PROGRAM 


Mr. Denton. Mr. Hollister, I think you are in agreement with 
me that if you use counterpart funds to build a project on the Ganges 
River, we should not appropriate the taxpayers’ money for that pur- 
pose, should we? 

Mr. Ho.uisrer. We can use available counterpart for dollars. We 
should. 

Mr. Denton. There is a big debate going on, on the floor now, on 
this. How are we going to find out what counterpart funds you have 
and what can be used for these illustrative projects that you have 
suggested in this program ? 

r. Honiisrer. That is a big order. I have given you the Public 
Law 480 figures. They are very simple. There is a certain additional 
amount of counterpart which is available in certain of these coun- 
tries, but it is not generally usable in the areas in which we are—— 

Mr. Denton. Let us take another item. You have asked for cer- 
tain economic development funds. Suppose that there are counter- 
part funds there. How are we going to find out how much counter- 
part we can take out of this request of yours? 

Mr. Hoxuistrer. I do not see any way you can find out, with any 
great exactitude, because it depends so very much on the nature of the 
project and what country it is. In a country where counterpart is 
available and the project is such that local funds are helpful to the 
project, then we could use them. Of course, some projects come up 
where very few local funds are needed and where you need dollar 
exchange. 

Mr. Denton. This is coming up on the floor for debate. Is there 
any way we can get at it besides requiring appropriations from Con- 
gress before you spend counterpart funds ? 

Mr. Hotutster. We will be able to use, of course, a certain amount 
of Public Law 480 funds in these different countries. 

Mr. Denton. You misunderstand me. I mean, so that we can act 
intelligently on this bill and know that you are using counterpart 
funds for certain projects and therefore so many dollars will not be 
needed from the taxpayers’ pocket, a second amount. 

Is there any way we can do that without requiring a counterpart 
program ¢ 

Mr. Houuisrer. You mean, is there counterpart usable in places 
without asking for congressional approval ? 

Mr. Denton. Yes. 

Mr. Hoxuuisrer. Yes; there is a certain amount of that available. 

Mr. Denton. You are spending all of that now without congres- 
sional approval ? 

Mr. Houuisrer. As authorized by Public Law 480 we are using a 
substantial amount; yes. The local currencies which we have in a 
great many countries have been engendered by the sale of commodities 
which we sent over, which commodities have been purchased with 
dollars under our aid program. ‘Those counterpart funds are pro- 
gramed for something specific in those countries already. There is 
not much free counterpart. 

Mr. Denton. Mr. Hollister, I am not making myself clear, I guess, 
but the Government Operations Committee complained about this 
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when they made their investigation. We complained about it last year, 
We do not get a picture of what is going on with counterpart funds 
so that we can act intelligently upon your illustrative requests. 

Mr. Houiisrer. Let me say that we will try to give as clear a picture 
as we can. 


DISTINCTION BETWEEN LOCAL CURRENCIES AND COUNTERPART FUNDS 


We have data on the subject, of course, and there are all different 
kinds of foreign currencies. Some are called counterpart and some 
are not called counterpart. Counterpart generally consists of funds 
in the country which represent the commodities which are shipped in 
by us and which are in turn sold in that country to engender’ local 
currencies. That is what we generally mean by counterpart. We do 
not talk about Public Law 480 currencies as counterpart. 

Mr. Denton. You misunderstand me. 

Mr. Lannam. What is the distinction? You mean that. these 
funds, Public Law 480 funds, are not counterpart ? 

Mr. Hoxtister. That is right. People do mix the terms because 
they are both local currencies. These Public Law 480 currencies are 
available under certain restrictions. The restrictions which are set 
up on Public Law 480 require us to use them in these countries, in 
our development activities, to lend them back to the country which, 
in turn, after we have lent them, uses them in the development field. 
We, in general, have a right to approve the project for which that 
country uses these funds. 

Frequently, we have a project in a particular country and in which 
we use both mutual security funds and at the same time they agree 
to the use of some of these Public Law 480 local currencies, In some 
cases these currencies are used to lend to private organizations. In 
other cases the Governments use them themselves. 

Speaking for this Government, the dollars that we are putting 
in, are completely different from the counterpart engendered by the 
sale of commodities which are delivered to countries under these other 
programs. Under the mutual security program, both defense support 
and, in some cases, development assistance funds are used to ship into 
a country commodities which are then in turn sold in that country 
and the currencies which come in on the sale of that are used for 
certain purposes, which we usually have agreed on ahead of time. 
That is known as counterpart. 

Mr. Lannam. Will the gentleman yield for one question there / 

Mr. Denton. Yes. 

Mr. Lannam. Mr. Hollister, you told Mr. Rooney today and you 
gave him several items of funds that would be available, but you 
did not state whether they would be available for the year 1958, fiscal 
year. I think you said you might be able to make a close estimate 
as to what those funds would be for. 

Mr. Howuister. We will try to get a schedule, if we can, and I 
think we can make a reasonable estimate of those foreign curren- 
cies that are the result of sales made of surplus farm commodities 
in these various countries which sales proceeds in turn, we have a 
right to lend back to these countries. Therefore, when lent to the 
country they can help out in the development program. 
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Mr. Lanuam. In 1958? : 
Mr. Houiister. We can make a guess as to how much will be avail- 
able for 1958. 


ADMINISTRATION OF PUBLIC LAW 480 


Mr. Passman. Public Law 480 is administered by the Department 
of Agriculture; is that correct 4 

Mr. Hoxzisrer. It is not quite as simple as that. We have a full 
statement on that which we can give to you. 

Mr. Passman. I wish you would elaborate a bit on that. 

Mr. Houuister. I spent a whole morning before Senator Humphrey 
and his Agriculture Committee going through the same thing and I 
can give you my testimony rather than to take all of your time on that 
now. 

Mr. PassMaAN. Let us get the information now. 

Mr. Houuistrer. The sales agreements are under control of an inter- 
departmental committee in which ICA has representation and which 
is chaired by the Department of Agriculture. I think it has some 
10 to 12 members. 

Mr. PassMan. Do you have a statement as to the functions which 
are directed by the Department of Agriculture and the functions 
handled by other departments / 

Mr. Ho.uisrer. Yes. 

Mr. PassmMAn. May we obtain a copy of the statement? Does the 
statement enumerate in detail the functions administered by the De- 
partment of Agriculture and the functions administered by your De- 
partment, Mr. ‘Hollister ? 

Mr. Houutsrer. I would have to review it. I think it does. Will 


you let me review it? We will get that for you later. 

Mr. PassMAn. Without objection, we will place the entire statement 
in the record. 

(The statement referred to may be found on p. 204.) 


COUNTERPART FUNDS AVAILABLE TO ICA 


Mr. Houuister. Let me say for the record that, after the sales agree- 
ment has been worked out, there is an agreement in connection with 
the sales agreement which specifies that the proceeds should be used in 
certain stated categories. It is definitely decided, by Executive order, 
which of those categories are run by which departments. Three of 
those categories are conducted by ICA. We have no authority under 
the others. 

Mr. Passman. Can you provide a concise statement, for the record? 

Mr. Lannam. How much do you have in the way of funds under 
those three categories / 

Mr. Denvon. You do not consider Public Law 480 funds counter- 
part funds? 

Mr. Hotiister. They are local currencies, but they are controlled 
by different rules. 

Mr. Denton. You gave some figures to Mr. Rooney that there were 
approximately $2 billion in counterpart funds, did you not? 

Mr. Hot1isrer. No, sir; I said there were either on hand or would 
be coming in as a result of sales of surplus commodities something over 
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$2 billion equivalent of foreign currencies. I never mentioned coun- 
terpart. 

We could not call that counterpart. 

Mr. Denton. That is all Public Law 480 money ? 

Mr. Hotuister. That is Public Law 480 money; yes, sir. 

Mr. Denton. How much is counterpart funds? 

Mr. Hotiisrer. The counterpart funds keep moving in and out 
all the time. 

Mr. Denton. How much do you have? 

Mr. Hotuister. I have never checked it up at any given time. Let 
me give you a typical example. Let us take a country like Vietnam, 
where we are building a highway. That highway may be partly 
used to have the army be able to move up to protect itself at the 17th 
parallel. It may be partly used as an arterial for feeder roads from 
the side so the little country villages can get out to the market and 
sell their stuff. A great deal of work on that road is, of course, done 
by local labor, and they are paid in piasters. 

We get those piasters to help them by shipping in all kinds of 
things that the people in Vietnam want to buy. We spend the tax 
payers’ dollars, which you gentlemen appropriate, to buy commodities 
which are sold in Vietnam, and then piasters are engendered on that 
sale and the piasters—we call them counterpart funds—are used to 
build roads, barracks, ports, or whatever it may be. Those are pro- 
gramed as part of the illustrative program that we give you gentlemen 
ahead of time. We do not always follow it exactly, but we try to 
anticipate some months ahead, maybe a year ahead, how much coun- 
terpart we may need to carry these programs on evenly. 

Mr. Denton. What you spend ander Public Law 480 or agricultural 
products, you do not consider counterpart funds? 

Mr. Horuister. We do not call them that. 

Mr. Denton. If you ship any other products and get the local cur- 
rency of the country for that, that is called counterpart ? 

Mr. Hoxuister. Yes, sir. 

Mr. Denton. What is your third category ? 

Mr. Hotutster. The third category might be a loan which we have 
made to a country for a particular purpose and which it agrees to 
pay back, but under the terms of the Shah it will pay us back in local 
currency rather than in dollars. 

Mr. Denton. All of those three cases you have given, you have 
no congressional authorization to spend that money in the foreign 
country ; do you? 

Mr. Hotuister. Oh, yes. Let me say that in the case of Public 
Law 480, it normally cannot be granted for economic development. 
It can only be lent out under the authority of section 104 (g), under 
which we work. With respect to the counterpart, if the particular 
project for which that counterpart had been engendered does not 
need as much, or is canceled for some reason, we might have some 
available counterpart which is not earmarked. 

Mr. Denton. When yon give us this figure, will you give us those 
two groups as of the nearest date ? 
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(The following information is submitted on counterpart. The in- 
formation on loans in which principal and interest may be repaid in 
local currency is included in table 3 of the loan report on p. 210). 

Balance of special counterpart account as of March 31, 1957 


{In United States equivalents] 


Special 

Country : counterpart account 
hice chante nsec anata ese nes beeing tllinipaiaitindee bareiiatenieey aki $164, 142, 221 
IES CREE EAL one gin chitin shery es-anatinieattibaetin niece 479, 558 
Ma gsr alan lib sagieepqnar ag gues aban thintionsbop aren aeireagn maim an 617 
| NSS SEASLR oc LEAD CRESS AR ts Orie ges eceg MEARE TER ES VP Rom Mae 276, 560 
NNR i dics SS ha che ia is einem eeienice dv ih rie a lahlpo ani daidinwichn gbitb abate 3, 384, 711 
I Rl ici dl che cshan teenngenipacelan geaeeahamtiinebembeselineronpiety 495, 496 
I Sach chiens Didi Rats cisik di ananpeenanssmiic-aaeiaioai scald ieadl catetil sti 29, 463, 960 
ESS Sete EARS ee tela aed RE ithD mete MO OE ELD BD | RES 236, 969, 791 
aad an cenahints teed et acide ata Sada iaicd occa maui tre eee. be 2 10, 983, 043 
I ins alee denn is as clin Je 5k sib geal ssh 38, 316, 348 
TE iin ks einthatantd ip ioetatigt sale ryeeteletmnpenenite inniiemaiieiiine rear ian 650, 110 
ic aaa tainceuthss ni dee es ma. anes gp cts socseles plain eaaaaaamestacoptaom ees 13, 179, 837 
agai ta eat ea prentiensaptsoninenasinleagepabaaidcesed gman gababip-aeatieatomen ates 5, 567, 837 
I hat coh hoa bach cfcido as ase ch Sods kee stn ects SOA bed dotted date ch date 80, 439, 815 
SE chasis sist Dcdedndatah sch inkeh denis th Sins inabicde ed dibiesbsa Lis Malan bilabial Lashes 28, 162 
alata Sahin bai taltp iste gee codeine plebacgeenindgs ce aing ak bem abaegeaibacnienasinins de 135, 632, 467 
Na Racin Sai cnh wares pails ty ipa ch dei ne pines alae adealaiiadiipaticinaent 2, 773, 379 
IN Nis ardnat cc tptacucsancsniccannraneensote acktoriead ieee 94, 073, 257 
a cl ccs asda ining dap caesstrehesigacaaenstaamenaiveiledoaaek 3, 597, 714 
a ia alain aM lai Ne i Dat 31, 549, 939 
a iti ate ice Lancs taheddiphinticeihh wettien heed deataaciatitattipaciahaetehen 4, 496, 471 
aes 3, 133, 773 
I iis ea Rais emai maine lteter dagen aliguann acincgebtaiaoaagrelacettarentnten 13, 267, 354 
UID aches hcd hg gids co chs aston in niet cb te acer Nile aig eal 128, 422, 242 
Mh hice ins ech oli alet Laks dase cates sh ke en bean ees 19, 633, 857 
SR Sk tack 8 osc 22, al os canshicstnislitve mibiineah ee ceebiaiaa ep neameiataneealid 272, 982 
EE ee SAE ite Se nee 596, 107 
I neal eclas pccigeonin-on ap nscnige on sss alain eee aed on 28, 375, 317 
IE TWh iadehe ce oles cc ehacccnekny en Se ce Saee ee eine tate 12, 752, 276 
SI i nici sine ven esac asiiiel dealin iam itl ae atta ieee dala 1, 062, 955, 201 


Mr. Hotister. Yes, sir. We probably have those statistics some- 
where, but the trouble with this game is that you get so many statis- 
tics, you get lost in them. We will try to simplify them for you. I 
have tables this long [indicating], and you would have to spend 
the whole 2 days before you got down to the bottom of it. 

Mr. Denton. That has been my difficulty with this program en- 
tirely. Other agencies come in and tell us what they are going to spend 
this money for, and they tell us what they are going to do with the 
money that they ask us to appropriate. 

Mr. Hoxutster. I would give anything in in the world if we could 
operate as other agencies do. 

Mr. Denton. Your agency waits until it gets the money, and then 
you plan how you are going to spend it. 

Mr. Hotuisrer. No, sir; that is not a fair statement. We are plan- 
ning all the time. 

Mr. Den'ron. You come in with an illustrative project. 

Mr. Lanunam. They are not doing that under this program. 

Mr. Denton. What program ? 

Mr. Lannam. There is no illustrative program. 

Mr. Denton. They get away from that now. 
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PROJECTED USE OF DEVELOPMENT LOAN FUND 


Mr. Hoxxisrer. Let me modify that a little. We will not be doing, 
as we have been doing in the past, let us say with Government funds, 
by being as specific with respect to a country level as we can be. If we 
did that, we would have a country allocation. We have felt that that 
has been a mistake, and we are prepared to give this committee a list 
of the projects which have been moving toward the implementation, 
or perhaps the obligation line, which we have not reached yet, which 
would be the kind of thing we would use for this development fund. 
We are going to study them more ‘arefully and be sure that they are 
sound things to do. We do not feel that we would be able to specify 
exactly in each year what particular projects we expect to undertake 
with this fund. We will give youa complete list of them. 

Mr. Lanuam. How soon can you give us that ? 

Mr. Houuisrer. We can give youa list now. 

We can give you a list of the general area where we are considering 
them. 

Mr. Denton. Mr. Hollister, the Army engineers had plans for 
building the Barkley Dam on the (¢ ‘umberland River. They had all 
the plans and they had all of the specifications and estimates of course. 
If you undertake to build a dam on the Ganges, why can you not do 
the same thing? 

Mr. Houuister. If we choose all Army Engineers and use all of the 
facilities we have in this country, we could do it, too. We are in- 
structed under the law to use the business facilities of these countries 
as well as we possibly can; instead of going in as a big brother and 
telling them how to run the show, we have to let them make the con- 
tr acts, and then we oversee the end use to be sure that it goes in in 
the proper way. They contract in the world market, and not only in 
the United States market for this, and we are dealing with sovereign 
governments. We are dealing with very delicate situations and we are 
de aling in the Ganges with Indians. 

Mr. Denton. Before you get through in the Ganges, you are going 
to have engineers competent, just like the Army engineers do, and you 
have to do the same kind of advance planning that the Army engineers 
do? 

Mr. Houuisrer. That is why we are asking for the development 
fund, because we feel we could do that in many cases. 

Mr. Denton. You do not do your advance planning. You ask us 
for money to build this dam on the Ganges and then make a contract 
with the Indians, and then get the engineers and do all your after- 
ward ¢ 

When you do it that way, it is a guess with you and it is a guess 
with us and we have guessed way, way too much. 

Mr. Horrisrer. Today when you work on the Barkley Dam, you 
have no problem with the State of Kentucky. When we are doing a 
job in the Ganges, we have a highly complicated lot of proceedings 
that we have to go through with the Indians. If we go into India 
and try to plan this thing ahead of time, send engineers in, do not 

forget that a thing like the Ganges Dam requires a lot of work to be 
done by the Government of India as well. They have to spend a lot 
of money and they have to make a place available for it. Suppose 
we do not go through with that ? 
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Mr. Denton. Why not give them the money for the advance plan- 
ning of this dam and when arrangements are made, we can give you 
the money to build it? That is all we do with the engineers. ; 

Mr. Houuisrer. All we are asking you gentlemen for is to give us 
the money today. We cannot do that kind of thing and that is what 
slows us up SO. 

Mr. Denton. Anybody knows that. you cannot make an agreement 
with the United States without the consent of the Senate, a ratified 
treaty, and certainly our diplomacy makes that clear. Foreign coun- 
tries know that when we are giving them something. 

Mr. Hoxuister. There are, of course, different situations in different 
countries. In some countries things of that kind can be done. We 
have generally found that it is impossible to get far along the line 
with these things without being so committed that we feel we have 
to go forward. 

Mr. Denton. I have always supported this program but I could 
not conscientiously support this when you ask for as much as you 
request. When we ask the people of the United States to pull in their 
belts and do without certain things, I do not think we ought to in- 
crease the appropriation over 100 percent on whatever amount you 
spent last year. 

Mr. Hotuisrer. Do not forget that you can always cut. 

Mr. Denton. No. 

Mr. Houuisrer. You can close the gate next year. 

Mr. Denton. Of course, that is what you expect when we get right 
down to it. 

I say it is an authorization bill. I would not want to support that 
much. 

Another thing, as I say, we have tried and tried to find out what 
you want to spend the money for and you give us illustrative figures 
instead of a specific case. I just do not know what you want the 
money for. 

Mr. Hoxiutsrer. Let me ask this: Is there any request made of the 
Export-Import Bank ahead of time as to what loans they are going to 
make for the coming year? 

Mr. Denton. I do not think there is. They gave us a pretty good 
account of the loans they had and they had no sour ones. Nationalist 
China was paying on its debt then. 

Mr. Houuisrrr. We probably have some sour ones. What I am try- 
ing to point out is that in conducting an operation of this kind, I do 
not believe you can be specific too far ahead of time as to what you 
are going to do with the money. 

Mr. Denron. The Export-Import Bank is spendng its money, its 
own money, and you are spending money appropriated from the 
Treasury. 

Mr. Hotiisrer. What do you mean ? 

Mr. Denton. All of their operations for their own profit. 

Mr. Hotuister. They do $4 billion. 

Mr. Denton. And they show a very good return on it. 

Mr. Horuister. I am not arguing whether they have done it and I 
am very proud of their record. However, to the extent that they 
made loans, they made loans on the taxpayers’ money. 

Mr. Denton. If you made loans like they do, we would be very 
pleased. 
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Mr. Hotuster. No; if we made loans of that type, you ought not 
to put us in business because then they would be competing with us, 
We would be competing with the Export-Import Bank. That is why 
we should not be making the same kind of loans they are making. 

Mr. Denton. They are making the good loans and you will prob- 
ably make the sour ones ? 

Mr. Passman. Will the gentleman yield ? 

Mr. Denton. Yes. 

Mr. Passman. I dislike prolonging the proceedings; but the pro- 
posal will provide an opportunity for the recipient countries to save 
face and at the same time the American people will be uninformed of 
the facts of the program ? 

Mr. Hotusrer. I suppose the only answer is “No,” Mr. Chairman. 

Mr. Denton. What about the military operation ? 

Mr. Passman. Mr. Hollister does not direct the military assistance 
operation. 

Mr. Howuster. I would still have the operations of the defense 
support, but I do not have operating charge of military assistance. 

Mr. Denton. You would have the same agencies in China, Indo- 
china, Formosa, Japan, and every place else that you have now? 

Mr. Hotutster. No, sir. 

Mr. Denton. You do not have two organizations set up there ? 

Mr. Hotutster. No, sir. 

Mr. Denton. The only difference would be a different subecommit- 
tee to pass on the appropriations for the military expenditures? 

Mr. Hotuister. No, there is a great difference besides that. 

Mr. Denton. What else? 

Mr. Hoxuisrer. A great difference in the congressional machinery. 

Mr. Denton. What else? 

Mr. Hottiister. It depends on what the subcommittee wants to pass 
on. If the Appropriations Committee decides to refer the bill to 
a subcommittee, we would not even suggest which subcommittee of 
the Appropriations Committee would pass on this, but, of course, in 
the Senate, it does not make any difference. 

Mr. Denton. What other difference would it make in your opera- 
tions? 

Mr. Horszisrer. If we have the development loan fund authorized, 
it will make a substantial difference. 

Mr. Denton. Let us leave that out. If the military is under a 
separate appropriation, then what ? 

Mr. Howtister. In the development loan fund, there would be no 
substantial difference except this: Today we are compelled, and I 
think very unwisely, to do our obligating all before the end of the 
fiscal year. Eighty percent of the obligations must be done before the 
end of April. I think that is probably as unwise a provision as was 
ever put in the legislation. 

Mr. Denton. Now you bring up something else. The reason we 
did it is that when your predecessor had charge of this, he obligated 
$620 million on the last day of the fiscal year in violation of an 
agreement with this committee. That is one reason they did that. 

Mr. Horxtsrer. Mr. Chairman, if that was done for that purpose, 
then I believe it served its purpose. I am trying to point out that 
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this having to watch the calendar over your shoulder in obligating 
money or feeling that you are not doing your duty as to what Con- 
gress asked of you is a very difficult thing and leads to waste. 

Mr. Denton. If you had a malaria program in Haiti, why would 
you be any different in that respect than Public Health Service in its 
malaria program in the United States? 

Mr. Houuister. None at all. The malaria program is a very simple 
thing, however. 

Mr. Denton. This agency is a kind of a sacred cow. I do not think 
you have had to prepare your budget like other agencies. 

Mr. Houuisrer. I wish you would see our hearings. 

Mr. Denton. I know they come up here on these matters, but it 
makes it very hard for us to have it come up this way. 

I think that is all. 

T have talked too much. 

Mr. Passman. Mr. Lanham? 


PURPOSE OF DEVELOPMENT LOAN FUND 


Mr. Lanuam. Mr. Hollister, it seemed to me that the situation is 
not quite analogous with reference to the Export-Import Bank. You 
may phrase it however you like, but this development loan program 
is foreign aid. What you are actually doing, and I think you will 
agree with me, is that on these borrowings from the Treasury, you 
are simply bypassing the Congress and this committee on making 
appropriations. However desirable it may be, that is the effect of 
this, whether that is the purpose of it or not. 

Mr. Houuistrr. May I answer the analogy? You are entirely cor- 
rect. The analogy should not be tried in comparing those two func- 
tions; what we are asking for and the Export-Import Bank differ in 
the purposes for which the organizations are set up. 

They have organized the Export-Import Bank for the development 
of trade, and the development of foreign countries is somewhat sec- 
ondary. The sole purpose of the development fund, as you point out, 
is foreign aid. It is that part of the program which is essentially 
foreign development aid, as against the defense side of it, which con- 
stitutes most of the rest of this program. 

However, in conducting this from the operating point of view, the 
way in which to do a businesslike job and the way you ought to conduct 
yourself, and the kind of authority you ought to have is very analogous 
to that of the Export-Import Bank. You are engaged in making 
long-term loans for a definite time, definite interest rate, and for a 
definite long-term purpose, which the country needs to work out 
adequately and do the job they are to do. 


ALTERNATIVE TO DEVELOPMENT LOAN FUND 


Mr. Lannam. I think I agree with you about the purpose, but I do 
not think the end justifies the means. I do not believe that Congress 
Is going to authorize this borrowing from the Treasury without an 
appropriation in the year in which it is to be borrowed. In the event 
that that is true, and the Congress does not do that, what plans have 
you for foreign aid ? 
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Mr. Hotutster. I suppose we would still hope to have the develop. 
ment fund. However, that will be a slowdown in what we are trying 
to do in the world. We would have to be slowed down to the extent 
we could not plan. We would hope, however, that the appropriation 
would not be limited as to the time in which it had to be obligated, 
I hope to be able to convince this committee of that. 

Mr. Lanuam. I think you are right about that. I am not com- 
mitting myself, but this business of permitting you to borrow from 
the Treasury under the guise of a business operation just does not 
appeal to me. 

Mr. Houuisrer. We are limited in obligating even under the plan 
that we suggest, but we would be more limited then, you might say, 
because the assurance of the avail: ibility of resources which is for long- 
term planning would be limited by the necessity of coming back for 
an appropriation each year. 

Mr. Lanuam. If the Congress passed this bill with a change in the 
wording with reference to $750 million for each of the succeeding 
years, would not that be assurance enough that the Congress was going 
along on a long-range basis ? 

Mr. Houraster. I think it would be a substantial improvement. but 
I think it would slow the program. 

Mr. Lanuam. I think it would not make so much difference if it is 
slowed up a little if we preserve the right of the Congress to make 
appropriations. That is the thing that troubles me. 

To pass on to something else, did you want to answer further the 
question I asked you? 

Mr. Houutsrer. No. Under the business budget presentation, you 
have the right to review the whole thing, but as you would very prop- 
erly point out to me, you would have to act affirmatively to cut off 
rather than being in a position where no money would be available, 
unless you decided to act. 

Mr. Lanuam. Very much like the reorganization bills. I voted for 
it and worked for it to let the President send down the reorganization 
bills and then we vetoed them. That is reversing the legislative 
process and I regret very much my part in passing that law. I simply 
made a mistake, and as far as I am concerned, I am not going along 
with any further delegation of congressional power or surrender of 
the powers of Congress. We can work out something that will not do 
that and I will go along with it. 

Mr. Passman. Will the gentleman yield before you get to your next 
question ? 

Mr. Lannam. Yes. 


BUSINESS-TYPE BUDGET 


Mr. PassMan. You mentioned something about a business budget. 

Mr. Hourister. We are presenting as clearly as we can what our 
executive request is. We are trying to give you the reason that that 
should be followed. The last thing we want to do is to slip anything 
over on anybody. 

Mr. Passman. I am referring to the business budget. Would it 
include all agencies? 

Mr. Howsasrer. Under this Government Corporation Act, these 
budgets would come before your committee. That gives your com- 
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mittee a chance to review them. It is, of course, not the same as having 
an appropriation submitted and then acted on by you. 

Mr. PassmMan. In the overall? I am not referring to this program 

alone. 

Mr. Hottister. I did not want it forgotten that there was that 
opportunity for review. In addition there will be other parts of this 
program that have to come before you for appropriations. At that 
time you would have it all before you as one integrated presentation. 

Mr. Passman. Does the business budget mean ‘contract authority ¢ 

Mr. Houutsrer. No, sir. 

Mr. Passman. What is the difference ? 

Mr. Houtuisrer. It is merely a presentation of the operations of an 
entity which could be in corporate form. There is some discussion 
as to whether we should put it in corporate form. We put it in fund 
form with the stipulation that it should be governed by the same 
budgetary requirements that govern a Government cor poration when 
it comes up before the Congress. 

Mr. Passman. I had reference to the “business budget” which would 
apply to all agencies. 

Mr. Ho xuister. I do not know if I used the term “business budget.” 

Mr. Passman. It has been mentioned during the hearings. 

Mr. Lanham? 


INCREASE FOR ADMINISTRATIVE EXPENSES 


Mr. Lannam. Mr. Hollister, it is my understanding that the day 
before yesterday something was said about an increase. 

What increase is contemplated for administrative funds or in- 
crease in your request for funds for administration ? 

Mr. Houuisrer. Yes, sir. 

Mr. Lannam. What was that total increase? 

Mr. Houutsrer. I think we have it right here. We are requesting 
an increase of $4.8 million, a total of $35 million is what we are asking 
for. That is an increase over the current year of $4.8 million, and 
then I pointed out that $1.1 million is a civil-service retirement fund 
which has been carried somewhere else. That is really not an increase. 

Mr. Lannam. What is the total increase deducting that? 

Mr. Hotsister. The total increase then is $3.7 million or something 
like that, perhaps a little over 10 percent of our present budget. 

Mr. Lannam. I think that I made a notation here that you are going 
to set up some new missions and that accounted for some of the 
increase ? 


Mr. Houutstrer. Yes. 


ESTABLISHMENT OF NEW MISSIONS 


Mr. Lannam. How many new missions do you propose to establish ? 

Mr. Hotutster. We have just opened, in the course of the year, a 
mission in Burma. We have opened one in Morocco and Tunisia, but 
they are obviously just beginning. We have just entered into an 
agreement with Ghana, whic h, as you know, was the Gold Coast be- 
fore that. They just gained their freedom. 

I try my best in our activity in a country or an area that is small to 
run it with as few representatives working out of the embassy as pos- 
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sible, rather than putting in a complete mission with all of its costs 
involved. On the other hand, when an operation gets beyond a cer- 
tain point, we do not have the proper auditors and that kind of thing 
in there and we have the General Accounting Office and other com- 
mittees of the Congress criticizing us for laxness in our operations, 


NUMBER OF PERSONNEL IN A MISSION 


Mr. Lannam. How many men do you have in a mission as a rule? 

Mr. Hotutster. It depends entirely on the size. We have a man- 
ning table which we could show you Mr. Lanham, which shows what 
we do in different countries. Perhaps this is a good opportunity for 
me to point out that the number of people working in the ICA ina 
particular country is not necessarily geared to the amount of money 
spent there. If we have a highly developed technical assistance pro- 
gram, we have more people in the field than we will have if we merel 
have a general commodity program even though that ee be nee 
higher. What we are discussing here is administrative funds as dis- 
tinguished from program funds. We are able to charge a good many 
of our personnel costs to programing, but we are very strict ourselves, 
and the Budget is very strict with us, in insisting that general ad- 
ministration ve paid from administrative funds which is the item 
that you gentlemen review. We are trying to point out here that the 
amount of administrative funds, considering the farflung activities 
we carry on, is small and that we are proposing to spend a little more 
money to administer the program adequately which saves you an 
awful lot of money in the long run. 

Mr. Lanuam. Can you use foreign currencies for paying salaries, 
a portion of the salaries of these people ? 

Mr. Ho.uister. No, we have to pay our people in dollars, but we 
do buy from the Treasury—with appropriated dollars—a lot of these 
foreign currencies we have been talking about, to run our activities 
in these foreign fields. In that way, some of the money which comes 
from our funds, when it is expended, goes back to the Treasury so 
that the taxpayer saves in the long run. We buy the existing cur- 
rencies, the local currencies and use them for our existing purchases. 

Mr. Lannam. How much of this $3.7 million increase will be used 
for new missions ? 

Mr. Hoxuister. We have $1.3 million down for the opening of new 
missions in underdeveloped areas and additional costs of operating 
missions opened late in this last year. 


NEW PERSONNEL FOR DEVELOPMENT LOAN FUND OPERATIONS 


Mr. Lannam. You said something about 10 employees in the Man- 
agement Section of this new setup, this loan development setup. 

Mr. Hotutsrer. I said the number of employees ? 

Mr. Lannam. Yes. 

Mr. Ho.uister. Yes, sir. 

Mr. Lannam. Would they be under civil service ? 

Mr. Houutster. All would be under civil service. 

Mr. Lannam. What grade would they be under civil service ? 

Mr. Hoxuister. I would have to ask Mr. Scott. 
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I do not believe he is here, but I could get that for you. I do not 
know how many are outside civil service in the whole outfit. I would 
have to get that for you. We do not have very many that are not 
under civil service. 

Mr. Lanuam. This new operation, if it is authorized, is not that 
going to cost a lot more than the present setup ? 

Mr. Ho.uister. I do not think so. 

Mr. Lanuam. You are setting up a new organization altogether 
now ¢ 

Mr. Hotutster. We would be using people that we already have. 
We estimate that we might need about 10 new positions to begin with 
and there would be no corresponding decrease. We believe that the 
rest of the staffing of this loan activity could be done by existing em- 
ployees or perhaps additional shifting, you might say, of the burden 
or a changing of duties in some way. About 10 additional employees 
is what we think we might need to start with. 

Mr. Lanuam. What is the budget for them? How much of this 
$3.7 million increase ? 

Mr. Houuister. I could get that for you. 

Mr. Lanuam. I wish you would break that down. 

(The material referred to follows :) 

The 10 additional positions referred to above are: 1 fund manager, level I; 
1 division loan officer, GS-15; 1 loan officer, GS-15; 1 liaison officer, GS-14; 1 
administrative aid, GS-7; 1 statistician, GS-7; 1 secretary, GS-6; 1 secretary, 
GS-5; and 2 secretaries, GS-4. The annual cost of these positions, including 


salaries and other related costs is $105,050. The cost of these positions for fiscal 
year 1958 is estimated at $87,500. 


Mr. Lanuam. Mr. Chairman, that is all. 


AID TO BURMA 


Mr. Passman. You stated you were requesting funds for Burma? 

Mr. Hotuisrer. We have started an operation in Burma this last 
year. 

Mr. Passman. Is this a new program in Burma? 

Mr. Ho.utstrer. Yes, sir. 

Mr. Passman. Has not Burma refused our aid in the past ? 

Mr. Houuisrer. There was some story that 2 or 3 years ago there 
was a misunderstanding but as to what the details are, I do not know. 

Mr. Passman. Is not it true that heretofore Burma has refused the 
aid ? 

Mr. Hotutsrer. I would not say Burma refused the aid. I would 
say Burma did not ask for it. 

Mr. PassMAn. There was no aid to Burma until recently ? 

Mr. Houitsrer. There was some aid several years ago, but the 
exact reason why it was discontinued, I am not able to say. 

Let me put it another way: When I began conducting this organ- 
ization, there was no Burma program and no mission there. We have 
started one up in this last year. 

Mr. Passman. Was Burma prevailed upon to permit us to extend 
aid there ? 

Mr. Hotutster. It was not that way. They were very anxious to 
get help. 
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Mr. Passman. The Prime Minister, or some other individual, a few 
years ago stated Burma did not want any aid. 

Mr. Houiisrer. That may well be the case, but people change their 
minds, 

Mr. Lanuam. Let us be sure about this. Have they requested this 
mission ¢ 

Mr. Houuister. Yes, sir. 

Mr. Lanuam. Without solicitation from your office or your organ- 
ization ? 

Mr. Houutster. Very definitely. I can give you the complete doc- 
umentation of that if you want it, to the extent that they are not so 
highly sensitive. Among numerous other approaches there is one 
letter which I believe the Prime Minister wrote the President about 
this. 

Mr. Lanuiam. I always have the suspicion that your folks are going 
out and that these missions are really salesmen, going out to try to 
sell or give away our money, or to get them to start projects. 

Mr. Houxister. I have heard that stated. It has not happened 
since I have been in there. 

Mr. Lanuam. You are not trying to find recipients? 

Mr. Horuister. As far as I am concerned, there has been nothing of 
that kind since I have been conducting this work in this agency. 

Mr. Passman. Mr. Hollister, the information is not classified and 
it might be of assistance to this committee. Will you outline for us 
how this program was developed ? 

Mr. Hotutsrer. You mean in Burma? 

Mr. Passman. Yes. From the beginning. Why did Burma re- 
quest our aid ¢ 

Mr. Houutster. You understand that a large part of it would be 
classified ? 

Mr. Passman. We do not request the information for the record. 
But it would be helpful to the committee to be informed concerning 
the development of the program. 

Mr. Houiuisrer. That would be off the record. 

Mr. Passman. Do you have a program in Syria? 

Mr. Hotutsrer. No program in Syria. 


USE OF PUBLIC LAW 480 FUNDS 


Mr. ALexanper. The funds derived from the sale of these products 
under Public Law 480, to whom are they turned over ? 

Mr. Houuister. They are paid into the account of the United States 
Treasury in the local b: anks in the countries involved. 

Mr. Atexanper. The *y never come out of that country / 

Mr. Horuisrer. They do not come out of the country; no, sir. 

Mr. Avexanper. Are they turned over to the government of that 
country for use as the United States and that government agree or is 
it under the direction of the United States Government ? 

Mr. Houutster. At the time the sale agreement is made, there is 
agreement on the use to be made of the proceeds. There are several 
different ways in which those proceeds may be used under the terms 
of the act. Some of those proceeds are used for types of things that 
the ICA does not handle. Different departments of the Government 
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handle those, and the Bureau of the Budget makes the allocations from 
the currencies held in the Treasury’s acc counts in these banks. 

The ones turned over to the ICA are then in turn lent under 
section 104 (g), although in minor accounts we use it in other ways. 
But this large sum we are talking about, which will ultimately get 
into the economic development of these countries, is turned over to 
the ICA, which in turn lends those moneys to the country involved. 
The country uses those funds so lent either for further lending or 
directly for development activities. 

Mr. Avexanper. Under what terms are those loans made? Is it a 
so-called soft loan ? 

Mr. Hotuister. Our term is generally a 40-year term. There are 
some less but they are 40 years in gener ral, with interest at 3 percent if 
payable in dollars, or 4 percent if payable in foreign currencies. 
They are amortized beginning at the end of about 3 years. 

Mr. Auexanper. Are any Joans made to private investors? 

Mr. Hotntster. We do not lend directly, but we are insisting that a 
substantial part of these funds we lend to these countries will be used 
in turn by these countries to be lent in the private field with no dis- 
crimination against Americans, so they have the same right as every- 
body else to borrow these local currencies. 

Mr. ALtexanper. Under the present law there is no provision that 
this fund would ever revert back to the United States? 

Mr. Hotiistrrer. When the loans are finally repaid, there will have 
to be agreement between us and that country as to the disposition of 
the funds. 

Mr. ALexAnper. But there is no agreement or law under which now 
it would come back to the United States? 

Mr. Hotutster. They will be our funds. They will belong to us, 
but their use will be determined by agreement with that country 
ultimately. It will be our money when it is repaid. 

Mr. ALexanper. I understand, but it will be in their use and in 
their care. 

Mr. Hotutster. No, sir; it will be paid back to the United States 
of America and put in some bank account somewhere. 

Mr. Atexanper. Is it handled similar to the way it is handled in the 
tyukyus ? 

Mr. Horuister. The time has not come; the money has not been paid 
back because the loans are just beginning now. 


SUMMARY OF FUNDS AVAILABLE TO MUTUAL SECURITY PROGRAM 


Mr. Atexanver. I wonder if you would mind giving, me in detail 
all of the so-called backlog funds that would be available for use of 
foreign people that do not come under the requested so-called mutual 
security program or the budgetary request of $3,865 million. 

Mr. Horuisrer. We can. I think ‘they are very much the same 
figures Mr. Denton asked for—the various different funds that may 
be available around the world. Of course, if you want me to go back 
to ECA funds, Marshall plan loans, that can all be included. We have 
no control over those. 

Mr. ALExanper. I would like to have it all included. 

Mr. Hottaistrer. We have all the figures. We can supply them. We 
can put them right in the record at this place. 
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Mr. Saccio calls my attention to the fact that this pamphlet we 
supplied you with this morning has a great deal of this information 
in it, the pamphlet called relationship Between Surplus Agricul- 
tural Commodities Disposal Program and Mutual Security Program, 
dated June 6, 1957, prepared and filed with the Foreign Affairs 
Committee. There may be some additional information we will have 
to supplement. 

(See inserts on pp. 174 and 1118a.) 


REAPPROPRIATION OF UNOBLIGATED FUNDS 


Mr. Arexanper. You are requesting an estimated $554 million in 
reappropriations. How does that differ from this specific request ? 

Mr. Ho.utsrer. I did not quite understand. 

Mr. Atexanver. In your statement on the first page you state that 
you request the appropriation of $3,864 million in new appropria- 
tions and an estimated $554 million in reappropriations. 

Mr. Hotuister. Yes, that $554 million in reappropriations is the 
$500 million that the Defense Department will explain to you, bein 
amounts that were appropriated for this year but were unobligabell 
The $54 million involves $23 million for Palestine refugees and 
something in the neighborhood of $30 million for the programs 
in Burma and Indonesia which we had planned to get into this year 
but did not, but we still believe ought to be fairly firmly planned 
foz the coming year. 


SPECIAL ASSISTANCE FUNDS 


Mr. Avexanver. Under “Special assistance funds,” which as I un- 
derstand it, is the President’s contingent fund of $300 million, I believe 
that $200 million of that is usable in any way he sees fit, either mili- 
tarily or economically or whatnot. 

Mr. Hotuisrer. Yes, sir. 

Mr. Atexanper. How about the other $100 million ? 

Mr. Ho.utster. The other $100 million we have tentatively pro- 
gramed for the coming year. We can give you the page of the presen- 
tation books. On page 66 of the nonregional program book you will 
see $100.100,000. These are figures which are classified except for a 
few. They are tentatively programed for the coming year. We are 
not perfectly certain they will be used in that way, but that is the best 
we can tell at the present time as to the use of about a $100 million 
of those funds. 

In all our planning up to a certain point we have transfer rights 
which the Congress has granted us over the years to switch from one 
thing to another when a ch: inge in conditions indicates that a plan 
we had made becomes an unwise thing to do. 

You see, we start our planning for a given year sometimes as much 

as 2 years ahead of the time the money actually gets obligated. We 
are beginning to plan now for the presentation which will be made to 
the Congress a year from now. It is that kind of a program. 

The money we are asking for now began in its tentative planning 
stage a year ago, was firmed up in the fall, and had to be ready for 
the budget before the end of the year. So there is quite a long lapse 
of time in these things. It is like a river. You cannot divert it 
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quickly. But as the world changes, we naturally do not want to go 
into some country and do something if the times indicate that would 
now be unwise. 

Mr. ALExanpER. Do you have any requisite you have to meet in the 
spending of any of this special assistance fund ? 

Mr. Houuister. You mean any 

Mr. ALEXANDER. Any requirements to be met before that can be 
spent for certain things. 

Mr. Ho tuister. All the requirements have to be met that have to 
be met today. I can give you a record of what was done with the 
President’s $100 million fund this year. I can give a record of the 
transfer made under section 401 (a) as an indication of the kind of 
thing which comes up in the course of a year. We cannot tell you 
today all the things that may happen before we have to obligate this 
money. 

Mr. ALExANDER. In other words, there are no requirements actually. 
You can spend it as the President sees fit. 

Mr. Hotuisrer. It has to be spent under the terms of the act. 

Mr. ALExANpDER. What are the requirements under the terms of the 
act? What requisites does the act require? 

Mr. Ho.utsrer. It requires that assistance be designed to maintain 
or promote political or economic stability and be in accordance with 
the provisions of this act applicable to the furnishing of assistance, 
and so forth. 

I can give you, if you like, in perhaps condensed form the general 
requirements under which we have operated for the last 2 years, 
which will be very much the same. 

Mr. ALexanver. Under the proposed bill, as I understand it, the 
military assistance would come up under the Defense Department 
budget next year and the economic aid would come up as it has in 
the past. Is that correct? 

Mr. Hotuister. Yes, sir. 

Mr. Atexanver. Then the military assistance budget—— 

Mr. Hotutster. The military assistance and defense support, which 
we now call defense assistance. 

Mr. ALexAnpverR. Defense assistance budget would come up prob- 
ably the latter part of January. Is there any good and valid reason 
why your recommendations could not be brought before this sub- 
committee or before the Appropriations Committee by say the Ist 
of March ? 

Mr. Hotutstrr. We would hope to get it up as soon as possible. I 
think one the difficulties of the present arrangement is that this appro- 
priation activity comes up so late in the session. I think it is unfor- 
tunate. It is difficult for you gentlemen and it puts everybody under 
forced draft at a time when they have lots of other things to do. 

Mr. Atexanper. My point is the military and defense support, 
if they can get theirs by the time they ask for their regulation appro- 
priations next year, T cannot see why 

Mr. Hoxuster. That is why a continuing authorization is being 
asked for, so that these things can come up in the ordinary course 
early in the session. And to what subcommittee of this committee 
handles it, it is entirely in the hands of the Appropriations Commit- 
tee. We would not think of suggesting to the Appropriations Com- 
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mittee what subcommittee they would wish to take any part of the 
activity. 

Mr. Auexanper. Under the military assistance and defense sup- 
port, to whom would that money be appropriated, the Army, Air 
Force, or the Navy ? 

Mr. Houiisrer. It would all be appropriated to the President. We 
are not asking any change in that. That is the way the whole mutual 
security program is toda ay and the way we expect to continue it. 


TECHNICAL COOPERATION 


Mr. Arexanper. Under your technical cooperation request, I be- 
lieve you are requesting also that that be on a continuing basis. 

Mr. Houuisrer. For authorization only, not appropriation. We 
would expect to come up each year and ask for appropriation for 
technical assistance. The reason we ask for it as a continuing thing 
under authorization is because it is pretty well accepted as some- 
thing which there is not much objection to. Even these a who 
object to large parts of the program generally think our technical 
assistance program is a pretty good one. It seems to be more sensible 
to have a continuing authorization for it. We are asking for a 15- 
month period to obligate rather than requiring obligation within the 
12 months. We feel we can do a better job if we have a little longer 
to plan these things out. 


PUBLICITY GIVEN TO UNITED STATES AID IN FOREIGN COUNTRIES 


Mr. Avexanper. The thing that worries me about many of our 
programs is the fact that we give our economic assistance or military 
assistance to governments, from this Government to a government of 
another country, and that the people of that country many times do 
not even know that we are the donor of gifts. 

Is there not a better way that we can win the good will of these 
people than to deal directly with the governments? 

Mr. Houtuister. Mr. Alexander, you have asked a very interesting 
question, a question that has worried all of us. It worries me. 

First, with respect to dealing with governments, I believe we ought, 
where we possibly can, to get private industry to do a great many 
of the things we might otherwise have to expect local government 
to do to help develop a country. 

That is, of course, a different problem from the one of recognition 
by the people of what you are doing. We have provisions by which 
anything we supply to a conutry has to have a mark on it to indicate 
where it comes from. 

In our agreements with most of the countries we ask them to give 
full publicity to the things we do. 

However, I do not think we ought to make our decision as » what 
we do in a country by how they express their thanks. If is a 
good thing for the United States of America, for mutual secutitl 
purposes, to put a program into effect in a country, I think we ought 
to do it even if sometimes they do not seem as grateful as they ought 
to be. We want them to be grateful, we would like to so conduct 
ourselves that they are grateful, but I think the interests of the United 
States are the first things to be considered. 
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In some places I think we have to go ahead with things even though 
the people do not seem to be as grateful as we think we ought to be. 


ASSISTANCE TO PERPETUATE CERTAIN GOVERN MENTS 


Mr. ALExANpeErR. Do you not find ourselves in a position many times 
of upholding or keeping in power a government of a country by our 
aid and assistance ¢ 

Mr. Ho.usrer. There is no question about that. That problem 
arises all the time. As you know, I am, of course, subject to policy 
guidance by the Secretary of State, even though 1 operate what the 
President referred to as a semiautonomous agency. 

Frequently, we face questions of politics such as what we ought to 
do in a country, to what extent we ought to support the government 
of a country, to what extent we ought to withdraw, and so forth. 
When those matters come up, I am pretty well controlled by the 
Secretary of State, as 1 should be. But those things have to be taken 
into consideration. 

You are entirely correct in numbers of cases that what we do does 
help to perpetuate governments which under some tests are not the 
kind we would like best and in some cases are certainly socialistic so 
that it makes the development of private industry more difficult. 

However, we do that because we believe that for a number of rea- 
sons it is the wise thing to do. 

Mr. ALexANDER. Does it not also stimulate resentment and ill will 
in the countries ¢ 

Mr. Houuister. We hope not. It may in a few cases. We try to 
keep away from that, of course, as much as possible. 


TECHNICIANS FOR TECHNICAL COOPERATION PROGRAMS 


Mr. Atexanper. I notice under your technical cooperation that 
the number of technicians you are planning to send abroad is increas- 
ing year by year. I see over 3,800 in 1957. Is there any reason why 
those people could not be paid out of counterpart funds or funds 
that are now in the country and which we do not get back in the form 
of dollars ? 

Mr. Hoxuisrer. The chief reason we cannot pay them in counter- 
part funds is that they would not go. 

Mr. Avexanper. Do they not have to spend money to live there ¢ 

Mr. Houuister. That is taken into consideration. 

Mr. ALExaNnper. Could we not pay them that amount in those 
funds? 

Mr. Houuister. Then we would have to pay them that much more. 
We supply them with certain things for which counterpart is used. 
We use it in the case of residences, we pay local people, their secre- 
taries, and drivers and janitors and everything of that kind, our 
rentals, et cetera. But after all, getting people to work for you, is a 
matter of paying them in something which is valuable to them. 

In many cases you see under special agreements with the countries 
they make available currency to our employees at a better rate than 
they could get at the official exchange, but they must, in turn, use the 
currencies to pay their local expenses. 
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OTHER TECHNICAL ASSISTANCE PROGRAMS 


Mr. ALExANnveR. We are spending under technical cooperation and 
also under the United Nations expanded program of technical assist- 
ance and also the Organization of American States—are not all of 
those organizations for substantially the same type of thing? 

Mr. Hotusrer. That is right. The Organization of American 
States we contribute to and also the United Nations technical assist- 
ance program, but we do our best and I think with a good deal of 
success to see that their programs and our programs do not duplicate 
and do in many cases dovetail into each other. 

Mr. Avexanoer. Is it really helping this country to do it in three 
different ways? 

Mr. Houutsrer. That is a big program. There are a great many 
people in the country who feel we should give more through the inter- 
national organizations. There are some who feel we should do it 
entirely on a bilateral basis. I think the balance we have now is 

retty good. We are contributing at the present time 49 percent, 
¥ believe. of the United Nations technical assistance, and next year 
we are asking that it be cut down to 45. 

Mr. Avexanver. Under the law it is to be cut down to 33. 

Mr. Houuisrer. We are asking that a change be made in that and 
that we step down to that over several years rather than jump sud- 
denly down to 33. We believe that is a little too fast a jump to keep 
those programs going forward smoothly. 

Mr. Avexanper. I notice under the Organization of American 
States that we paid 70 percent of that. 

Mr. Ho.wutster. That is correct. We have felt a kind of a closer 
connection, you might say, with the Latin-American areas. They 
are always complaining that we do not treat them as well as other 
parts of the world because we do not put enough into development 
assistance. 

So in our technical assistance field we try not only to do as good a 
job as possible under our bilaterals but we contribute to this multi- 
lateral effort. 

Mr. AtexAnper. Do you find that many of the countries are in- 
directly kind of blackmailing us into giving them more and more 
help by playing footsie with the Communists ? 

Mr. Hotuistrer. There are a lot of attempts of that kind. We try 
not to be pressured by that kind of activity, but we run into it very 
frequently. 


CONTRIBUTION OF HOST COUNTRY TO ASSISTANCE PROGRAM 


Mr. Atexanpver. What part of economic assistance does the host 
country pay ? 

Mr. Ho.utster. What part of economic assistance does the host 
country pay ? 

Mr. Avexanper. Yes. 

Mr. Ho.utster. It depends. There is no regular rule. In techni- 
cal assistance they always pay a substantial part and depending upon 
the wealth of the country generally, it is perhaps several times what 
we pay. In a few countries it is somewhat less. When you get to 
development assistance, there again it depends on individual proj- 
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ects. Sometimes the country contributes substantially, sometimes 
very little, but there is not any rule of thumb. vie ae 
Mr. Arexanper. I heard of one country where a contribution in- 
cluded the country’s estimated loss of import duties on items which 
the United States gives to it. 
Mr. Hotusrter. I never heard that. They might make such an esti- 
mate. Idonot know. I never heard of that. 


STIMULATION OF AGRICULTURAL PRODUCTION IN FOREIGN COUNTRIES 


Mr. Arexanver. The Agriculture Committee had a hearing some 
time in 1955 in which it pointed out the decrease in acreage in this 
country of products in which we had a surplus, for example cotton, 
while at the same time the economic assistance program was going 
all over the world stimulating production. 

Would you care to discuss in a broader sense how much assistance 
is given and whether any thought is being given to that problem? 

Mr. Ho.iister. We have given a lot of thought to that. Asa gen- 
eral rule, we do not contribute directly to increased production of 
crops of which the United States has an exportable surplus. Ob- 
viously, any improvement we make in the agricultural area in the 
way of supplying fertilizers and things of that kind must help in- 
crease production of one kind or another, agricultural production. 
It is obvious that if we want to develop a country and keep people 
from starving, we have to try to give them enough to eat. There 
will be a certain amount of that, but it is a thing we are watching 
very carefully to see we do not increase the competitive picture in 
those crops to which I referred. 

Mr. Atexanver. There is a lot of material in this report which 
points out directly that this was true and shows the relationship of 
the development in foreign countries and the decrease of acreage 
and the decrease of our foreign markets. 

I personally think it is very important that we do not stifle our 
own commodities here at home because I think there are many other 
things we could have them produce. 

Mr. Horuister. I should add we are doing our best to bring about 
diversification in countries—particularly in those countries where this 
situation occurs. So if we can get them diversified in their crops, 
they would be a lot better off. 

Mr. AtexanveR. That is all I care to ask. 

Mr. Passman. Mr. Taber. 


USE OF PUBLIC LAW 480 FUNDS FOR OFFSHORE PROCUREMENT PURPOSES 


Mr. Taser. How many offshore procurement items for delivery to 
beneficiary countries could be procured and paid for out of counter- 
part currency that is generated by Public Law 480? 

In connection with that, it would seem as if we ought to be able to 
procure the items the beneficiary countries do not have in those coun- 
tries where we might have counterpart funds available. I am won- 
dering what we could do about taking advantage of that. 

Mr. Hoxuster. I can get you the figures on that. We do use some 
Public Law 480 funds. You are talking about military procurement? 

Mr. Taper. Any kind. 
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Mr. Ho xutsrer. I could refer you to this pamphlet. We will get 
that figure. There are various sections. 

Mr. Taner. Could you give to us something of that kind by country 
and by category of activity that might be taken care of in that way? 
It would seem we ought to use these funds as much as we could to 
reduce the drain on the Treasury. 

Mr. Hoxutster. On page 16 of the pamphlet which we distributed to 
you today, Relationship of the Surplus Agricultural Commodities, 
you will see a table showing the planned uses of foreign currency. 
The mere fact that they are . planned does not. nec essarily mean that 
we have gotten around to it yet. 

Unfortunately, they are only given by sections rather than by 
description—104 (c) is military procurement. You will see that is 
planned for about $241 million. 

You asked about all kinds of uses, did you not, not just offshore 
procurement ? 

Mr. Taser. Yes. 

Mr. Houutster. This military procurement is used by us in various 
countries. The purchase of goods for other countries—— 

Mr. Taser. If it takes considerable language to throw it together 
and considerable study, perhaps that ought to be for the record. 

Mr. Hoxutster. Let me explain that to you. 

Mr. Taser. We ought to have that picture in front of us when we 
come to consider the bill. 

Mr. Passman. Without objection, this information will be inserted 
in the record at this point. 

(The information referred to follows :) 


Title I, Public Law 480, foreign currencies which could be available for offshore 
procurement uses under agreements signed through April 195? 


{In dollar equivalents] 


Country } Sec. 104 (c) ! | Sec. 104 (d)? | Country See. 104 (c) ! See. 104 (d)? 
Austria_. TESS SS ES | 2,000,000 || Japan | 10, 900, 000 
Brazil | 2, 000, 000 | Korea 65, 100, 000 | j 
China (Taiwan) | 4, 900, 000 |... | Palestine | 74,300,000 
Ecuador. | 100, 000 | Yugoslavia 88, 800, 000 
France. | | 600, 000 || | — 
Iran 5, 900, 000 |_- Total 241, 100, 000 | 23, 500, 000 
Italy. : 10, 000, 000 | 

| 
' ! 
1 104 (c), to procure military equipment, materials, facilities, and commodities for the common defense. 


2 104 (d), to finance the purchase of goods or services for other friendly countries. 


Mr. Taser. Mr. Chairman, we are approaching the Ist of July, s 
I do not know whether this question should be on the record or not. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Wigglesworth. 


RECAPITULATION OF BUDGET ESTIMATE AND MUTUAL-SECURITY PROGRAM 


Mr. Wieateswortn. I would like to pull together a few figures, 
if I can, for the sake of simplification. As I understand it, you are 
asking $3,865 million this year, which compares with $3,800 million 
in the current; is that correct ? 

Mr. Houutster. Yes, sir. 
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Mr. WiceLeswortu. And you contemplate an expenditure of $3,900 
million overall as compared with $3,800 million estimate in the current 
year. 

Mr. Hotuisrer. Yes, sir. When you refer to $3,800 million against 
our appropriation request, that was the appropriation given us this 

ear. 

Mr. Wiccieswortn. That is what I mean. Then in addition to that 
there is the request for the reappropriation of $554 million. You 
have told us about $54 million. The bulk of it, $500 million, we are 
going to get from the military people. 

Mr. Houuister. Yes, sir. 


MUTUAL DEFENSE PROGRAM 


Mr. Wieei_eswortH. Under “Mutual defense” the chart you gave = 
shows a request for military assistance plus defense support of $2.8 
billion. That apecrcny compares with an appropriation for the 
current year of $3.18 billion. Is that correct? 

Mr. Hoxiisrer. Yes, sir. I should point out, however, that the 
defense support for the current year has included in it a substantial 
amount of funds which do not belong in that area which we are 
defining as defense support for the fiscal year 1958. In other words, 
they were not for military purposes. 


ECONOMIC AND TECHNICAL COOPERATION PROGRAM 


Mr. Wiceieswortn. Under “Economic and technical cooperation” 
the chart shows a request for $500 million and apparently in this year 
you had an appropriation of $ $250 million. 

Mr. Horuisrer. In addition to that part of defense support to which 
I just referred which belongs in the development area rather than in 
the pure defense-support area. 

Mr. WiaGieswortH. You indicate that of the $250 million, you 
utilized $180 million, and in addition $230 million from defense sup- 

ort which would give a comparative figure of $410 million with the 
£00 million you are now requesting. 

Mr. Houuister. Yes, sir. 

Mr. Wiccieswortrn. Under technical cooperation the chart shows 
a request for $169 million, which apparently compares with a figure 
this year of $152 million. 

Mr. Hoxusrer. Yes, sir. In both those figures is included the 
United Nations technical assistance and the organization of American 
States technical assistance. 


MULTILATERAL AND OTHER NONREGIONAL PROJECTS 


Mr. WicGieswortn. Under multilateral and other nonregional 
projects the chart shows a request for $96 million, which I think com- 
pares with $85 million in the current year. 

Mr. Houuisrer. Yes, sir. 


SPECIAL ASSISTANCE PROGRAM 


Mr. Wigciesworru. Under special assistance the chart shows a 
request of $300 million, $100 million of which is programed, $200 
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million of which is for contingencies, and I am not just sure what 
the comparable figure for the “current year is. Is it $100 million? 

Mr. Hoxuisrer. There would be in that special assistance some of 
what appears in defense support in the current year and perhaps 
some of what appears in development assistance in the current year 
because for the coming year our development loan fund will be all 
on a loan basis. Some of the development assistance for the current 
year was on a grant basis. It is not easy to aline exactly figures for 
next year against this year in those areas. 

Mr. Wiccieswortu. What was the figure for contingencies in the 
current year ? 

Mr. Houuistrer. $100 million. 


ASIAN DEVELOPMENT FUND 


Mr. Wiacereswortu. In addition to that, there was the so-called 
Asia fund? 

Mr. Howttster. The Asian development fund does not appear in 
either year because it is not an ete ution in the year. It was an 
appropriation of a previous year 


OBLIGATION AND EXPENDITURE ANALYSIS BY FUNCTION 


Mr. Wieeteswortn. Looking at the chart on page 64 of the world- 
wide summary statement, it appears that the peak in terms of appro- 
priations was $7.4 billion in fiscal 1951, the present request being $3.9 
billion, and that the peak of expenditure was $5.7 billion in 1953, the 
present estimate for 1958 being $3.9 billion. 

Mr. Houuister. Yes, sir. 

Mr. Wiacrrswortn. Has that chart in substance been called for 
for the record? 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. WiacieswortH. I understand the chart is already in the record. 

It may be here, and I do not want to take the time to get it at the 
moment, but I would like for the record and for the purpose of 
simplification in tabular form two tables. The first applies to expendi- 
ture and should show in 2 columns: A, military; and B, economic. 
First, the unexpended balances as of June 30, 1957; second, the new 
money made available in 1957; third, the total availability for 1957; 
fourth, the estimated expenditure in 1957; and fifth, the estimated un- 
expended balances of June 30, 1957. 

Mr. Hotuistrer. You want that in chart form? 

Mr. Wiaeteswortn. Just a table. 

Mr. Hotsister. It is right here on page 65, all the figures. 

Mr. Wieereswortu. Maybe they are all in there. 

Mr. Houser. Right below the chart you referred to on page 64. 
Page 65 is what you asked for by categories. In the next table 
they are split by functions and regions. If you would like it in chart 
form 

Mr. Wiacieswortn. For simplification purposes and for the rec- 
ord I would like to have the table I have requested and have it car- 
ried through the next fiscal year, so as to show the new money re- 
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uested in 1958, total availability if allowed, estimated expenditure 
in 1958, and estimated unexpended balance as of June 30, 1958. 

I would also like a similar table in respect to obligations. 

(The information referred to follows :) 


Mutua Security ProcrRaM 


Obligation analysis by function, estimated status through June 30, 1958 


[In thousands of dollars] 





| 
Military | Economic | Total 








Unobligated June 30, 1956, continued available in fiscal year 
1957... .-- 142, 468 | 337, 968 


New appropriation, fiscal year 1957 TS Be eae 1, 749, 070 | 3, 766, 570 

















Total available, fiscal year 1957... .....-...-.-.-.---.--- 2, 213, 000 1, 891, 538 4, 104, 538 
Estimated obligations out of fiscal year 1957 funds____.__....-- 1, 713, 000 1, 705, 990 3, 418, 990 
Estimated unobligated June 30, 1957 (1957 funds) ea 500, 000 | 185, 548 685, 548 
Estimated unobligated June 30, 1957 (recovery of prior year | 
RIOUUD cies Sedat dies 5 5} 5 4h “5 6455545 -436b 5-4 bCNUSES-OS-—Haaae| 25, 000 | 25, 000 
Total estimated unobligated balances June 30, 1957 500, 000 | 210, 548 | 710, 548 
Less amount proposed for return to Treasury ----_- nies — | ~—71, 950 | —71, 950 
Appropriation request, fiscal year 1958 niichniipiaaiinieds 1, 900, 000 | 1, 964, 410 | 3, 864, 410 
Total available, fiscal year 1958__..._________- __---..-| 2,400,000} 2, 103, 008 | 4, 503, 008 
Estimated obligations, fiscal year 1958_-_......._.-.---.-------| 2, 406, 000 | 2, 103, 008 | 4, 503, 008 
Estimated unobligated June 30, 1958. ....._._..-.-... 18 0 | 0 | 0 


| 


Expenditure analysis by function— Estimated status through June 30, 1958 


{In thousands of dollars] 














Military | Economie | Total 
Unexpended June 30, 1956....__- i -eee-an---s-| 4,568,094} 1, 797, 567 | 6, 360, 661 
New appropriation fiscal year 1957. __- ‘cemmcsemcalet 2, 017, 500 1, 749, 070 3, 766, 570 
Total available 1957.._..___- bemenccucecucccceaccsacel GM. 2G) “see 
Estimated expenditures 1957___.-_- cares Sa ne 2, 200, 000 1, 622, 547 | 3, 822, 547 
Estimated unexpended June 30, 1957............--.-...- | 4, 380, 504 1, 924, 090 | 6, 304, 684 
Less amount proposed for return to Treasury - -- pee Se toseal —71, 950 | —71, 950 
Appropriation request fiscal year 1958__....._._-_- Sas 1, 900, 000 1, 964, 410 | 3, 864, 410 
Total available fiscal year 1958__ tna | 6, 280, 594 | 3, 816, 550 | 10, 097, 144 
Estimated expenditures fiscal year 1958. -- tie a kaa 2, 200, 000 | 1, 711, 369 | 8, 911, 369 
Estimated unexpended June 30, 1958..................~.} 4, 080, 594 2, 105, 181 | 6, 185, 775 





Mr. WiccLeswortu. Am I correct that in general the military con- 
siders it needs an unexpended balance equal to about 2 years’ expendi- 
ture in view of estimated lead time and that the economic division 
wants an unexpended balance equal to about 1 year’s expenditure? 

Mr. Ho.usrer. That is roughly it. 


LOCAL CURRENCY AVAILABILITY 


Mr. Wiccieswortn. The local currency question is still not en- 
tirely clear in my mind but am I correct that in estimating the piec- 
ture we have to know, first, the amounts which will become available, 
second, the amounts which will be turned over to ICA and, third, to 
what extent in terms of country and in terms of type of aid those funds 
are valuable ? 
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Mr. Ho.uistrer. Yes} sir. 

Mr. Wiceieswortu. In other words, you cannot use local currencies 
of one country probably in another country, and you cannot use local 
currencies probably where the situation in a particular country calls 
for dollar exchange? 

Mr. Houtusrer. That is correct. It is true that we can do a cer- 
tain amount of triangular trading. We can use a currency available in 
one country to buy something for another country but it is not a simple 
proce eeding, and it is not popular in international circles as it inter- 
feres with trade generally. 


NUMBER OF EMPLOYEES 


Mr. Wiccieswortu. You discussed with Mr. Lanham the matter 
of administrative expenditure and your request for $35 million, or an 
apparent increase of $4.8 million and an actual increase of $3.7 
million. 

Can you furnish for the record the number of employees that you 
have on your rolls, (@) at home and (6) abroad in fiscal 1957, and as 
planned in fiscal 1958 ¢ 

Mr. Houuister. Yes, sir. 

Mr. Wiceteswortu. I was not clear as to the ultimate effect of the 
development fund, if it should be approved, in terms of personnel. 

(See p. 1057 for information on additional employees required for develop- 
ment loan fund; see p. 287 for numbers of employees by years.) 

Mr. WiceteswortH. You said, I believe, that you thought you 
would need about 10 more people in fiscal 1958 ? 

Mr. Hotuisrer. Yes, sir. 

Mr. WiceLeswortu. I had supposed that one of the advantages of 
the fund would be a reduction in the long run, anyway, as compared 
with personnel which we now have on the rolls. Is that true or not 
true ¢ 

Mr. Houtister. There should be a reduction in the long run, I be- 
lieve. I do not see how it could be immediate; as I say, I ‘think there 
would be a small increase in administrative costs as a result of the 
development loan fund. 

There must be a transition period, of course, in which current ac- 
tivities in that field are transferred to the development loan fund 
and, of course, we expect to transfer personnel into that activity as 
fast as we can. 


TOTAL NUMBER OF ICA PROJECTS 


Mr. Wiceiteswortu. How many projects, all told, are we operating 
at the present time? 

Mr. Hoxuistrer. In the world? 

Mr. Wiccieswortnu. Yes. 

Mr. Ho xutster. 2,000 is the figure. 

Mr. WicertxeswortH. There has been no material change in number 
since a year ago ? 

Mr. Hotraster. I would think not much. 
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TOTAL NUMBER OF MISSIONS 


Mr. Wiccteswortu. And how many missions have we in operation ? 

Mr. Houser. I believe about 55 missions. 

Mr. WicGLeswortu. Does that figure include both military and eco- 
nomic where they are in the same country ? 

Mr. Ho.uister. Well, we have many more than there are military 
missions. 

I guess we have an economic mission everywhere there is a military 
mission, but the reverse is not the case. The military is 34. 

Mr. WiccLesworrn. Thirty-four military in addition to the 55? 

Mr. Hotuister. No. They are in the same country as our 55, but 
what I am trying to point oa is that there are many countries where 
we have economic missions, but where there is no military mission, 

Mr. Wicereswortu. Could we have for the record a table which will 
indicate the countries where these missions are (a) military and (6) 
economic ? 

Mr. Hoxuister. Yes, sir. 

(The information requested follows :) 


COUNTRIES RECEIVING A1ip UNDER MUTUAL SECURITY PROGRAM 


Countries with fiscal year 1958 programs, military assistance only, 10 countries: 


United Kingdom Republic of Germany Netherlands 
France Norway Luxembourg 
Italy Portugal 
Denmark Belgium 


Countries with fiscal year 1958 programs, military and economic, 28 countries: 


Spain Taiwan Colombia 
Yugoslavia Philippines Dominican Republie 
Greece Korea Ecuador 
Turkey Japan Guatemala 
Traq Vietnam Haiti 
Iran Laos Honduras 
Pakistan Cambodia Nicaragua 
Ethiopia Uruguay Cuba 
Peru Brazil 
Thailand Chile 
Countries with fiscal year 1958 programs, economic aid only, 21 countries : 
Costa Rica Afghanistan Liberia 
El Salvador India Ghana 
Mexico Indonesia Tunisia 
Panama Israel Libya 
Paraguay Ceylon Burma 
Venezuela Nepal Jordan 
Bolivia Morocco Lebanon 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Wiccieswortu. Last year on the floor a question was raised as 
to offshore procurement. 

I would like to get for the record the total amount of offshore pro- 
curement to date, and the estimated amount of offshore procurement 
which is proposed in fiscal 1958. Also what percentage of offshore 
procurement comes to American industry. 

Mr. Houuisrer. We can furnish that. 
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(The information requested follows :) 


The estimated amount of offshore procurement for fiscal year 1958 is $100 
million. Statistics are unavailable as to the percentage of offshore procurement 
funds which come to American industry. 


Mr. PassMan. Will the gentleman yield ? 

Mr. WiccieswortH. Certainly. 

Mr. Passman. Would it not be helpful if we should insert in the 
record at this point pages 25, 26, 27, and 28, which provides descriptive 
information concerning the offshore procurement program ? 

Mr. Wiacteswortu. I have no objection to that. 

Mr. Passman. Without objection, we shall insert those pages in the 
record at this point. 

Mr. Hoxuisrer. This is military only. 

Mr. Passman. We should like to have it included because it is not 
classified. 

Mr. Horiisrer. Very well. 

(The pages referred to follow :) 


NONREGIONAL PROGRAMS, OFFSHORE PROCUREMENT, MUTUAL DEFENSE ASSISTANCE, 
MILITARY ASSISTANCE 


Background.—There are three sources of supply for items included in the 
approved military assistance materiel program. Some of the items can be fur- 
nished from supplies on hand in the Army, Navy, or Air Force. Many of them 
come from new production in the United States. The third source is “offshore 
procurement” (OSP), a term used to describe purchase by the United States 
of military equipment and supplies from sources outside the United States 
for delivery to other friendly countries, as part of the military assistance pro- 
gram. This type of procurement was first undertaken in a relatively small way 
in connection with aid to Greece in 1947 because the United Kingdom was then 
the only source of supply for replacement, spare parts, and ammunition for the 
British types of military materiel with which the Greek armed forces were 
equipped. If this equipment had not been procured offshore in the United 
Kingdom, it would have been necessary to completely reequip the Greek armed 
forces with United States type equipment, an extremely costly undertaking. 

When the military assistance program was initiated in 1949, it was planned 
to supply United States types of equipment to our allies, mainly from existing 
United States stocks. It was also planned that any new procurement would, 
in part, be delivered to United States forces to replace stock items previously 
shipped to our allies. At that time, this seemed to be the most expeditious way 
of getting weapons into the hands of Allied soldiers, and thereby strengthening 
the overall capability of the free world to resist aggression. The attack in 
Korea, however, upset these plans; and the stocks of military equipment and 
ammunition which had been programed for delivery under the military as- 
sistance program were necessarily diverted to meet the urgent requirements of 
the Korean war. A new source of production had to be found and OSP was 
introduced to supplement United States production, which was straining to meet 
the need of the Korean conflict. 

Equally important were the logistic and strategic considerations. From the 
military point of view, it was considered essential, in case of war, that the 
maximum capability to produce replacements, spare parts, and ammunition 
be available from sources close to the actual fighting, and not be subject to the 
hazards and delays of a long and precarious pipeline from the United States. 
In addition, there were other benefits flowing from this action which were im- 
portant to the United States: 

1. The opportunity to save money for the United States taxpayer. In many 
instances, especially in shipbuilding, it was possible to procure in Europe or 
Japan military equipment of types suitable for use by the recipient countries’ 


forces at a cost less than that for purchasing equivalent equipment in the United 
States. 
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2. The furtherance of United States political and economic objectives abroad. 
As the Marshall plan was diminishing in size, many of our European allies still 
had balance-of-payments difficulties, particularly with the dollar area which 
were in part overcome by OSP. Our OSP program was also instrumental in 
some countries as a means of combating Communist influence in the trade-union 
movement. 

The four basic criteria which have always governed, and continue to govern, 
the placement of offshore procurement contracts are set forth in a Department 
of Defense directive, dated August 17, 1951. These criteria are that such pro- 
curement will not result in one or more of the following : 

1. Unjustifiable cost in comparison with procurement in the United States. 

2. Militarily unacceptable delays in delivery. 

8. Serious adverse effects upon the United States economy, employment, or 
industrial mobilization base. 

4. Threat to the security interests of the United States. 


OFFSHORE PROCUREMENT 


Fiscal year 1951-57 program.—Since 1951 the United States has purchased in 
Europe and the Far East a selected portion of the materiel to be furnished to 
friendly foreign nations under approved military assistance programs. During 
the period, military assistance program offshore procurement contracts totaled 
about $2.71 billion, with expenditures as of December 31, 1956, amounting to 
$2.12 billion, or 78 percent of the value of contracts placed. 

The greatest volume of offshore contracts was placed in fiscal year 1953 when 
the amount totaled about $1.6 billion. In fiscal year 1956, the amount of new 
procurement offshore was only $62 million. Of the total orders placed to date, 
$2.57 billion has been placed in Europe, largely in NATO countries, with the 
remainder awarded to the Far East area, principally Japan. 

The largest single procurement category is conventional ammunition. The 
orders for conventional ammunition have been important in meeting training 
and war reserve requirements in friendly foreign countries. Ammunition orders 
to date total $1.18 billion, or 43 percent of the total orders placed. In the main, 
ammunition procured has been of United States types and the bulk of orders 
was placed at a time when United States industry was engaged in fulfilling the 
requirements of the Korean campaign. 

The second largest category of procurement is aircraft, spare parts, and sup- 
porting equipment in the amount of about $460 million. Many of the aircraft 
contracted for under this program were of European types. 

The third largest category of materiel procured offshore, amounting to about 
$360 million, is ships and harbor craft. These items are principally of foreign 
design and were produced in foreign shipyards at costs appreciably less (in some 
cases as much as 50 percent less) than United States costs for comparable items, 

With the exception of ammunition, offshore procurement orders involved pri- 
marily items of non-United States design—e. g.—British Centurion tanks, 
European-type radar, BOFORS, L/70 40 mm. AA guns, naval craft and aircraft 
of foreign design and British-type weapons. 

On the basis of the end-items included in the materiel program, the status of 
service stocks and the state of the United States industrial mobilization base, 
it is estimated that about $110 million may be obligated in fiscal year 1957 for 
offshore procurement on a worldwide basis. 

Fiscal year 1958 program.—lIt is estimated that the fiscal year 1958 program 
will be in the same general order of magnitude as that for fiscal year 1957. In 
contrast to previous years, it is anticipated that a larger percentage of the off- 
shore procurement orders in 1958 will be placed in the Far East and, in addi- 
tion, the total orders will involve only a relatively small amount of ammunition. 
In general, OSP will be used primarily to (@) obtain foreign-type items of 
materiel needed to meet an approved military requirement, or to (0) develop 
arrangements of special benefit to the United States, such as cost-sharing pro- 
duction schemes or production capabilities in soft currency areas for use on a 
regional basis. 

The reduction in ammunition orders will undoubtedly result in some of the 
ammuntion plants in both Europe and the Far East being put into mothballs., 
The United States will assist these countries in placing these plants in a standby 
status with the understanding that the governments concerned will agree to 
maintain the plants on a standby basis for future use in the event of war. 
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MuTUvAL ASSISTANCE PROGRAM OFFSHORE PROCUREMENT 


Obligations by fiscal year and country of production ! as of Dec. 31, 1956 
[Millions of dollars] 
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Fiscal years} Fiscal | Fiscal | Fiscal Fiscal Fiseal year | Cumula- f 
Country 1952and | year year year | year 1957 | 1954-56 (ad-| tive as of 
1953 (ad- 1954 1955 1956 |(Jul.-Dec. | justments) | Dec. 31, 1956 
justments) 1956) 
- monet |] ——-|---} - —-} ——-—— | 
Worldwide total_-....-- . ie | $2, 211.4 | $448.9 | $159.9 | $61.5 $8.8 —$177.1 $2, 713.4 ' 
——— —>=_ _— SS  ————S=—_ — ———SI—E_ SOS OE OS — ' 

Europe and Near East. -__....-- 2, 161.5 369. 1 153. 9 57.6 6.5 | —174.9 2, 573.7 

NATO.........----------------| 31156] 3422] 1265] 525) 65| —141.5 2, 501. 8 | 
I 8 aicnineene ces 105. 1 37.7 5 0 0 —13.4 | 129.9 j 
Denmark - ..-- ibsesteadse 15.3 1.3 0 .8 0 —.2 17.2 
ties ween ct he 1, 018.1 13.0 47.3 7.9 0 —25.9 | 1, 060. 4 
Germany....-..-- an 11.3 7.8 3.0 5.7 (2) —1.1 26.7 
is os tatu dined de eae | 34.0 1.1 10.4 0 0 —.2 45.3 
ie cctnernin oa 362. 5 91.2; 39.5 13.7 2 —48.0 459. 1 
Luxembourg -._....---- ; 5 o 0 0 0 +.1 8 ; 
Netherlands............-.-- 76.8 2.5 2 2 2 —40.1 39.8 i 
TOE ny dinA chs wna cnppinins ‘a 22. 5 4.1 .6 5.4 2 —5.2 27.6 ' 
iia mes es ne 18.3 0 0 oe 0 +.4 18.7 { 
Turkey -.-__-- ROR oie 8.5 | 9 2.8 0 0 | —.1 12.1 ; 
United Kingdom..__....... 442.7 | 182.4 22.2 18.8 5.9 | —7.8 664. 2 : 

Other Europe and Near East..| 45.9| 269| 27.4; 51| 0 | $3.4 71.9 
indeed scsi 29s. 0 i) ) 2.0 or" 0 2.0 
ere heer ahs cde idh 0 0 2 0 0 (?) (?) } 
Spain. -__. Fi hitecdbbdedig a7 7.0 27.4 3.0 0 +6.4 46.5 : 
Switzerland.............. : 37.8 6.1 0 1 0 —39. 6 4.4 
Tee st... Sco 5.4 13.8 0 0 0 —.2 19.0 

——<—— = 0 E————— =| —_—_— —— | << =} — a | | —— — 

War ae oo FP 49.9] 70.8| 6.0 3.9 2.3 —2.2 | 139.7 
ite hos 5 okies dil es 43.8| 71.1 5.9 3.2 2.3 | —4 121.9 
DUNDES. « on nn oe es cncs .3 8} 0 0 0 +2.0 3.1 
PII Epic scenic ow ainis 5.8 7.9 | in ow 0 +.2 14.7 

| 














1 Excludes facilities assistance and mutual weapons development programs and purchases made by the 
London Logistics Group. 
2 Less than $50,000. 
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Expenditures by fiscal year and country of production! as of Dec. 31, 1956 
[Millions of dollars] 



































Fiscal Fiscal Fiscal Fiscal Fiscal Fiseal year |Cumulative 
Country year year year year year 1957 (July- | as of (Dee. 
1952 1953 1954 1955 1956 Dec. 1956) 31, 1956) 
Bays cl ats Te Ee 

Worldwide total _..........-- $8 5 $198 8 $473. 1 | $622.0} $665.5 | $157. 2 $2, 120. 1 
== —— | =— = = —— ——— | ————— = ———<—<—_—<——————— 
Europe and Near East.......| 3.5 | 1956 | 447.6 | 587.6 | 628.9 | 1338| 1,997.0 
—_ — — | — =| — ——<————<—— 
MP Osis. 228i 550s. eta "3.6 1956 | 446.4| 6762| 623.8 | 124.3) 1,969.8 
OSS Seed gr 6.6 | 6.9 23.5 31.7 | 4.5 73 2 
Denmark - - - - S dawned 0 8 1.4} 5.7 6.2 1.3 15.4 
th 1 .kocadeetedeere 1.3 140. 4 221. 2 | 309. 8 | 275. 5 43.0 991.2 
NN 6 wich > nb ekting .3 4.6 1.8 4.3 7.2 .9 19.1 
Greece cececadsacanpaee A 7 47 11.0 18.5 6.6 41.6 
PecUschvwowssé. St < 28 0 7.9 107. 4 125. 3 88.0 31.3 359.9 
Luxembourg. ---.--.---- 0 2 1 6 0 0 8 
Netherlands--...-......-.- @) | 5.9 9.9 | 6.3 10.6 3.0 35.7 
SE <n scavecbodecstooe 0 1.4 3.4 | 4.1 5.8 1.8 16.5 
Portugal_...... Sdvebil fd 0 0 5} 2.2 4.6 1.9 9.2 
Turkey -_- e 0 0 0 | 3.6 5.5 a 10 3 
United Kingdom. _-.._- 1.2 27.7 | 89.1 | 79.9 170. 2 | 28.8 | 396. 9 
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Philippines -.....-.....-- 0 0 5 4] v 3 1.4 
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1 Excludes facilities assistance and mutual weapons daedivenns programs and purchases made by the 
London Logistics Group. 
2 Less than $50,000. 


Mr. Wiccieswortn. You talked with Mr. Alexander about the im- 
portance of trying to let the people of the aided countries know what 
you are contributing. I understood you to say that you are making it 
a practice to ask the countries involved to help in this connection. 

I am interested to know whether or not you feel that an increase in 
cooperation along this line is being realized. 

Mr. Hoxuisrer. I think so; yes. We have run into some difficul- 
ties but, in general, I think it is improving. 


THIRD COUNTRY TRAINING 


Mr. Wiaeteswortn. We talked last year about the possibility of 
third country training programs; for instance, having technical as- 
sistance taught, we will say, by the people in the Philippines, to peo- 
ple of other countries. 

Is that general policy being extended ? 

Mr. Hoxuisrer. Yes; I would have to give you the figures to know 
to what extent we have been successful, but we have been pushing it. 

I should say that just yesterday I signed an agreement with the 
Governor of Puerto Rico under which we are increasing our activi- 
ties there in the Latin American area anid Puerto Rico itself is in- 
creasing its contribution to the general program in the way of ad- 
ministrative costs. I am told that the figures will indicate it is about 
double what it was last year. 
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Would you like to have those figures in the record ¢ 

Mr. Wicereswortu. I think it would be interesting if you could 
amplify your answer for the record so as to give a picture of just 
what we have been doing in this field. 

(The information requested follows :) 


Turrep Country TRAINING AND TRAINING IN PuErRTO RICO AND HAWAII 


Third country training for foreign participants is sponsored by ICA for several 
reasons: 

1. Where training in a particular field forms an integral part of the ICA 
program in a country and where such training cannot be obtained in the United 
States (for example, certain types of tropical agriculture such as coffee or rubber 
cultivation). 

2. In other cases training, while available, cannot be given as effectively in 
the United States as in certain third countries because the dissimilarity of 
problems, techniques, and conditions makes it difficult to transfer knowledge 
gained in the United States to local situations in the participant’s home country, 

8. In some cases, language problems makes it advisable to arrange for third 
country training rather than United States training. 

4. If the training facilities in a cooperating country are appropriate, ICA 
fosters utilization of these facilities in training nationals of other countries if 
(a) local currency of the country is available (e. g., proceeds from sales of sur- 
plus commodities) and might be used to finance third country training in that 
country; (0) the development of a training institution is an objective of the 
ICA program there and training nonnationals at the institution will strengthen 
it; (c) it will stimulate regional cooperation. 

The table below shows the trend rather clearly. In fiscal year 1955, 566 ICA 
participants were trained for 1 month or more in third countries. In fiscal year 
1956 this number increased to 1,045. In fiscal year 1957, based on the arrivals 
in the first half of the year, it is estimated that about 1,500 participants will be 
trained in third countries. 

The data in the table do not distinguish participants receiving training in 
Puerto Rico or Hawaii from participants being trained in continental United 
States. In fiscal year 1956, 649 ICA-sponsored participants were trained in 
Puerto Rico, as well as 110 sponsored by the United Nations and 187 under other 
sponsorship. During the same period 283 ICA participants were trained in 
Hawaii. 

Puerto Rico’s rapid economic and social development over the past two 
decades offers many lessons for newly developing countries the world over, 
The technical cooperation program had scarcely been announced in the United 
States in 1949 before Governor Muiioz-Marin suggested that Puerto Rico might 
provide a training ground. The United States Department of State looked into 
the possibilities and the first participants studying in Puerto Rico under a United 
States grant—15 in Latin American engineers and 1 doctor—arrived in May 1950. 
Since that time there has been a steady stream of technical specialists to study 
and observe in the island. Many of those sent by ICA are technical specialists 
from Latin America, the Near East, south Asia, Africa, and the Far East who 
get their training in continental United States and then spend part of their time 
in Puerto Rico. Many others spend their entire time in Puerto Rico. The advan- 
tage of their Puerto Rican study is to observe how advanced techniques have 
been applied to conditions more nearly approximating those in countries from 
which the participants come. 

Where Puerto Rico is particularly valuable for training Latin American 
participants, Hawaii has similar advantages for participants from the Far East. 
Asian visitors to Hawaii feel very much at home living among Americans whose 
forefathers came from their part of the world. Moreover, the bases for the 
island’s economy are similar to those of many Far Eastern countries. About 
one-third of the ICA participants trained in Hawaii are interested in tropical 
agriculture ; 13 percent in education; 14 percent in public health, and 10 percent 
in public administration. Others studied community development, industry, 
and labor. 
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TIME PERIOD BETWEEN APPROPRIATIONS AND OBLIGATIONS 


Mr. Wieccteswortn. There is another question about which we 
spoke last year, and that was the per iod involved between the making 
available of appropriations by the Congress and the date of obligation 
or commitment to the country involved. 

At that time there was often a lapse of as much as 6 months. I 
think the military program was considerably behind in its operations. 

Have you been able to shorten that up any in the current fiscal year? 

Mr. Houuisrer. Well, you are talking now about the time between 
the time the money is appropriated and its obligation ? 

Mr. Wicctesworrn. Yes; or that the commitment is made to the 
country so that it knows what it is going to receive. 

Mr. Hoxusrer. Well, we obligate, of course, in different ways. If 
we pay directly, the obligation is by a contract, but generally the 
operation is by agreement with the country. I am te alking about the 
economic side, and I am not diset ussing the reserving method which is 
used by the military. 

We have not been able to shorten very materially the overall time 
for obligating between the appropriation and the time that the money 
is appropriated and the time that it is obligated. We had an improve- 
ment this last year in the earlier months of the year, because in some 
activities we began in the summertime getting people ready for obli- 
gation. The only trouble is that as the program moves into project 
activity rather than a commodity program you get more and more 
complications, and difficult negotiations have to be carried on in order 
to do your job well. 

However, when you once get through obligating the easy part of the 
program the hard part of the program slows you up materially. 

We were very much worried that we would not get within our April 
30 deadline in having to obligate 80 percent of our moneys, and I feel 
sincerely it is a great mist: ake to have to meet such a deadline, because 
it tends to cause “undue haste in planning and in obligating. 

Mr. Wicaieswortn. Well, I have found that some of these coun- 
tries were disturbed because the appropriation was passed, say, July 1, 
and then nothing would happen until around November or December. 

Mr. Hotuister. It is almost impossible to move faster than that 
except in a few things which are routine, and which you would have 
ready to act upon as soon as the Congress acts. You see, we cannot 
obligate a cent until we get the appropriation. We can do a certain 
amount of planning, but until we know the size of the appropriation 
and the restrictions which may be put on it by the Congress in giving 
it, we are not able to go very far in our planning cycle. Therefore, we 
are forced to work everyone overtime and, too, in our working out 
communications with countries which sometimes are weeks away, as 
far as letters are concerned, we find we really do not have time 
to do the kind of a job we ought to do. 


ILLUSTRATIVE PROGRAMS JUSTIFICATIONS 


Mr. Wieerrswortn. Coming back to these illustrative programs, 
I know they have been presented with a view to being helpful, but I 
think they have been pretty unsatisfactory from the standpoint of 
this committee not only because they are only illustrative but also 
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because of the transfer authority contained in the act. I take it from 
what you say, they have been unsatisfactory from the Administration’s 
standpoint also ? 

Mr. Howuisrer. We think in the long-term development field that 
they are unsatisfactory. We do not consider them entirely unsatis- 
factory in other areas. We only want to repeat that a certain amount 
of discretion should be allowed for a changing world, and I think the 
Congress has recognized that in giving us a transfer author ity which, 
incidentally, we have not completely used up at all. 

Mr. WiaGLesworrn. What the Administration is, in effect, suggest- 
ing, as I understand it, is substituting for these programs the power 
in ICA to act in respect. to specific projects under specified criteria, 
on the principal of the Export-Import Bank, subject to the right of 
the Congress to curtain the requested borrowing authority at any time 
in the light of an annual budget under the Government Cooperation 
Control Act and detailed presentations covering past activities, and 
items under consideration as to the future? 

Mr. Houuisrer. Yes. I should say in connection with what I said 
2 minute ago that there will be no transfer rights with respect to the 
development loan fund. In other words, we will not have any author- 
ity to transfer out of the development loan fund or into it under the 
proposed legislation. 

Mr. Wicctesworrn. I think that is all, Mr. Chairman. 

Mr. Passman. Mr. Ford? 


AUTHORITY TO REDUCE DEVELOPMENT LOAN FUND IN 1959 AND 1960 


Mr. Forp. Mr. Hollister, from page 9 of S. 2130, which is the bill 
approved by the Senate, I would like to read two sentences. They are 
as follows: 

(a) There is hereby authorized to be appropriated to the President without 
fiscal year limitation, for advances to the fund, not to exceed $500 million. In 
addition, unless disapproved in the appropriation act, appropriating funds pur- 
suant to the authorization contained in the preceding sentence, the Secretary 
of the Treasury is authorized and directed to make, beginning in the fiscal year 
1959, loans to the fund in amounts needed to cover obligations incurred against 
the fund. 

First, is that the language which the Administration requested ? 

Mr. Hotutster. I think that is unchanged. It looks familiar. 

Mr. Forp. Secondly, I presume if this |: anguage is approved in the 
final version of this act by this Congress, the next step in implement- 
ing this language would ‘be an appropriation in the amount of $500 
million: - is that correct ? 

Mr. Hotister. Y es, sir. 

Mr. Forp. Bearing in mind the language which I read to you, would 
the appropriation of $500 million in the Appropriation Act for the 
fiscal year 1958, or any sum under that, mean that Congress bia be 
precluded from thereafter changing the loaning authority for fiscal 
years 1959 and 1960 to the extent of $750 mi illion i in each year ? 

Mr. Houutster. No, sir. Congress could withdraw this authority 
at any time. 

Mr. Forp. I call your attention—— 

Mr. Hortister. I should point out there is no authority to obligate 
during the coming year more than the $500 million. Therefore, there 
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is no way in which that 1959 money could be anticipated through 1958 
obligations. 

Mr. Forp. I call your attention, however, to this language, and let 
me read it to you again: 

In addition, unless disapproved in the appropriation act, appropriating funds 
pursuant to the authorization contained in the preceding sentence—— 

Mr. Hotuster. Now, however, no legislation of that kind would tie 
the hands of a future Congress. 

Mr. Forp. But, a literal reading of that language would indicate 
otherwise. 

Mr. Hotuister. That merely means if no further action is taken. 

Mr. Forp. But a literal reading of those words, in effect, conceivably 
could preclude the Congress from ever again changing the loaning 
authority for fiscal years 1959 and 1960. I ask you to read that lan- 
guage most carefully. 

Mr. Ho ister. I am reading it, and I see your point, but I do not 
believe that any such authority could be granted. 

If there is any feeling in the committee that there is danger of that 
kind, any language which would clear that up would be, of course, 
entirely satisfactory to the administration, because it was not intended. 

Mr. Forp. In other words, it was not the intent even though the 
words may read that way ? 

Mr. Hotuister. It was not the intent to tie the Congress in the 
future from changing what the Congress has passed on in the past, 
and offhand I do not believe that any Congress could say that no 
future Congress can change an existing situation provided we have 
not been given anywhere the authority to obligate ahead of time, 
which we are not. 

Then, it might well be said that once we had obligated the money, 
the Congress could not make us go back on contracts already made. 
If you will read the rest of the sentence, we are particularly indicat- 
ing the fact that we may not obligate more than $500 million in the 
coming year just to protect against that very thing. This leaves the 
Congress free to act after this year. 

Mr. Forp. However, assuming you have $500 million actually appro- 
priated in the appropriation bill for the fiscal year 1958, the literal 
reading of that sentence would appear to preclude the Congress from 
thereafter disapproving anything less than $750 million. 

Mr. Hotutster. May I read this from the Senate report which 
accompanied this bill? On page 13, the last sentence in the first full 
paragraph reads as follows, which is the sentence interpreting this 
language: 

In any event, Congress may at any time repeal or modify the power of the 
fund to borrow $750 million from the Treasury in fiscal year 1959 and fiscal 
year 1960 if such a course should prove desirable. 

So, the Senate with the same language before it interpreted it, as 
I have said we have interpreted it, and we would gladly include, of 
course, any clarifying language along those lines if the committee 
thought it was desirable. 

Mr. Forp. I think it might be helpful, so there is no doubt about 
it, to have it so written that the Congress feels it does at any time 
have that right by this method—if this method is approved—to make 
it less than $750 million. 
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Mr. Hotiisrer. We shall be glad to include any such language 
if the committee feels that there is any question on the subject. 


EFFECT OF DISAPPROVAL OF BORROWING AUTHORITY FOR DEVELOPMENT 
LOAN FUND 


Mr. Forn. If the borrowing authority is not granted, what effect, 
if any, would this have on your long-range project financing? 

Mr. Horsisrer. I think it would slow it up materially and I think 
it would leave in the minds of those countries with whom we would 
expect to negotiate these long-term agreements some question about 
the feeling of this country, as represented by the Congress, toward 
continuing a program of this kind beyond the coming year. 

Mr. Forv. As I understood the testimony earlier, in fiscal year 
1957 there is about $410 million in funding which would in effect be 
used for purposes for which you seek the $500 million? 

Mr. Hotutsrer. There is about that in the current year applied in 
this general kind of development work; yes, sir. It was not all 
loaned. Some of it was grant. 

Mr. Forp. There is $180 million in development assistance and 
£230 million in defense support ? 

Mr. Ho.utster. $182 million and $233 million; yes. 

Mr. Forp. In 1958 you are seeking, by the loan method exclusively, 
the right to obligate about $500 million? 

Mr. Hotitstrer. The right to obligate that much, but I should 
point out that, by having it as a continuing authority and having 
no-year funds, we would not be compelled to obligate it before the 

ear was up. We would have the right to obligate it, and it would 
be available and we can make our plans that way, but it would not 
necessarily have to be obligated before the close of fiscal 1958. 

Mr. Foro. According to the submission and according to the Sen- 
ate version of the authorization bill, it is contempl: ated you would 
have in fiscal 1959 $750 million and in fiscal 1960 another $750 
million ? 

Mr. Houutster. Yes, sir; the authority to obligate, which would 
not necessarily mean that those sums would be obligated at that time 
because those would be cumulative. 


EXPANSION OF DEVELOPMENT LOAN FUND IN FISCAL YEARS 1959 AND 1960 


Mr. Forp. The question arises in my mind as to why you have to 
have authority for an expanding program rather than one which is 
at least static in size? 

Mr. Hotuister. The administration’s position is that it will take a 
little while to get this program rolling in the way it should; that the 
sum of $750 million is, as far as present planning can look, the amount 
which should be used to do the kind of work which we feel should 
be done in this area, and that the $500 million, however, would be 
adequate for the first year because there will be some little time re- 
quired in working out these longer term and more useful programs. 

Mr. Forp. W hy do you think you need in fiscal years 1959 and 1960 
50 percent more in each of the 2 years than you think you need in 
fiscal 1957 ? 

Mr. Hottister. We have on record projects of this general type 
in the world in countries that we believe could be helped to the good 
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of the United States in this development area, projects amounting 
to something over $1 billion which, if the pressures were put on, prob- 
ably could be obligated in the coming year and about $1.1 billion the 
year after and about $1.3 billion the year after that, and we would 
hope to use the best of those programs in this area and, perhaps, 
others that may develop as time goes on, and that we believe this 
shows that. we can move into this field in the magnitude of the figures 
we have put into the request. 


MILITARY ASSISTANCE BUDGET PROGRAM 


Mr. Forp. As I understand it, the administration is requesting that 
your military assistance program which is strictly military would be 
in dollars $1.9 billion more on the assumption that there would be a 
reappropriation of the $500 million ? 

Mr. Ho.uister. Yes, sir. 

Mr. Forp. At the present time the military assistance funds are 
obligational authority on a 1-year basis? 

Mr. Ho.utster. Yes, sir. 

Mr. Forp. And you are requesting to have them placed on a no-year 
basis ? 

Mr. Hotuister. That is right; the same way in which the Defense 
Department conducts its activity. 

Mr. Forp. In looking over S. 2130 I do not find any figure that is 
comparable to $1.9 billion. Why is that? 

Mr. Ho.uister. This is the authorizing act. 

Mr. Forp. Well, if you want an author ization on a no- year basis for 
the military, do you not have to have not only the authority but the 
amount ? 

Mr. Hotuister. If we have a continuing authorization for a general 
purpose, then you do not have to state the amount. 

Mr. Forp. Where in S. 2130 is that authority given to put it ona 
no-year fund basis? 

Mr. Houuistrer. You are referring now to the Senate bill or to the 
one we put in? 

Mr. Forp. I am referring to S. 2130, which was, I understood, the 
bill which the Senate approved. 

Mr. Houutsrer. The bill which the Senate approved had this: They 
authorized to be appropriated to the President for use beginning in 
the fiscal year 1958, $1.8 billion, and for 1959, $1.5 billion. That is 
an act that the Senate passed. That is not what we requested. 

Mr. Forp. What did you request ? 

Mr. Hotutstrer. We requested no specific sum. We requested a 
continuing authorization with the idea that we would come before 
this committee with the figure that we expected we would propose 
for the coming year. 

Mr. Forp. In other words, they did not accept your recommenda- 
tion ? 

Mr. Howuister. That is correct. 

Mr. Forp. They did put in the continuing authority but they added 
$1.8 billion rather than $1.9 billion ? 

Mr. Ho.tistrer. They cut the $1.9 billion which we told them we 
would expect to ask the Appropriations Committee for, and they cut 
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that by $100 million and went on to say that the figure for 1959 
should his $1.5 billion which we did not ask in our request. 

Mr. Forp. You made no official request for any figure for fiscal 
1959? 

Mr. Horzisrer. No, sir; or 1958. We made no request for a spe- 
cific figure in the authorizing bill although we told the committee 
that we expected to ask the Appropriations Committee to appropri- 
ate $1.9 billion for this purpose and they went on, as I say, and 
inserted the figure of $1.8 billion for fiscal 1958, and $1.5 billion for 
fiscal 1959. 

Mr. Forp. Under the legislation you requested, the authorizing 
legislation, it, was an open ‘end authorization act, and no- year fund 
provision which would have permitted the Appropri: itions Commit- 
tees to appropriate any figure / 

Mr. Howuistrer. It permitted the Appropriations Committee to 
make a recommendation as to what it saw fit; that is correct. 

Mr. Forp. So, what the Senate did in effect is to give you the no- 
year fund provision but to impose a limitation / 

Mr. Houuistrer. Yes, sir. 

Mr. Forp. Plus a proposed limitation for fiscal year 1959? 

Mr. Houuistrer. That is right. 

Mr. Forp. Are you asking, or is the Administration asking, for a 
change before the House Committee on Foreign Affairs in regard to 
these | provisions ? 

Mr. Hoxuisrer. The administration is standing by its request for 
continuing authorization, and is already engaged in presenting a pro- 
gram involving $1.9 billion for fiscal 1958. 


ORGANIZATION OF MUTUAL SECURITY PROGRAM 


Mr. Forp. Could you give for the benefit of the committee how 
your current organizational setup is operating in the handling of your 
military assistance program, including defense support and develop- 
ment assistance ? 

Mr. Houuister. And technical assistance ? 

Mr. Forp. Yes. Could you give us a broad outline of how it works? 

Mr. Houuistrer. Yes, I can discuss it. I could, of course, give you 
an organization chart. 

In militar y assistance I have no operating activity except that func- 
tion which T spoke of as the coordinator of the whole mutual security 
program. Under that, there is a small staff working under me which 
is in steady contact with the Department of Defense, and to the ex- 
tent necessary, with the Department of State to keep in touch with 
how their spending is going along, and what their planning is, and 
every program must cross my desk for approval. 

Mr. Forp. Both military and economic? 

Mr. Houuisrer. Both military and economic; yes, sir; but when it 
comes to the actual operating side of it, that is run by the Department 
of Defense. 

Mr. Forp. But you have military people in your shop, do you not? 

Mr. Hoxutsrer. I do not have military people. I have civilians who 
are in touch with the military, who check this thing. We particularly 
do not have military people because the whole purpose of this coordi- 
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nating function is to see that civilians are watching to a certain 
extent, and looking at factors that conceivably the military might not 
take as much consideration of as they should. That is the theory for 
the coordination—-that and the fact that anything that is done in the 
military area abroad in the way of supplying hard goods and increas- 
ing the military potential of free countries involves an economic bur- 
den, and therefore directly affects the economic program which we 
have to carry on. 

We feel that the whole thing ought to be coordinated. I want to 
emphasize very strongly that all economic activities ought to be 
tightly coordinated so that different governmental organizations are 
not doing things at cross purposes to one another. 

Mr. Forp. The President has made certain recommendations as to 
how this program from an appropriations point of view should be 
changed in the next fiscal year budget submission, 


ORGANIZATIONAL STRUCTURE 


Would you in order to clarify it for the record put in the record a 
chart showing your current organizational structure, and also put in 
the record what you visualize to be the organizational structure if this 
recommendation of the President does become law ? 

Mr. Hotutster. I would be very glad to. 

(The information was furnished to the committee. ) 


PERSONNEL CHANGES 


Mr. Forp. Would you also show for the record any changes in num- 
bers of employees, if any, and any changes in how funds would be 
handled by the people in the executive branch of the Government ? 

Mr. Ho.tutster. Yes, sir. As I said earlier today, we would antic- 
ipate that there might be an additional number of employees amount- 
ing to about 10 brought about by the existence of the daedingueeat loan 
program. 

(The information requested follows :) 
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Mr. Forv. Would there be any change insofar as the way the mili- 
tary assistance funds would be handled ? 

Mr. Hourisrer. Well, there would be no change in that. They 
would still be run by the Department of Defense : and defense support 
will still be administered and conducted by the ICA. 

So, there would be no material change there. 


APPORTIONMENT OF FUNDS 


Mr. Forp. Under the current system of handling military assist- 
ance funds does the Bureau of the Budget apportion money, or obliga- 
tional authority to you, and then you turn it over to the Department 
of Defense, or does it go directly to the Department of Defense from 
the Bureau of the Bud; get? 

Mr. HotxisTer. The. Bureau of the Budget would apportion this 
directly to the Department of Defense; that is, the military assistance, 
but the defense support will be apportioned to the ICA. 

Mr. Forp. That would be true under the proposed change ? 

Mr. Ho.iister. Defense support would be apportioned to the ICA 
the same as it is done today. It is all appropriated to the President, 
and then the Bureau of the Budget allocates the military assistance 
part of it to the Defense Department, and the rest of it to us. 

Mr. Forp. Under the proposed change whereby the military assist- 
ance and defense support funds would be included in the military 
budget, there would undoubtedly be some change in the handling of 
the apportionment process in the Bureau of the Budget. Certainly, 
your defense support money would not go directly to the Department 
of Defense under the new program. 

Mr. Hotutster. No; it would come over to the ICA because we will 
still continue to operate, you see. The whole purpose of the shift into 
the defense budget is merely to indicate clearly that the defense sup- 
port activity is “for an ultimate military purpose, as distinguished 
from development and other funds which are not necessarily military 
in nature. 

Mr. Forp. But with respect to the military assistance funds, or the 
hardware part of it, they would go directly to the Department of 
Defense? 

Mr. Ho.utsrer. That goes to the Department of Defense. 

Mr. Forp. They would continue to go to the Department of Defense? 

Mr. Hotutster. Yes, sir; that is right. 


TECHNICAL COOPERATION PROGRAM 


Mr. Forp. Did the Senate in this legislation which they have passed 
give you any technical cooperation funds on a continuing basis? 

Mr. Hottstrer. No; they put it on an annual authorization basis, 
and they gave the rather unusual reason that everyone accepted it 
as a pretty good thing, and therefore it would be nice to reauthorize 
it each year. We thought it was one fund that it would be easier 
to authorize once for good, but the Senate seemed to argue it the 
other way. 

Mr. Forp. How much did you ask for, and how much authority 
did they give you on this 1-year basis? 
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Mr. Hotuisrer. Whatever we asked for. I do not think they cut 
that; they gave us $151.9 million, which is what we asked for, and also 
the $15.5 million which we asked for for the United Nations, and 
expanded program of technical assistance, and $1.5 million for the 
Organization of American States. Those 3 figures together give us 
the $169 million we have been talking about. 

Mr. Forp. And all on a 1-year basis? 

Mr. Hoxuister. Yes, sir. We did not ask to have any difference in 
the United Nations and the Organization of American States. Also, 
in the case of those specific items which make up what we call our 
miscellaneous programs, we have not asked for any change. We 
would think that as far as technical assistance is concerned, continu- 
ing authorization would be satisfactory and we are asking that we 
be granted the authority to have 15 months to obligate our funds, 
rather than having to do it within a year, feeling we can do a better 
job if we have a longer time to do our planning. 


ACCOUNTING FOR FOREIGN CURRENCIES IN TREASURY REPORTS 


Mr. Forp. This may be a little out of your field, but do these for- 
eign currencies which have been generated and the counterpart funds 
which have been generated over the years reflect any place in our 
daily or monthly or annual United States Treasury report? They 
are assets of the United States. Are they so reflected any place in 
the Treasury report ¢ 

Mr. Houutster. I suppose the Treasury does account for those items 
that belong to the United States. Of course, some of those funds da 
not belong to the United States; they belong to the countries. Gen- 
erally, the counterpart that is engendered by the sale of commodities 
other than surplus agricultural commodities is not the property of 
the United States; it is the property of the countries themselves, 
although we may have some control of the way it is used. 

The money which actually belongs to the United States probably 
does not appear in the General Treasury balances in dollars, but there 
must be some Treasury statement which shows it. However, I would 
not be able to tell you about it. 

Mr. Forp, Could you have someone on your staff find out how they 
are reflected, and put such a statement in the record ? 

Mr. Hotuister. Yes, sir. 

(The information requested follows:) 

A publication, Report on Foreign Currencies in Custody of the Treasury Depart- 
ment, is published quarterly by the Treasury Department. This report reflects 
statements of receipts, withdrawals, and balances in summary, and detailed 
classification according to the requirements of law relating to disposition, with 
further classification by types of currencies and sources of currencies. 

It is anticipated that commencing with fiscal year 1958, foreign currencies in 
custody of Treasury Department will be included in the Combined Statement of 
Receipts, Expenditures, and Balances of the United States Government, which is 
published annually by that Department. 

Mr. Gary. Will the gentleman yield? 

Mr. Forp. Surely. 

(Discussion off the record.) 

Mr. Passman. Mr. Miller, do you have any questions? 
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AMOUNT OF NEW OBLIGATIONAL AUTHORITY REQUESTED 


Mr. Miter. Mr. Hollister, the hour grows late, and I do not want 
to go into a great deal of that which you have already been over, but 
I would like to clear up one point in my own mind: 

As I understand it at this time, you are requesting $3,865,000,000 in 
new money ? 

Mr. Hotuister. New authority. 

Mr. Miter. New authority ? 

Mr. Houuister. New obligational authority. 

Mr. Miuter. Well, it would be new money ? 

Mr. Hotxister. Yes, sir. 

Mr. Muter. That does not include the 2 years’ borrowing authority 
for the new development loan fund? 

Mr. Hotuister. No, sir. 

Mr. Mixer. But this is money for the coming year that you are 
asking for and that you estimate expenditures in fiscal year 1958 of 
$3.9 billion? 

Mr. Hotuister. Yes, sir. 

Mr. Mirier. You spoke of some $44 million, I believe, of these 
funds in the nature of counterpart funds, or foreign currency that 
would be available to you, and which was subject to your control. 

Mr. Hotiister. There is at the present time about $44 million in 
foreign currencies which have not as yet been loaned, but available 
for lending for development purposes in certain countries. 

Mr. Miter. Do these figures for this new money exclude that? 
In other words, you want this money in addition to that $44 million, 
is that right? 

Mr. Hottiisrer. Yes, sir; because that $44 million may not be of 
any value to us in the countries in which we are planning programs. 
The trouble with the money engendered from Public Law 480 is that 
it may not necessarily be available in a country where we have a 
program. 

* Mr. Mixxer. I can understand that and you need the dollars rather 
than the soft currency ? 

Mr. Hotutsrer. That is another reason. Even if it is available, the 
particular country where it is available, may need dollars rather than 
the local currency. It usually does. 

Mr. Mruier. The answer is that your request is exclusive of that 
$44 million ? 

Mr. Houuister. It is over and above the $44 million. 


USE OF FOREIGN CURRENCIES IN PROGRAM 


Mr. Mitrer. What I want to get at is this: Suppose you are able 
to use some of that $44 million for any one of these major programs, 
military assistance, defense support, or what not? Suppose you are 
able to make offshore purchases for the needed commodities for the 
military program. Would that decrease the amount that you would 
need in dollars ? 

Mr. Ho tutster. To the extent that we can use that local currency in 
some countries as a substitute for the dollars we might ever have to put 
in, we would not need the dollars and could save that. 

Mr. Mitier. You would do it if you could ? 
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Mr. Houuisrer. Yes, sir. I should say that we have taken not only 
that sum, but substantial additional sums that we are expecting to 
get as their program develops. We have taken that into account al- 
ready in a number of countries in estimating what we might need on 
the dollar side. 

Mr. Muuer. Insofar as your program or plan is concerned ? 

Mr. Houister. So far as we have been able to. weet 

Mr. Mixier. But suppose that you could use the full $44 million 
of which you have spoken as the available estimate at the moment of 
that money, suppose you could use all of that for direct military 
assistance. Suppose you could buy the hardware, plans, or what not, 
overseas with that money. Would that mean a saving of $44 million? 

Mr. Houuisrer. If we had not already taken some of that $44 mil- 
lion into consideration in planning next year’s program. 

Mr. Miter. Then that gets me around to the next thing. Have 
you or have you not already in your mind discounted this $44 million ¢ 

Mr. Hoxuister. The trouble is I am not sure what countries that 
$44 million is in. This $44 million is merely a figure that happens 
to exist today. A month or so later, that figure of $44 million may 
be considerably higher. There are substantial sums that are going 
to come in, and some will come in where we can use them very well 
and some will come in where we cannot use them at all. We have 
allowed for the anticipated availabilities in our forthcoming pro- 
grams. To the extent, Mr. Miller, that we find that the money 1s 
coming in over and above that which we took into consideration al- 
ready, money in local currencies which we may use and substitue 
for dollars; to that extent, we will save some of the dollars we other- 
wise expected to spend. Does that make that clear? 

Mr. Mirirr. I understand you. Let me frame the thing another 
way. Suppose you were coming before us now for new money and 
knew definitely that you would have no other money except your 
unobligated dollars carryover that you start out with, plus what 
we appropriate this year. What would your budget request be 
then? If there was no chance of your using any of these counterpart 
funds, or other funds at all, what would your budget request be? 

Mr. Ho.uisrer. That is a good question. What do we figure on 
that to help us, Jack? 

Mr. Onty. My name is John Ohly. I think our request would 
be some $400 million or $500 million more than it is. 

Mr. Hotuister. In other words, the extent to which we have been 
planning on the use is pretty high. Is it that much? 

Mr. Ohly is the Deputy Director in charge of program and plan- 
ning. 

Perhaps we had better study that and make a careful estimate. 
That sounds a little high to me, that we would have had to ask for 
that much more except for the expected availability of Public Law 
480 currencies. 

Do you think it runs that high? 

Mr. Mitxer. Could you, at your leisure, for the record, supply us 
with what the program would cost, which you are justifying now, 
if it required new dollars all the way down the line? ; 

Mr. Hotrister. Do you mean how much more we would probably be 
asking for had we not been able to count on Public Law 480, local- 
currency availabilities ? 
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Mr. Mitter. Which I realize is, of necessity, only an estimate, be- 
cause you have to allow for a change either way. If we could have the 
full figure that your program is expected to cost, that would be helpful, 

Mr. Hotuisrer. I think we will study that and try to give it to you 
by countries as well. 

Let me give you right now a typical example. We sold to India 
some $360 million worth of commodities. That has not as yet been 
programed at all and the sales agreement has been made. The money 
is Goming in and it will eventually be worked out on a loan basis, 
Undoubtedly that will affect materially what we might otherwise be 
doing in India. How much of that you could count on for fiscal year 
1958 and how much for later years is problematical. 

Mr. Passman. Will the gentleman yield? 

Mr. Mrttrr. Yes. 

Mr. Passman. In that connection, and I think this ties in with the 
question Mr. Miller asked about the $44 million which you did not 
take into account in your justification this year, for what countries 
do you have to obtain the information before you can develop this 
program ¢ 

Mr. Hotuisrer. I think that we can tell you those countries where, 
if we had not had these Public Law 480 availabilities, we would have 
been asking for more money than we are asking for. 

Mr. Passman. I believe you stated approximately $400 million. 

Mr. Outy. I am guessing at it. 

Mr. Passman. Let us guess, then, at the countries you had to take 
into consideration. 

Mr. Onty. I could tell you right now. That would include Spain, 
Yugoslavia 

Mr. Passman. Give the amounts, please. 

Mr. Onty. No, I could not give the amounts. I would have to 
work on that. 

These amounts are broken down by different sections of Public 
Law 480 and I would not want to give a figure for the record. I 
would like to check it. 

Mr. PassmMAN. Before developing your present request, you had to 
take the facts into account and you had the figures in the record 
somewhere ? 

Mr. Houutster. That is correct. 

Mr. Passman. Do you have them with you? 

Mr. Houutstrer. No, I do not have them with me. 

Mr. Mituer. They will supply them for the record. 

Mr. Hoxuister. The only reason I question them is because it 
sounded a little high to me. 

(The material referred to follows :) 

The following material describes (1) the procedures followed in relating the 
development and execution of the mutual security program to Public Law 480 
transactions; (2) the specific assumptions with respect to future Public Law 
480 transactions which were made in developing the fiscal year 1958 mutual se- 
curity program for presentation to the Congress; and (3) to the extent that this 
is possible, the effect which the elimination of the specific foregoing assumptions 
as to future Public Law 480 sales might have had on the size of the fiscal year 
1958 mutual security program request. 
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I. PROCEDURES FOLLOWED IN RELATING THE DEVELOPMENT AND EXECUTION OF THE 
MUTUAL SECURITY PROGRAM TO PUBLIC LAW 480 TRANSACTIONS 


The following represents a very brief summary of some of the major steps 
which are customarily taken to make sure that (@) probable future sales under 
Public Law 480 and (b) the present and anticipated availabilities of local cur- 
rencies from past or probable future sales under Public Law 480 are fully taken 
into account in (i) developing mutual security budget estimates with respect to 
required mutual security aid and (ii) the actual implementation of the mutual 
security program once Congress has appropriated funds. 

A. The initial program guidelines, issued at the time of the annual budget call, 
in addition to stating these general rules, prescribe in detail how the problem is 
to be handled and call for extensive information with respect to past and pros- 
pective Public Law 480 sales and local currency availabilities. These guidelines 
are distributed widely to interested Washington offices and are made available 
in considerable numbers to each overseas mission and embassy. The relevant 
excerpt from the fiscal year 1958 guidelines reads as follows: 

“(1) The relationship between the mutual security program and Public Law 
480 extends not only to that aspect of Public Law 480 which is designed to ac- 
celerate development and increase consumption but also to any Public Law 480 
transaction including, among others, those designed to build up stocks, meet 
famines, regain the United States share of the market, etc. 

*(2) It is necessary to take account of this close relationship, and to assess 
its impact upon mutual security requirements when developing the budget year 
(fiscal year 1958) program. During the current year (fiscal year 1957) it will 
only rarely be possible to use Public Law 480 transactions to meet requirements 
which would otherwise have to be met, if at all, from mutual security program 
funds. Therefore if the mutual security programs are adjusted to take account 
of Public Law 480 transactions, it will have to be done during the period in 
which the fiscal year 1958 program is being developed. 

“(3) Public Law 480 transactions may have any one of three effects upon 
the mutual security program requirements for fiscal year 1958: 

“(a) First, to the extent Public Law 480 resources fully substitute for mutual 
security program requirements, the estimates of such requirements should be 
reduced accordingly. This reduction is a function of (1) local currencies gen- 
erated or expected to be generated as a result of Public Law 480 sales agreements 
and (2) commodities which will be provided under Public Law 480 sales agree- 
ments. 

“(b) Second, if the level of the mutual security program for a country cannot 
be reduced as a result of a Public Law 480 program without harm to our ob- 
jectives, it may be that United States interests will be served by adjusting the 
composition of the mutual security program, for example, by decreasing the im- 
ported salables component and increasing another component. 

“(c) Third, in some instances, a Public Law 480 program may be undertaken 
with certain developmental activities in mind, which may create such a large 
requirement for foreign exchange, in order to implement such projects, that in 
order to take advantage of an opportunity to make a major gain toward the 
achievement of our objectives it will be necessary and advisable to increase the 
MSP illustrative figures for such country. 

“(4) At each successive stage of review of the MSP submissions, these tests of 
the MSP requirements should be made: 

“(a) Is it necessary to provide, in the mutual security program, surplus agri- 
cultural commodities in the amount proposed, taking into account future deliver- 
ies of such commodities from (i) multiyear sales agreements signed or antici- 
pated to be signed in the current year and (ii) sales agreements anticipated to 
be signed in the budget year? 

“(b) Taking into account the Public Law 480 programs enumerated in (a) 
above, and any foreign exchange relief which such programs may afford the re- 
cipient country, is it necessary to provide in the mutual security program in the 
amount proposed nonsurplus agricultural commodities which are designed to 
cover foreign exchange deficiencies of the host country? 

“(c) Taking into account the local currency accruals under Public Law 480 
sales agreements previously signed or anticipated to be signed through June 30, 
1958, is it necessary to provide in the mutual security program in the amount 
proposed, imported salables for the purpose of producing local currencies? 
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“(d) Taking into account the opportunities for development resulting from 
Public Law 480 transactions, is it necessary, and if so, is it in the United States 
interest to supply additional foreign exchange (in excess of that which would 
otherwise have been proposed) in order to capitalize upon such opportunities? 
and if so can this be supplied by changing the composition of the mutual security 
program, by calling upon non-MSP foreign exchange, or must it be supplied by a 
net addition to the mutual security program for such country? 

“(5) In applying these tests certain basic rules should be kept in mind: 

“(a) Hither. the commodities shipped under Public Law 480 or the local ecur- 
rency proceeds therefrom or a combination of both may substitute for MSP re- 
quirements, depending upon the nature of the justification for the proposed 
mutual security program. 

“(b) To the extent that a Public Law 480 transaction substitutes for mutual 
security programs, the latter should be reduced. In making this judgment, ref- 
erence should be made to the answers to the questions raised in III-B above 
about the purposes which the mutual security programs are intended to ae- 
complish. For example, if these purposes are political and the Public Law 
480 transaction has an economic effect only, the Public Law 480 transaction 
does not substitute for the mutual security program. 

“(c) In order to relate Public Law 480 local currencies to the mutual security 
program, programers should consider (i) the backlog of unutilized local cur- 
rencies expected to be available in fiscal year 1958 and (ii) the local currencies 
estimated to be derived from fiscal year 1957 and fiscal year 1958 sales (or 
where applicable, title II) transactions. In order to relate Public Law 480 
commodities to the mutual security program, programers should consider sales 
agreements estimated to be signed in fiscal year 1958 only. This means that as- 
sumptions will have to be made as to the Public Law 480 sales transactions 
which will take place as far away as fiscal year 1958. In order that these as- 
sumptions can be reviewed at each successive stage, they should be clearly stated, 

“(d) For purposes of making this interrelationship between Public Law 480 
and the mutual security program, the following assumptions should be made: 

“(1) Fiseal considerations will not generally inhibit the making of as 
large a sales agreement in any given country as might be indicated by other 
considerations ; 

(2) The United States Government will make a more concerted effort 
than in the past to use title I of Public Law 480 transactions as a device for 
increasing consumption and accelerating economic development ; 

“(3) To this end, consideration will be given to using the local currency 
proceeds of sales for the benefit of the host country in higher proportion 
than was generally the case previously ; 

““(4) Consideration will be given to engaging in long-term agreements of 
up to 3 years with the usual caveat about the availabilities of such com- 
modities in surplus supply at the time of their delivery ; 

**(6) The above discussion on substituting Public Law 480 for mutual security 

program funds applies only to the nonmilitary portion of the MSP. Ordinarily, 
where it proves possible and advisable to use local currencies to procure things 
which would have been procured from the Mutual Defense Assistance Appropri- 
ation, it is assumed for purposes of this exercise that the latter appropriation 
will be used to reimburse the CCC account in the Treasury for currencies s0 
used.” 
In addition, tables and other submissions which are prescribed for submission 
with each country program, call for specific information or estimates covering; 
(a) past and assumed future Public Law 480 sales; (b) Public Law 480 curren- 
cies then available through such sales, and the timing of their availability; 
and (c) anticipated uses, insofar as these can be forecast. 

B. The programs as developed in the fleld missions are reviewed in Washing- 
ton, and one part of that review consists of its examination by the Office of Food 
and Agriculture of ICA, which is in turn in constant touch with the Department 
of Agriculture and persons in the Department of State familiar with foreign 
agricultural and trade matters. The judgments of this office, and of the agen- 
cies with which they work, and all aspects of Public Law 480 assumptions are 
made available to, and discussed with, the several regional programing office 
for use in framing their final proposals, as well as to Mr. Hollister, and any 
differences of view on this point will be noted in the programs finally transmitted 
to Mr. Hollister. The importance of a very careful review of these matters was 
emphasized by the Director of ICA in final instructions from him governing 
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the final Budget Bureau program submissions. One of the relevant excerpts 
reads as follows: 

“2, Special emphasis on certain probiems.—In preparing the programs to be 
submitted, and in the submissions themselves where appropriate, I wish special 
attention to be given to two problems that greatly concern me. The first problem 
relates to the extent to which Public Law 480 transactions, or the local curren- 
cies derived therefrom, are really taken into account in developing our aid pro- 
posals. I want to be sure that they are fully and realistically taken into account 
in preparing the fiscal year 1958 programs, and at the hearings I will wish to 
learn why in some countries where large Public Law 480 programs are operative 
it is not possible to limit increases in, to reduce, or further to reduce, our mutual 
security program.” 

©. In the extensive budget hearings conducted in ICA by the Director of ICA 
following receipt of the refined program proposals from the various regional 
programing offices, and in which, in addition to representatives of all interested 
ICA offices, representatives of the Bureau of the Budget, the Treasury Depart- 
ment, the USIA, the State and other interested agencies participate, the validity 
and implications of assumptions made with respect to Public Law 480 are 
examined and discussed, usually on a country-by-country basis. At this point 
any differences of view on such assumptions among the program offices, the 
Office of Food and Agrculture (ICA) and the Department of State can be fully 
discussed. 

D. The Office of the Deputy Director of ICA for Program and Planning, in 
preparing final staff recommendations to the Director of ICA with respect to 
the level of funds to be requested by him for the ensuing fiscal year, and staff 
of the Bureau of the Budget and of the Secretary of State in making com- 
parable recommendations to the Director of the Bureau and the Secretary of 
State, have available to them all of the foregoing information concerning, and 
normally take into account and make assumptions concerning, the past and 
prospective Public Law 480 transactions and local currencies flowing therefrom. 

E. The Director of ICA, the Secretary of State and the Director of the 
Bureau of the Budget normally have available to them, when they reach the 
decisions required of them concerning the total request for funds to be pro- 
posed to the President for inclusion in his budget for mutual security purposes, 
the key information and basic assumptions concerning Public Law 480 which are 
referred to above. 

F. When a decision has been reached by the President as to the 1-line figure 
to be included in his budget estimates for mutual security programs for the 
ensuing fiscal year and the programing problem becomes one of developing re- 
fined programs for congressional presentation within the ceiling of this 1-line 
figure, program offices are required to reexamine and refine their previous pro- 
gram proposals in the light of, among other things, Public Law 480 sales and 
local currency prospects. For example, the formal instructions from the Director 
of ICA directing thte preparation of fiscal year 1958 programs for congressional 
presentation contained the following provision (the reference to part IV—E-1 
of the August 17 memorandum is to the material quoted under paragraph A 
above) : 


“D. Assumptions and guidelines with respect to agricultural surpluses 


“1. The assumptions and guidelines contained in part ITV—-E-1 of my memo- 
randum for the directors of United States Operations Missions, dated August 
17, 1956 and entitled “Development of the fiscal year 1958 mutual security pro- 
gram” with respect to (a) the inclusion of agricultural surpluses in the fiscal 
year 1958 mutual security program and (0b) the relationship of past and 
projected Public Law 480 transactions, and the local currencies deriving from 
certain of those transactions, to the development of the mutual-security pro- 
gram, will apply in the making the distribution of funds called for in II-B above 
and in the subsequent development of programs for the congressional submission. 

“2. In order to assure that the proposals for the use of agricultural surpluses 
under section 402 and under Public Law 480 for each country are reasonable 
from the program, the political, and the commodity points of view, and that the 
totals under each program are reasonable, each regional ICA office, after con- 
sultation with its counterpart regional office in State, will work with S/Food 
in the development of joint recommendations as to the amounts and types of 
agricultural commodities which should be illustratively programed or assumed 
for each country showing section 402 illustrative programs and Public Law 480 
title I sales assumptions and planned uses of currency (by pertinent subsections 
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of sec. 104) for both fiscal years 1957 and 1958. S/Food will assemble these joint 
views and submit them to DD/P at the earliest possible time but not later than 
March 1, identifying any disagreements which might still exist. As soon as 
possible thereafter, I will issue an appendix to this document containing the 
section 402 amounts to be illustratively programed and the Public Law 480 fiscal 
year 1957 and 1958 assumptions to be made.” 

G. Following appropriations action by the Congress, when it becomes neces- 
sary to develop final operating programs within the appropriations allowed, 
programing offices are required to prepare such programs, taking into account 
the latest information with respect to Public Law 480. 


Il. ASSUMPTIONS WITH RESPECT TO FISCAL YEAR 1958 PUBLIC LAW 480 SALES 


It was assumed in preparing the total fiscal year 1958 request, and in develop- 
ing the individual illustrative country programs, (@) that Public Law 480 sales 
in the amounts shown below would be made in fiscal year 1958 to the following 
countries to which substantial economic assistance (defense support or develop- 
ment assistance) was being provided in fiscal year 1957 and (b) that the local 
currency generated therefrom will be distributed in the manner indicated: 











Use of local currency 
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1 Represents fiscal year 1958 installment of 3-year fiscal year 1957 sales agreement of $360.1 million, 


Ill. EFFECT OF ASSUMPTIONS WITH RESPECT TO FISCAL YEAR 1958 PUBLIC LAW 480 
SALES ON THE SIZE OF THE 1958 MUTUAL SECURITY PROGRAM 


It is not possible to state with any real accuracy, either with respect to the 
program as a whole or as to the illustrative program for any individual country, 
the extent to which, if at all, the fiscal year 1958 mutual security request might 
have been larger if no fiscal year 1958 Public Law 480 sales could have been as- 
sumed. This is because the President’s request for appropriations for all pur- 
poses, and for each individual purpose, is the product of many kinds of con- 
siderations other than the needs of one program, such as the mutual security 
program. These considerations include such complicated things as the fiscal 
factors which affect the total size of the budget and the priorities to be accorded 
to the many competing requirements for the total funds available for all govern- 
mental purposes. One cannot reconstruct the whole budget process on the basis of 
changed assumptions and say whether, and if so, to what extent, if no Public 
Law 480 sales had been assumed, the President would have increased his total 
budget request or would have reduced his requests for other programs in order 
to permit the allocation of more funds for mutual security purposes. 

Several more general conclusions are, however, possible and may be helpful, 
but, first, a word should be said about the general extent to which it is possible 
to substitute Public Law 480 commodity sales for mutual security aid. 

The possibilities of substitution are limited. Public Law 480 sales are in- 
tended insofar as possible to increase consumption while Mutual Security funds 
would not ordinarily be used for this purpose. Mutual security funds are more 
often used to finance agricultural imports for which the recipient country other- 
wise would have to use its own scarce foreign exchange, whereas section 101 of 
Public Law 480 discourages Public Law 480 sales which might be made for this 
purpose. Hence, to this extent the two programs tend not to be substitutable 
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one for the other. However, the terms of section 101 of Public Law 480 appear 
not to exclude in all circumstances the sale of commodities which the country 
otherwise would have to buy with its own scarce foreign exchange. To this ex- 
tent the Public Law 480 sale will give a country a measure of foreign-exchange 
relief which may reduce its need for mutual security funds. ; . 

Within this framework of limited substitutability, we turn now to the situation 
presented by the individual countries for which assumptions were made in III 
above. : ' ' , 

The possibility of benefit to mutual security objectives by drawing on Public 
Law 480 commodities is greatest in four couutries—Korea, Pakistan, Turkey, 
and Greece—in which the United States has important political and military 
interests. All of these countries have found it difficult in recent years to meet 
sharply increasing food-import requirements with scarce foreign exchange. Pub- 
lic Law 480 sales to the 4 countries in the last 3 years have totaled over $350 
million. No accurate estimate can be made of how much of this amount repre- 
sents savings to mutual security program. It is clear, however, that in the 
absence of Public Law 480 sales there would have been great pressure to! in- 
crease the mutual security programs. In such a circumstance, a decision to in- 
crease aid in considerable amounts to these countries would have been difficult 
to avoid. However, some of the requirements probably could not have been met. 
Except, possibly, in the case of Greece, the situation in fiscal year 1958 is similar 
to that in preceding years, and an inability to make the assumption that there 
would be fiscal year 1958 Public Law 480 sales of the magnitude indicated in II 
above would have created strong pressures to increase the estimates for mutual 
security aid in amounts which would tend to approach, particularly in the cases of 
Pakistan and Korea, the amounts which were in fact assumed for Public Law 
480 sales to these countries. 

A second group of five couutries—Spain, Yugoslavia, Israel, India, and Indo- 
nesia—also have problems of scarce foreign exchange with which to meet large 
and increasing food-import requirements, and were in a position to. benefit 
economically through Public Law 480 purchases which in the last 3 years totaled 
$917 million. For these couutries, however, it is less likely than for the first 4 
countries that, in the absence of Public Law 480 programs, mutual security 
assistance to them would have been increased correspondingly. Insofar as fiscal 
year 1958 is concerned, somewhat similar conclusions can also probably be drawn, 
with these important distinctions: (1) there would have been no specific mutual 
security program request for aid to India, and probably none for Indonesia, 
even if no fiscal year 1958 Public Law 480 sales for these countries had been 
assumed, although the fact of such sales, if they do occur, may affect the extent 
to which these countries might subsequently wish to seek, and be able to justify, 
particularly in relation to other applicants, loans from the proposed develop- 
ment loan fund; (2) in the case of Spain, which perhaps might more properly 
be classed with the countries in the preceding paragraph, there would have 
been very strong pressures significantly to increase the fiscal year 1958 mutual 
security aid estimate if the fiscal year 1958 Public Law 480 sales assumption 
had not been made; and (3) in the case of Yugoslavia, if the fiscal year 1958 
Public Law 480 sales assumption had not been made, it is highly unlikely that 
the request for mutual security aid would have been increased in an amount 
which anywhere nearly approached the amount of the assumed Public Law 480 
sale, if, in fact, it would have been increased at all. 

In the cases of Burma and Poland, the only other countries not mentioned in 
the two preceding paragraphs for which fiscal year 1958, Public Law 480, sales 
assumptions are set out in IT above, it is almost certain that no fiscal year 1958 
specific mutual-security program requests would have been submitted even if 
these assumptions could not have been made. However, in the case of Burma, 
as in the cases of India and Indonesia, the fact of such a sale, if the assumed 
sale does occur, may affect the extent to which Burma might subsequently wish 
to seek, and be able to justify, particularly in relation to other applicants, loans 
from the proposed development loan fund. 


Mr. Wicereswortu. Will the gentleman yield ? 
Mr. Mirier. Yes. 
Mr. Wiceteswortn. I presume that same situation has prevailed 


ever since Public Law 480 went into effect; has it not? It is not new 
this year? 
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Mr. Ho.utstrer. It is only becoming effective. The amount finall 
made available on a loan basis comes to something over $300 million, 
That will move out very fast as more loan agreements are signed and 
as more money comes in from the sales agreements to us and as more 
loan agreements are negotiated. 

At the present time, there is not much present availability. How 
much is going to actually be available or actually be used in the program 
which would take the place of the money to be obligated in fiscal 
1958 is not an easy thing to compute exactly. It has to be largely on 
an estimate basis. 

Mr. Miter. On this $3,900 million that you are programing ag 
probable expenditures, is there included in that, money to be paid 
in connection with title I or title II of Public Law 480? In other 
words, are you going to buy from the CCC or from any agency with 
those funds ? 

Mr. Horzistrer. No, sir. We do that under section 402. 

Under section 402 of the law we buy commodities which we use 
in our program and we are required in our legislation to buy a mini- 
mum from the Commodity Credit Corporation. ‘That is where actual 
dollars of our program are used to buy the commodities from the 
Commodity Credit Corporation. That is a different program entirely. 

Mr. Minter. Will any of this $3,900 million be used to purchase 
surplus commodities ? 

Mr. Howutster. Yes, sir. We estimate that there will be somewhere 
around $175 million to $200 million used to acquire farm commodities 
under the mutual-security program. That is part of the $3,865 million, 

Mr. Mitier. That is included in your program ? 

Mr. Hoxuister. That is correct. 

Mr. Miter. That, in turn, might, in the future, after it works out, 
generate additional foreign currencies: might it not? 

Mr. Houuisrer. In all cases where those commodities are sold in a 
country, currencies are generated which we call proceeds. It would 
not be counterpart. 

Mr. Mirxier. That might become available in future years for use 
in connection with the program, just as the $44 million we have talked 
about, or a part thereof might ? 

Mr. Hotutster. That is true. 

Mr. Miter. But it would not be available during the coming fiscal 
year, I assume, under any circumstances ? 

Mr. Hotuister. Currencies which we have in the past 

Mr. Mirtier. No; I mean for any future purchases under—— 

Mr. Hoxutster. Would probably not be available. A little might 
be available this year, but not much available in fiscal year 1958. It 
might be helpful later. 


EXTENSION OF PUBLIC LAW 480 


Mr. Miiurr. As I understand it, you are hoping, or you are at least 
contemplating that legislation will renew title II of 480. There is 
legislation pending to do that? 

Mr. Hoxuister. Yes, sir. 


Mr. Mitier. That, in turn, might have a revolving effect in future 
years. 


one tens? 
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Mr. Hotustrer. You are referring now to the program under which 
certain surplus commodities are used to help friendly peoples who 
are suffering from famine? 

Mr. Miter. Yes, and administered under your office. 

Mr. Hotuistrer. Yes, and that is a charitable operation. 

Mr. Mitier. That does not generate any funds? 

Mr. Hotuisrer. No, sir, generally not. Just for your help, Mr. Mil- 
ler, on page 18 of the Far East volume, you will see an indication of 
how the local currency sales proceeds are used in Korea. You may 
wish to turn to that. 



























































; Mr. Mutier. I will be glad to do that later. I do not want to delay 
this further but in addition to the information that you will file for 
. the record in connection with these foreign currencies, will you also 
1 give us an estimate of what you expect to be generated in foreign cur- 
rency during the next fiscal year? In other words, the funds that 
would normally be expected to come in and be available in foreign 
@ currencies under the same conditions that we have talked about? 
- I realize that you cannot use them all but if you could supply that 
1 for the record along with the other information, I think that would 
e be helpful to us. 
f Mr. Houuister. Yes, sir. 
0 (The information will be supplied the committee. ) 
Mr. Mixer. I believe that is all, Mr. Chairman. 
re Mr. Passman. Thank you, Mr. Miller. 
ag There is certain information we must obtain in order to consider this 
n. bill. We thank you, Mr. Hollister, for your help in presenting some 
of that information to us today. 
Mr. Houuister. Mr. Chairman, I want to thank you for your frank- 
it, ness and your courtesy. 
Mr. Passman. We stand adjourned until tomorrow morning. 
a 
Id Fripay, Jung 21, 1957. 
~ MILITARY ASSISTANCE 
ed STATEMENT OF AssISTANT SECRETARY OF DEFENSE 
(INTERNATIONAL Security AFFAIRS) 
a WITNESSES 
HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRETARY, INTER- 
NATIONAL SECURITY AFFAIRS 
JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF PROGRAMING AND 
zht CONTROL, INTERNATIONAL SECURITY AFFAIRS 
Tt COL. HARRY A. CRITZ, DEPUTY DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ISA 
Mr. Passman. We are pleased to have with us this morning the 
honorable Mansfield D. Sprague, Assistant Secretary of Defense for 
ast International Security Affairs. 
e 18 Mr. Secretary, do you have a statement to make to the committee? 
Mr. Spracuer. Mr. Chairman, I do. 
Mr. PassMan. You may proceed. 
ure 





GENERAL STATEMENT 





_Mr. Sprague. I will introduce this into the record. The presenta- 
tion this morning will take the form of a graphic presentation both 
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by myself and Mr. Holcombe, who is the Director, Office of Pro- 
graming and Control, International Security Affairs. 

Mr. Chairman and members of the committee, the mutual security 
programs have made an important contribution to the lasting peace 
and security toward which all of our best efforts are being directed 
today. There can be no doubt of the necessity for continuing these 
programs as long as the Communist threat to our secure existence 
remains undiminished. Clear confirmation of these basic conclusions 
has come from every one of the many Government-sponsored groups 
which have during the past year studied our mutual security effort, 
They are reflected in the President’s request for mutual security 
appropriations for fiscal year 1958, in support of which I am appearing 
today. E 

All of the jointly developed mutual security programs are directly 
related to the security of the United States. The defense assistance 
program of military assistance and defense support makes an indis- 
pensable contribution to the worldwide collective security system on 
which we must place such heavy reliance in the uneasy world of today. 
Through military assistance, to which I shall devote my principal 
attention, we provide the weapons, equipment, and training our allies 
must have to take an effective part in free world defense. Through 
defense support we provide economic aid to enable some of these 
nations to maintain large defensive forces without jeopardizing the 
strength and stability of their economies. The nonmilitary programs 
of technical cooperation and the development loan fund, in promoting 
and encouraging the economic advancement of some of the less fully 
developed free nations, are not only strengthening the independence 
of the non-Communist world, but are also attacking the ultimate 
causes of international strife. All of these programs are, and must con- 
tinue to be, important weapons for the accomplishment of America’s 
national security objectives. 

I cannot emphasize too strongly the importance of military assist- 
ance, complemented by defense support, as an integral part of our 
own defense effort. In planning that effort, the Joint Chiefs of Staff 
and the senior civilian and military advisers of the Department of 
Defense take into careful consideration the forces to whose support 
the program contributes, and the many bases available to us as a 
result of the program. The increase in free world strength which the 
program has made possible has an important bearing on our decisions 
as to the size and deployment of our own forces. 

So that this very close relationship between the defense assistance 
program and our own defense efforts may be more clearly recognized, 
the President is asking that funds for the program be appropriated 
as a separate title of the Department of Defense appropriation 
legislation, pursuant to a continuing authorization. ‘This arrange- 
ment would permit the Congress to consider this portion of our 
mutual security effort together with our other defense programs, and 
would enable us to bring our military assistance operations more 
efficiently in step with the regular planning and procurement activities 
of the Department of Defense. 

An optimum level of performance for the defense assistance program 
can be achieved only if the funds appropriated are continued available 
until expended. No-year fund availability in the military assistance 
appropriation would eliminate the pressure of large-scale procurement 
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within a limited period of time, usually the last 4 to 6 months of the 
fiscal year. It would greatly assist us in bringing the cycle of military 


assistance procurement in phase with that of the military departments, 
whose funds for major procurement are now available to them until 
expended. This change would inevitably result in increased efficiency 
throughout the entire procurement operation of the Department of 


Defense. 
I propose today to discuss with you some of the factors I believe 


are essential to any consideration of our military assistance proposals. 
shall outline what the program has accomplished and how we have 
“1 . 5 . . e 
used military assistance funds in prior years. I shall summarize the 
program we are proposing for fiscal year 1958 and the most important 
policy considerations which entered into its development. 
Mr. PassmMan. The remainder of the statement may be inserted in 


the record. 
(The matter referred to is as follows:) 


THE CONTINUING THREAT OF WORLD COMMUNISM 


Short of an adequate and effectively guaranteed disarmament plan, the free 
world will continue to face a serious threat from the Communist bloc. After 
World War II, we and our free allies rapidly adjusted both our economies and our 
military establishments to peacetime levels. The Soviet Union, however, con- 
tinued to maintain a great and powerful military machine. This force they still 
maintain, and they are modernizing it at a tremendous pace. 

The Soviet Union itself has the largest land army in the world, and it is con- 
stantly being improved in quality and capability. Her navy, the second largest 
in the world, includes the largest peacetime submarine force in history. Russia’s 
air fleet is rapidly growing in size and effectiveness and she also has an ever- 
increase nuclear capability. Her European satellites maintain forces, which, 
although less effective than her own, are nevertheless sizable. Communist 
China, with Soviet help, has developed a powerful and well-equipped military 
machine. 

Our experience with international communism has made it clear that they are 
prepared to translate this military power into overt aggression at any time they 
believe it serves their purposes to do so. During the past 10 years, in addition 
to the threats to Berlin and Taiwan and the Soviet military action in Hungary, 
the free world has been subjected to military actions instituted by the Commu- 
nists in Greece, Korea, the Philippines, Indochina, and Malaya. We cannot afford 
to ignore the continuing threat which can produce such breakouts at any time the 
Communist leaders choose. 

The Communists have during these years insidiously threatened the inde- 
pendence of a number of free nations. They have done this through their attempts 
at subversion and economic penetration, which have met with varying degrees of 
success. Here again, the targets for their unscrupulous activities have been 
widespread, and have included Malaya, Burma, Indonesia, Syria, Egypt, Jordan, 
and several countries in Latin America. Many nations of the free world are 
exceedingly vulnerable to this sort of subtle, yet deadly, thrust. 


THE ROLE OF MILITARY ASSISTANCE IN MEETING THE THREAT 


The military assistance program is a highly important part of America’s 
answer to the threat of Communist imperialism. The program’s peculiar con- 
tribution to that response is in its worldwide impact. There are 38 nations re- 
ceiving grant military assistance from the United States, and 24 others who 
purchase military equipment from us. The nations receiving our assistance are 
those most likely to feel the depredations of international communism. Six of 
them which are on the perimeter of the Communist bloe—Greece, Turkey, Pakis- 
tan, Korea, Taiwan and Vietnam—receive almost 80 percent of the present and 
proposed defense support, and over a third of the military assistance. The 
global impact of the program makes a number of very significant contributions 
to the joint defense effort of the United States and its free world allies. 

rotecling our overseas bases.—The defense of the United States and of the entire 
free world is, to a substantial extent, dependent upon the effective maintenance 
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and operation of our worldwide network of over 250 major land, sea and airbases. 
Both in their establishment and in their protection, the military assistance pro- 
gram has played a very important part. Allies with whom we are joined in mutual 
defense have made sites for a number of these strategic outposts available to us. 
The presence of friendly local forces, many of them strengthened by our military 
assistance program, is a considerable deterrent to any threat to the security and 
continued availability of these facilities. 

Protecting our collective security agreements.—The establishment and mainte- 
nance of a worldwide system of collective security in response to the Soviet threat 
has been one of the significant achievements of American diplomacy since World 
War II. Within this framework, 42 nations of the free world have joined with 
us in mutual defense agreements. With 14 of these nations the United States 
has joined in the North Atlantic Treaty Organization. With seven of them we 
have joined in the South East Asia Treaty Organization. We are one of the £1 
American Republics in the Rio Pact, and, with Australia and New Zealand, we 
are a member of the Anzus Pact. The United States has joined the military 
committee of the Baghdad Pact, the signatories of which are Turkey, Iraq, Iran, 
Pakistan, and the United Kingdom, and we are providing needed support to its 
Middle Eastern members. In addition, we have bilateral mutual security agree- 
ments with Free China, Korea, Japan, and the Philippines. In helping our 
partners make substantial contributions to these joint defense efforts, the mili- 
tary assistance program has been a powerful factor in making concerted free world 
action meaningful and effective. 

Safeguarding strategic materials —In spite of her great and varied store of 
natural resources, the United States must rely on other areas of the world for 
many commodities important to her economy. A number of these critical ma- 
terials, such as chromite, manganese, bauxite, cobalt, and tungsten, not only are 
necessary in our civilian economy but are essential to our defense efforts. In 
contributing to the maintenance of defensive strength throughout the free world, 
the military assistance program helps safeguard the sources of these materials and 
the lanes over which they are supplied to us. 

Building the military strength of our allies—Through the military assistance 
program, the United States has encouraged and helped many free world nations 
develop and maintain defensive forces committed to the goal of preserving world 
peace. American aid has helped generate not only increased force effectiveness 
but also a greater determination on the part of these countries to resist external 
aggression and to maintain internal security. Our aid and support has encouraged 
our allies to put forth greater efforts toward building capable and reliable free 
world defense forces. 

Accomplishing these goals at the least cost.—The strength which the military 
assistance program has helped our allies to develop, and which has taken its place 
alongside our own strength in the defense of the free world, has been achieved by 
a much smaller expenditure of time and money than would have been possible 
if we had tried to do the job alone. A general indication of this is provided by a 
comparison between the cost to pay, house, feed, and clothe a United States soldier 
and the same costs for the soldiers of our allies. The cost for an American soldier 
is $3,511 annually, not including the weapons, equipment, transportation, and 
other costs which go into making him an effective fighting man in any part of the 
world. By contrast, the cost to pay, house, feed, and clothe a French soldier is 
$1,440; a Pakistani, $485; a Nationalist Chinese, $142; and a Turk, $105. The 
troops of these various forces may differ in the level of training and in ability, but 
the cost factor is not the reason for the differences. The assistance we give to 
help our allies meet some of these expenses is a small price indeed for the increase 
in free world strength which has resulted. 





THE MUTUALITY OF THE FREE WORLD DEFENSE EFFORT 


Important as the United States contribution to the free world defense efforts 
of our allies has been, its cost has been small compared to their own defense 
expenditures. In 1950, for example, when our expenditures for assistance to 
European NATO countries amounted to $300 million, these countries themselves 
made defense expenditures of $6.5 billion. In 1953, when our expenditures for 
aid to these countries increased to $3.2 billion, they spent $12.8 billion for defense; 
their share ot the $16 billion total was thus 80 percent. And in 1956, when our 
contribution to their efforts amounted to $1.7 billion, our NATO partners in 
Europe expended for defense $13.1 billion, or almost 90 percent of the total of 
nr military assistance and their defense expenditures combined. 
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Equally striking is a comparison of our total aid expenditures with the defense 
expenditures of all our grant-aid allies, considering that even relatively small 
military establishments are a great economic burden for many of them. United 
States expenditures from 1950 through 1956 for military assistance to the European 
NATO countries totaled $12.3 billion, and for such aid to other grant-aid coun- 
tries, $5.1 billion, for a cumulative total of $17.4 billion. The defense expendi- 
tures of the NATO countries of Europe amounted to $78 billion during that same 
period, and those for our other grant-aid allies were approximately $15 billion— 
a total of $93 billion expended by these allies in the joint defense effort. Thus, 
the nations receiving grant military assistance from us have spent for defense 
about $5.50 for every dollar that we have put into such assistance. This essential 
mutuality in the defense activities of ourselves and our free world partners is the 
greatest source of strength in this effort to insure lasting peace and security. 


THE INCREASE IN THE STRENGTH OF THE FREE WORLD 


It is impossible for us to estimate what military strength the other nations of 
the free world would now have were it not for our military assistance program. 
However, we can get some indication of the contribution which the program has 
made by looking at the progress of our allies since the beginning of the mutual 
effort. In 1950, our allies’ active ground forces numbered about 314 million men, 
mostly ill-trained and poorly equipped. In their naval forces were fewer than 
1,000 combatant vessels. Their air forces were equipped with about 11,500 
aircraft, of which fewer than 500 were jets. 

By the end of 1956, there were 4.8 million men in the ground forces of our 
allies—an increase of 37 percent. In their navies were over 2,300 combatant 
vessels, an increase of 139 percent. Their air forces were equipped with over 
12,000 conventional aircraft, and the number of jet aircraft had increased to 
nearly 11,000—22 times as many as they had in 1950. 

Moreover, the men in these *orces are much better trained and organized than 
the troops of 1950 were, and their morale is at a much higher level. They have 
better equipment and support, facilities. Their air forces have many more and 
better airfields and improved communications and early warning systems. It 
would have been impossible for our allies to make these vast improvements in the 
size and effectiveness of their forces had it not been for the military assistance 
which the United States has provided. 

The importance to us of the buildup of these allied forces committed to the 
defense of the free world is particularly well illustrated by a contrast of its cost to 
our own defense expenditures during the same period. From 1950 through 1956, 
the United States spent on its domestic defense program, including the cost of 
carrying on the Korean action, approximately $254 billion. In these same years, 
the total of our military assistance program plus the defense expenditures of our 
grant-aid allies and of Canada, Australia and New Zealand, amounted to $124 
billion, or about half of our aggregate expenditure. 

After having made these outlays, the United States today has Army forces of 
over @ million men, an Air Force equipped with almost 27,000 aircraft, and a 
Navy with almost a thousand combatant vessels. Our grant-aid allies and 
Canada, Australia, and New Zealand have built up for the defense of the free 
world active ground forces of over 5 million men, air forces with over 27,000 planes 
of which 12,500 are jets, and naval forces with 2,500 combatant vessels. 

We cannot know how much the strength represented by these allied forces 
would have cost the United States if we had to create it entirely with our own 
resources. If our allies had not received our assistance in developing that strength, 
however, it seems clear that for its own security, the United States would have 
had to make much greater defense expenditures. Furthermore, we would be 
obliged to maintain many more men under arms, with a considerably larger pro- 
portion of them overseas. And with all of this we would not have as much 
defensive strength for our efforts as we have today. 


A SHIFT IN EMPHASIS 


In playing its part in the buildup of free world defense forces, the military 
assistance program has had to adjust to the continually changing exigencies of 
the world situation. For example, in 1950, about 79 percent of our military as- 
sistance went to Europe, 16 percent to the Middle East, and 5 percent to the Far 
East. These proportions reflect not only the necessities of the time in tems of 
free-world security but also the ability of our allies to receive and use our aid. 
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The picture has changed considerably over the past 7 years. The fact that 
today only one-fourth of our military assistance is going to Europe reflects the 
ability of our European allies to pay an increased share of free-world defense costs 
as well as the improved capabilities of the NATO forces. The Far East now re- 
ceives 46 percent of our military assistance, the Middle East 27 percent and Latin 
America 2 percent. This shift in emphasis recognizes the clear necessity which 
welnow face of increasing the military strength of our partners in the Middle East 
and the Far East. 


A FINANCIAL REPORT ON THE MILITARY ASSISTANCE PROGRAM 


Where do we stand with respect to the funds previously provided for the mili- 
tary assistance program? The following table shows, for each of 3 fiscal years, 
the total of funds available for expenditure in that year, composed of (a) the 
carry-forward from the prior year of funds which, although for the most part 
obligated, had not yet been expended; (6) the new obligational authority granted 
by the Congress; and (c) for fiscal year 1958, a requested reappropriation of the 
unobligated balance. It also shows the actual expenditures for each year and 
the resulting balance of unexpended funds to be carried forward into the subse- 
quent year: 

]In billions] 





Fiscal year | 1956 1957 1958 | 1959 
Carry-forward from previous fiscal year - .-_-- ; dell $6. 2 $4. 6 1 $4.4 | $4.1 
New obligational authority____- baal 1 2.0 | 21.9 
(Reappropriation for fiscal year 1958 of unobligated funds) ----__| | 23.5 
Total availability. .........._- ee 7.2 6.6 | 16.3 
Expenditures in fiscal year__....-_-- den annaae epltaeme einem | 2.6 12.2 | 12.2 
Carry-forward to next fiscal year_-_.........-..--- bE dbs 4.6 14.4 14.1 


1 Estimated. 
2 Request. 
3 Included in the $4.4 carry-forward from fiscal year 1957. 


This table shows not only the downward trend in unexpended balances and 
in total availability over this period but also the increased stability in the operat- 
ing level of the program. Even more striking is the great decrease in our total 
fund availability that has taken place in the last 5 years. At the beginning of 
fiseal year 1953 our fund availability—the sum of the carry-forward of prior- 
year funds and the new obligational authority for that fiscal year—was $12.5 
billion. Our present estimates are that, if our request for $1.9 billion in new 
obligational authority and for reappropriation of $500 million is granted, our 
total fund availability at the beginning of fiscal year 1958 will be $6.3 billion, 
or roughly half what it was 5 years ago. This contrast gives an indication of 
the success we have achieved in our efforts to reduce the military-assistance 
sarry-forward to the optimum operating level. 

The $500 million of military funds which will remain unobligated at the end 
of fiscal year 1957, and which we are asking the Congress to reappropriate for 
fiscal year 1958, is derived from a reduction in the requirements of our prior- 
year programs. This reduction was accomplished by a most diligent and com- 
prehensive review begun more than a year ago and completed only after the 
President presented his fiscal year 1958 budget to the Congress. As a result of 
experience gained in the operation of the program, we were able to review more 
critically the capability of potential recipients to provide the personnel and 
facilities needed for the effective use of our assistance. With certain data avail- 
able this year for the first time, we were able to apply more realistic usage and 
consumption rates for a number of items such as ammunition and spare parts. 
Through improved time phasing, we have been able to limit our requirements 
for advance funding to what is necessary to provide the minimum lead-time 
feasible. We have been better able to coordinate our programing and our pro- 
duction planning, with the result that we can adhere more closely to program 
delivery schedules. This reduction of $500 million in the requirements of prior- 
year programs will not result in any inability to meet valid requirements within 
the normal funding lead time and the capabilities of other countries to receive 
and use our assistance effectively. We have been able to effect this reduction 
and still meet the major military-assistance requirements of our free-world allies, 
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THE MILITARY ASSISTANCE PROGRAM PROPOSED FOR FISCAL YEAR 1958 


We propose to carry out a program amounting to $2.4 billion in fiscal year 
1958. The careful and comprehensive review which resulted in the reduction in 
requirements for prior years has been applied to this proposed program. Since, 
as I have pointed out, $500 million of this can be met by the reappropriation of 
unobligated prior-year funds, our request for new obligational authority is reduced 
to $1.9 billion. 

Of the total proposed program of $2.4 billion, approximately $900 million will 
be devoted to force improvement and $980 million of the maintenance of existing 
forces. The request also includes $345 million for such fixed costs as administra- 
tion, packing, handling, crating, and transportation, and for infrastructure and 
such programs as facilities assistance and mutual weapons development. The 
force improvement or modernization which this proposal contemplates includes 
almost $340 million for the new-weapons program. In addition, we expect to 
sell some $160 million in new weapons, not included in this request for funds, 
to our free-world allies. 

This program which we are proposing for fiscal year 1958 provides $175 million 
for the financing of a credit sales program. The transactions to be covered by 
this program are in addition to the outright sales of military equipment which we 
now make and which are not included in our requests for funds. The ability of 
many of our allies to finance their own defense requirements has greatly improved. 
However, they are not in a position to meet all of these requirements on a cash 
basis within a single year. We are therefore requesting funds to finance such 
sales over a period of up to 3 years, and we are asking authority to re-use the 
repayments received under this sales program. 

It is important to note that, although this total program is primarily designed 
to provide aid to our allies throughout the free world, 85 percent of the dollars i in 
our military assistance request for fiscal year 1958 will be spent within the United 
States. Thus, a very substantial part of the cost of the program to the American 
taxpayer is plowed back into the American economy. 


THE IMPORTANCE OF THE NEW WEAPONS PROGRAM 


Of great and ever-increasing importance today is the new weapons portion of the 
military assistance program. This is true ps articularly in view of the technological 
advances which the Soviet forces have made in the development of their offensive 
potential. 

The Russians are constantly improving their capability in the field of guided 
missiles. Their jet air fleet is growing not only in size but also in quality and range. 
Their unprecedented shipbuilding program has resulted in the second largest 
navy in the world, with submarine and surface fleets that are constantly improving 
in size and quality. Their ground forces, which have been equipped with new 
tanks, light arms, and artillery, have greatly increased firepower and mobility. 
All of these forces are well adapted to the changing requirements of modern 
technology and warfare. 

Only by helping our allies to fit out their forces with the very latest weapons can 
we check this growing threat. Only if the strength of our allies keeps pace techno- 
logically with the menace we are all facing can that strength be effectively used to 
the ultimate ends of free world security. 


SFFECTIVENESS OF THE FREE WORLD STRENGTH 


No comparison of the forces of the free world with the great military machine 
of the Communist bloe will give any clear indication of their relative effectiveness. 
We cannot know in any precise way the capabilities of our forces and those of our 
allies, nor can we know how much the military assistance program has contributed 
to that capability. There are some facts, however, that are worth noting 

Between 1945 and 1950, following the end of the Second World War, the Com- 
munist bloc expanded in size very considerably. The satellite countries of Eastern 
Europe, with their considerable industrial potential and mineral resources, were 
swept into the sphere of Soviet influence. China was overrun and her vast supply 
of manpower added to the Communist bloc. 

Since 1950, when our military assistance program was initiated, international 
communism has not acquired any land area or additional populations through 
aggression or subversion, with the sole exceptions of Tibet and North Vietnam, 
which were already heavily infiltrated by the Communists in 1950. This halt in 
the march of international communism must in very substantial part have been 
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oceasioned by their recognition of the strength and determination which the rest 
of the free world, with our help, has developed. 


TO SUM UP 


The role of the military assistance program in the total defense effort of the 

United States is: 

To protect our overseas bases, 

To protect our collective security arrangements, 

To safeguard our supply of critical materials, 

To build up the military strength of our allies, 

To modernize the military forces of our allies, 

And to do these things at the least cost to the United States. 
The President is proposing for fiscal year 1958 a program of $2.4 billion to 
permit the effective continuation of this vital contribution to our security. To 
finance this program, we are requesting the reappropriation of $500 million in 
unobligated prior year funds and new obligational authority of $1.9 billion. 

The military assistance program has made a decisive contribution to the 
American defense effort. It has enabled our allies to build and maintain the 
military forces they must have to give substance to our collective security effort. 
It has inspired among our allies a greater will to resist the threat of Communist 
domination, It has assured the continued availability of the overseas bases, 
critical materials, and supply lines so important to our entire defense effort. It 
has resulted in the development of a free world defense posture more powerful 
than anything we could have afforded with our own human and material re- 
sources alone. 

To relax our efforts, simply because they have thus far succeeded in holding the 
Communist menace in check, would be folly. The job to be done calls for strength 
and determination on the part of the free nations of the world. Failure to carry 
the military assistance program forward with vigor and imagination would 
seriously undermine the great defensive shield which we and our allies have 
labored so hard to build. 


THE THREAT WE FACE 


Mr. Spraacue. Mr. Chairman and members of the committee, this 
is the threat we face. The dark area is the Communist bloc. This 
chart shows that Soviet Russia has 175 ground divisions, about 20,000 
operational aircraft, most of them modern aircraft, and the second 
largest navy in the world which consists of over 400 submarines. 
This force is equipped with atomic capability and its atomic capability 
is constantly growing, together with the means of delivery. The 
satellite countries of eastern Europe have approximately 80 ground 
divisions and roughly 2,500 operational aircraft, a foree which un- 
doubtedly would not be nearly as effective as the Soviet force but one 
which complements it and increases its capability, particularly in 
Europe. Communist China has 200 ground divisions and about 2,500 
operational aircraft. These forces are largely supplied with modern 
weapons from Soviet Russia. 

Since 1945 the Communist world has been engaged in various overt 
military actions around the world—in the Far East, in Korea, Indo- 
china, Taiwan, Malaya, the Philippines through the Huk rebellions 
which were Communist inspired, and in Hungar y and Greece in 
Europe. In addition, the Soviet Union is ine reasingly concentrating 
on economic penetration of the neutralist and unde rde veloped coun- 
tries of the world. We have seen evidences of this economic pene- 
tration in Malaya, in Burma, Indonesia, Guatemala, Argentina, 
Bolivia, and in the Middle East, Egypt, Syria, and for a while, Jordan. 
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ROLE OF MILITARY-ASSISTANCE PROGRAM 


What is the role of the military-assistance program in meeting this 
massive threat? 

The countries shown in green on the chart are the military-sales-aid 
countries, countries which purchase their military equipment for cash 
from the United States. The countries in blue, those which largely 
surround the periphery of the Communist bloc, are the grant-aid 
countries. It might be interesting to comment in this connection 
that over 80 percent of the defense-support money is spent in the 
countries of Korea, Taiwan, Vietnam, Pakistan, Greece, and Turkey. 

What is the essential purpose of the military-assistance program 
and how does it operate to meet the threat? 

In the first place, it is rn to protect our own overseas bases, 
of which there are in excess of 250 manned and operated by United 
States troops today. These bases are located in countries with which 
we have bilateral agreements and to which we are making contribu- 
tions in the-form of grant aid. The military assistance program 
through that vehicle helps us to maintain those bases and to make 
them effective in terms of our own security and defensive capability. 

The second role of the military assistance program is to protect the 
collective security agreements which we have around the world. The 
outstanding achievement in American diplomacy in the 20th century, 
which has been a bipartisan effort, instituted originally under a Demo- 
cratic administration, perhaps has been the formulation and the 
execution of our collective security agreement commencing with the 
NATO setup in Europe, SEATO, Southeast Asia Treaty Organiza- 
tion for Southeast Asia, the Rio Pact, the Anzus Pact, involving 
Australia and New Zealand and the United States, and the Baghdad 
Pact, of which the United States is not a full member, but which, as 
you will remember, has recently become a member of the Military 
Committee. In addition we have bilateral security agreements with 
Japan, Korea, Taiwan, Vietnam, and the Philippines. The military 
assistance program supplements these arrangements by making it 
possible for the United States to help these countries to develop their 
own capabilities to assist us in meeting Communist aggression. 

The third objective of the military assistance program is that of 
assisting us to maintain the sealanes and sources which exist in most 
of the countries where we have grant-aid programs in making it 
possible for us to import those resources which are not only important 
to our domestic economy in peacetime but would be absolutely 
essential to us in time of war. 

The fourth objective of the military assistance program is to build 
up the military strength of our allies in order to give them the 

capability and the will to resist so that the impact of any thrust 
Ge the Communist world will be met initially by the forces of our 
allies and not exclusively by the United States. 

Our fifth objective is to accomplish this program at the least possible 
cost. Illustrative of the value of this program in terms of, in 
effect, saving the United States money by providing capability for 
our allies, is the fact that the cost of a United States serviceman on 
active duty for his pay, clothing, and allowances and food only, is 
roughly $3,511 a year as against a similar cost for a soldier in Turkey 
of $105 a year, or in Korea $117 a year, or in Taiwan $142 a year. 
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I call to your attention the fact that Taiwan has an army of some 
500,000, Korea has 21 active divisions, and Turkey has a good many 
active divisions. Those forces would involve an enormous cost if 
they had to be supported with United States soldiers at our present 
level of pay and allowance scales. 

Mr. Hotcomse. We are supporting divisions in Taiwan. 

Mr. PassmMan. That has generally been true with respect to these 
nations. They have been able to maintain a soldier at less cost than 
we maintain one. In principle it is a question of whether or not we 
should have our soldiers there. 

Mr. Spraaue. That is right. 

Mr. PassMAN. That should be cleared up. 

Mr. Spraaue. Yes; but we are helping to support those forces. 

Mr. PassMAN. I understand. 

Mr. Spracue. And we are therefore getting soldiers who perhaps 
may not be as effective as our own troops but still a very substantial 
capability at considerably less than it would cost the United States 
to maintain similar forces. 

Mr. Gary. It is cheaper to support their forces than it is to send 
ours over there. 

Mr. Spraaue. That is right. 

Mr. Passman. We have more control over our own forces. 

Mr. Spracue. Naturally. 

Mr. Passman. This is a calculated risk as to whether or not we will 
have the support of those forces when, speaking figuratively, the chips 
are down. 

Mr. Spracue. We believe we will. 

Mr. PassmMan. We believe that; yes. 

Mr. Miuier. We support roughly 20 ROK divisions? 

Mr. Spracue. That is correct. 

Mr. Mituier. How do they compare numerically? Are the forces 
relatively about the same? 

Mr. Spracus. They are relatively the same. 

Colonel Crirz. Active forces in Turkey are ————. 

Colonel Crirz. Yes. 

Mr. Miuuter. And pretty good men at that, too. 


EUROPEAN NATO DEFENSE 


Mr. Spraausr. This chart shows the level of our contribution to 
those European NATO countries in the calendar years 1950 to 1956. 
During the same period of time their own contribution to their own 
forces out of their own pocketbooks is represented by the dark area, 
which indicates the mutuality of the effort in NATO and the fact that 
these countries are making really the largest contribution. For 
instance, in 1953, of the total contribution of ourselves and themselves 
to the defensive efforts of those countries, their proportion was 80 
percent. In 1956 their proportion of contribution to ours, to the total, 
represents 90 percent. 

Mr. WiaeLeswortu. I wonder if we could have that chart? That 
is not classified ; is it? 

Mr. Spracue. No, sir. This is an unclassified chart. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 
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THE JOINT DEFENSE EFFORT 


Mr. Spraacue. ‘Lhe United States has contributed to European 
NATO nations $12.3 billion in 7 calendar years, and to the other 
grant aid countries $5.1 billion, for a grand total of $17.4 billion. 

During the same period of time the European NATO countries 
have contributed a total of $78 billion of their own money toward 
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their defense. The other grant aid countries outside of European 
NATO have contributed a total of $15 billion in their own defense. 
Our total contribution percentagewise to the contribution of the other 
countries is approximately 18 percent. 

Mr. PassMaNn. The $78 billion figure is the combined contribution 
of all the members of the NATO nations? 

Mr. Spracue. That is correct. 

Mr. Passman. What is the population total in these nations? 

Mr. SpracuE. Roughly 265 million people. 

Mr. Miter. Do you classify Turkey as European NATO? 

Mr. Spracue. Turkey and Greece are included here for this 
purpose. 

Mr. Miter. Greece is not included, either? 

Mr. Spraaue. Yes, in these charts. 


STRENGTH OF MILITARY ASSISTANCE PROGRAM ALLIES 


Now I would like to show you what the contribution of the United 
States together with their contribution has produced. Starting again 
in 1950, the European NATO countries, all of the countries to which 
we give grant aid, had a total of 960 combat naval vessels, ground 
forces of 3% million men, and conventional aircraft of approximately 
11,000, of which only 477 were jet aircraft. However, as a result of 
this buildup to which we have made a significant contribution, their 
forces at the end of 1956 calendar year totaled 2,300 combatant naval 
vessels, active ground forces of 4.8 million, and 12,000 conventional 
aircraft, with almost 11,000 jet aircraft. This is an increase in jet 
aircraft in the 7-year period of 1,125 percent. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Wicc.LeswortH. Is that a worldwide chart, Mr. Secretary? 
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Mr. Spracue. Yes. There is another chart which adds a little to 
these figures which I will come to in a moment. 

Mr. Gary. This is not NATO, then? 

Mr. Spraaue. This is worldwide, exclusive of Australia, Canada, 
and the United States, and New Zealand. At the same time that 
these forces had been building up through the infrastructure program 
and other programs, they have the capability of operating off better 
airfields, and many more of them, early warning systems have been 
established particularly in Europe, forces have better training, or- 
ganization, and morale, and the communications systems are better. 


FREE WORLD DEFENSE EXPENDITURES 


During the same 7-year calender period we have put into our own 
forces, United States forces, a total of $254 billion. This graph on 
the right shows the figures I mentioned before but it adds the con- 
tribution of Canada, Australia, and New Zealand to their own de- 
fensive effort, and countries not receiving grant aid, and that total 
is $124 billion, for a grand total. 

Mr. WiaeLeswortH. You have $254 billion for our own defense 
and—— 

Mr. Spracue. $124 billion is the total of all countries with which 
we are allied, including the $17.4 billion of the United States military 
assistance. 

Mr. PassmMan. That makes ours a total of $274 billion, then? 

Mr. SpraGcvuE. $271 billion, sir. 

Mr. PassMan. Compared to what figure for all of our allies? 

Mr. Spraaue. $107 billion. 

Mr. Wiaaiesworts. I thought you just gave us $254 billion for 
our defense. 
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(Discussion held off the record.) 

Mr. Sprague. As to this expenditure of $254 billion for our own 
defense, we have here roughly 969 combat naval vessels, an Air 
Force approximating 26,600 airplanes, and 1 million men in our 
ground forces. ‘To this there is added the strength of the free world, 
including Australia, Canada, and New Zealand, 2,500 naval vessels, 
an Air Force of 27,000 planes, of which 12,600 are jets, and 5 million 
men under arms. It is impossible, Mr. Chairman and members of 
the committee, for anybody to compute what the cost would be to 
the United States of maintaining this level of forces out of its own 
pocketbook, to say nothing of the fact that it would undoubtedly be 
impossible for this country during peacetime to raise the necessary 
forces to have several million more men overseas. It would be too 
great a strain on the domestic economy, and therefore, because of our 
contribution, we have made it possible on a mutual-effort basis to 
establish an enormous defensive capability throughout the free 
world. 

Mr. Passman. I believe it was established a moment ago that the 
contribution of the United States and NATO combined was $271.4 
billion. 

The total contribution of all the other nations was $107 billion. 

This indicates that our cost for the program is about two and a half 
times the cost borne by the other nations combined? 

Mr. Spraauer. That is right. 

Mr. Passman. What is the population total of all the nations 
which contribute the $107 billion? 

Mr. Spracue. I don’t have that figure on the tip of my tongue, sir. 

Mr. Passman. Place it in the record, please. 

Mr. SpraGue. Yes, sir. 

(The information requested is as follows:) 

The population of the free world is approximately 2.7 billion. 


Mr. PassMan. Protecting their nations means as much to those 
people as it means to us to protect our Nation? 

Mr. Sprague. That is right. 

Mr. PassmMan. Most of those nations were able to support them- 
selves and fight a war on a weaker economy than they have today? 
I refer to the economy of prewar days of the combined nations. 


DEFENSE EXPENDITURES AS PERCENT OF GROSS NATIONAL PRODUCT, 
FISCAL YEAR 1956 


Mr. Spraacue. I don’t know that you can base it on the prewar 
economy of these nations because their economy was substantially 
altered by World War II, particularly in the case of Korea and Indo- 
china where we have given a substantial amount of aid. They were 
completely devastated by the wars fought there. 

Mr. PassMAN. They have a sounder economy today than in prewar 
days, so why are not they making a larger contribution? 

(Discussion held off the record.) 

Mr. Miuuer. Would it be possible for them to supply, at the same 
time they supply the population figures, the defense costs in proportion 
to the national income of the various countries involved? 

It might be well to have it all consolidated in the same table. 
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Mr. Passman. Let us insert this information in the record at this 
point. 
(The information requested is as follows:) 


Defense expenditures as percent of gross national product, fiscal year 1956 
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1 Not available. 


Not available for Latin America. 
FREE WORLD MILITARY STRENGTH 


Mr. WiaGLeswortH. | cannot read the figures you have there. 
Under the allied setup how many combatant ships do you have? 

Mr. Spracup, 2,500. 

Mr. WiaGLeswortu. So what you are telling us is that the rest of 
the world has 2,500 combat vessels as compared to something under 
1,969 in this country? 

Mr. Spracur. That is correct. 

Mr. Wicetesworts. And that they have 27,000 planes, or about 
the same number as we have in this country? 

Mr. Spracue. That is correct. 

Mr. WiaeieswortH. And that they have 5 million ground troops 
compared to about 1 million we have in this country? 

Mr. Spracusr. That is correct. 

Mr. Wiaaieswortu. All of that is supported at far less cost than 
would be required if we undertook to do the job ourselves, 

Mr. Spracur. It is not so much a question, sir, of the population 
but the fact of the matter is that they are supporting forces which 
are substantially larger than our own forces for less money. 

Mr. WiGceLeswortH. Less money and without American man- 
power? 

Mr. Spracue. That is correct. 

Mr. Narcuer. As far as combat vessels are concerned, with the 
exception of submarines, is it not true that the ships in mothballs and 
the ships in commission in this country would outnumber the rest of 
the world approximately 5 to 1? 

Mr. Spracus. I cannot say how many ships we have in mothballs. 

Admiral Brerern. I am Admiral Charles Bergin. In round num- 
bers we have 1,350 combatant ships, including fleet oilers and ships of 
capital size? 

Mr. Narcuer. In commission now? 
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Admiral Brerarn. In mothballs. 969 ships on the average are in 
commission. 

Mr. NartcuHer. 2,300 is the total of combatant ships? 

Admiral Beran. That is an approximate figure around the world. 

Mr. Narcuer. As far as ships are concerned where would we be 
in any danger other than submarines as far as numbers are concerned? 

Admiral Brerern. That chart does not show the entire Russian 
threat. They have a very large navy which they apparently intend 
to use. 

Mr. Narcuer. Off the record. 

(Discussion held off the record.) 

Mr. Natcuer. Russia, of course, has constructed and has in 
commission a large submarine fleet. 

Admiral Brerain. Yes. 

Mr. Narcuer. Is that not the only problem we have at the present 
time considering the types of weapons that will be used in case of 
an outbreak? 

Admiral Brrarn. I would not say, sir, it would be the only threat. 

Mr. Spracue. It is safe to say in that connection that I think 
the largest majority of this figure here is in destroyers and submarine 
chasers, in other words, ships that are available to meet that submarine 
threat. 

Mr. Natcuer. We are not in any serious danger in my opinion from 
the standpoint of ships when we can go down and cut the bow off 
of the Kentucky, a $55 million brandnew ship constructed up to the 
superstructure with engines and everything installed, and place this 
bow on another ship involved in a collision with a destroyer. We 
cannot be in too ed a condition, can we, Admiral? 

Admiral Beretn. The Navy is the one to answer that question, sir. 
I am here assisting Mr. Sprague in his presentation. Our Navy is 
alert, and assisted by the Alice we have a strong force. However, we 
cannot rest on our laurels and we must keep alert and modern. 

Mr. Sprague. This will show you how the picture has changed in 
this 7-calendar-year period we have been discussing. 


CHANGE IN AID BY AREAS 


In 1950—79 percent of our grant aid went to Europe, 16 percent 
to the Middle Kast, and 5 percent to the Far East. By the end of 
1957, through fiscal 1957, only 25 percent to Europe, 27 percent to 
the Middle East, and 46 percent to the Far East. I think what this 
clearly indicates is that the European countries have developed a 
capability increasingly with the improvement in their own economic 
conditions to support and equip their own forces. 

The increase in the Middle East results from the vacuum which 
has been created there in the last couple of years, and the Far East 
increase, which is the most marked, is large ly the result of the Com- 
munist Chinese aggressions in Indochina and Korea, and it is an effort 
to bolster the military capability of the southe ast Asia countries 
to resist. 

In case you cannot see it, I point out that our grant aid to Latin 
America in this period has risen to 2 percent. 
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OBLIGATIONS AND EXPENDITURES-——MILITARY ASSISTANCE PROGRAM 


Gentlemen, this is the financial picture with respect to the military 
assistance program as to which Mr. Holcombe will later elaborate in 
considerable detail. 

Starting with fiscal 1956 we had an unexpended carry-forward 
balance of $6.2 billion, to which was added obligational authority of 
$1 billion. Expenditures in that year were $2.6 billion. That was 
with a carry-forward of $4.6 billion going into fiscal 1957. New 
obligational authority was received of $2 billion for a total of $6.6 
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billion. We estimate our expenditures in fiscal 1957 will total $2.2 
billion. When the budget message was sent to the Congress this 
winter the President requested new obligational authority of $2.4 
billion, which if added to the carry-forward resulting from the differ- 
ence between estimated expenditures in 1957 and the carry-forward, 
would make a total going into fiscal 1958 of $4.4 billion carry forward. 
We estimate expenditures for 1958 of $2.2 billion. 

However, between the time of the message and the middle of this 
spring, the Defense Department, as a result of studies which had been 
going on intensively over a period of a year, determined that we 
could cut our requests for new obligational authority by $500 million 
as a result of reductions in the program which had been effected, 
without in any way altering the program itself, that is as to its effec- 
tiveness. We are now asking for $1.9 billion in new obligational 
authority instead of $2.4, but we are requesting that the unobligated 
$500 million of reduction be reauthorized for use during the coming 
fiscal years, which gives a total of $6.3 billion against our estimated 
expenditures of $2.2 billion for 1958 fiscal year, which results in a 
carry-forward into fiscal 1959 of $4.1 billion. 
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In accordance with the oft-expressed wish of the Congress, the 
people who have been administering the military assistance program 
in the Defense Department have made a consistent and successful 
effort to reduce the carry-forward from 6.2 in 1956 to an estimated 
$4.1 billion going into fiscal 1959 

Mr. Passman. Was this action based upon legislation enacted by 
the Congress, or was it at the initiative of the Defense Department? 

Mr. Spraacue. I think it has been a cooperative effort, sir. Going 
into fiscal 1953, including new obligational authority for that year, 
we -had a total of $12.5 billion available for the military assistance 
program. Going into fiscal 1958, including the request for money, 
it had been cut in half, $6.3 billion. 

Mr. PassMAN. Would this fact indicate Congress has appropriated 
more money than needed in prior years? 

Mr. SpraGue. I would say it indicates not so much what Congress 
has done but the fact that the programs presented have been some- 
what higher in the past than those presented to you this year. Ex- 
perience of the last 4 or 5 years with the program has made it possible 
for the programers and the administrators of the program to effectuate 
reductions in the program. The program requests are based on better 
management techniques. 

Mr. PassMAN. Would it be indicated that at one time the program 
was funded for about 4 years in advance, according to the average 
annual expenditure? 

Mr. Spraacur. Funded 4 years in advance, you say? 

Mr. PassMANn. Considering your annual average expenditure during 
the same years. 

Mr. Houcomse. Expenditure was higher in that year. The 
amount of carryover would have to be for a higher expenditure. 


EFFECT OF BETTER MANAGEMENT TECHNIQUES 


Mr. Gary. The situation is that you could not get the materials 
back in that time and, therefore, your unexpended balances banked up. 
You had to have the money to make the contracts, and the money 
was appropriated by the Congress, but you could not get the materials, 
and, therefore, you could not spend the funds as rapidly as you are 
spending it now. 

Mr. Spracuek. That is certainly partly true. 

Mr. PassmMan. The lead time was reduced? 

Mr. SpraGue. Yes. 

Mr. Passman. What is the lead time estimated for fiscal 1958 as 
compared to fiscal 1953? 

Mr. Hotcomse. In approximately 2 years—the expenditure rate in 
1953 was about $4 billion, so it was something like slightly over 
3 years in 1953 as compared to about 2 years. 

Mr. PassMaANn. Average is 2 years? 

Mr. Hotcomse. Yes, compared to the expenditures of each period 
of time. 

Mr. Spracur. Do you have the expenditure rates for these prior 
years, Mr. Shaw? 

Mr. Suaw. Yes, sir. 

Mr. PassMAN. We have already requested this information for the 
record. 
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Mr. Spracur. We have been able to effectuate these reductions 
through the application of better management techniques, which in- 
clude better planning of the program in the early stages by making 
maximum use of the countries’ capabilities, by better screening of the 
programs after they have been sent to the Pentagon from the field, 
through the establishment of regional priorities and the compilation 
of data as to the assets and usage rates of the countries themselves. 
Through better funding techniques, limiting advanced lead time re- 
quired, and by better administration and sending out coordinated 
instructions to the field and better production planning with the serv- 
ices. This particular chart will be amplified by Mr. Holcombe in his 

resentation, and he will give you a better idea in detail as to just 
10w this has been accomplished. 


MILITARY-ASSISTANCE PROGRAM FOR FISCAL YEAR 1958 


The program which we are requesting—the $1.9 billion in new obli- 
gational authority and the reappropriation of $500 million—is to be 
spent for force improvement of $900 million—that is, new equipment 
and newer weapons—force maintenance, which is your spare parts, 
ammunition, and consumables, $345 million. In the special program, 
which is infrastructure, facilities systems and methods, weapons de- 
velopments, and a request for an authorization and use of $175 million 
in an installment sales program or a loan program. I think it is 
better called an installment sales program. 


INSTALLMENT SALES PROGRAM FOR MILITARY EQUIPMENT 


Mr. Passman. Mr. Secretary, is not that something new in the 
military phase of this operation? 

Mr. Spracunz. This is something new; yes, sir. We have found that 
a good many countries are now able to purchase military equipment 
from the United States. However, they are not able in all cases to 
purchase it for cash in the year in which it is delivered to them. They 
would like to have the opportunity, and we would like to provide them 
with the opportunity, to pay as much cash as they can on the line 
when it is delivered, and give them the opportunity to pay the balance 
over a period of 3 years. That is what we have in mind, and that will 
be done at interest rates of probably about 3 percent. 

Mr. PassmMan. Mr. Secretary, could you provide a list of the nations 
to which these loan are conte mplated? 

Mr. Hotcomse. We will provide it for the record. 

Mr. Passman. Also kindly supply information as to the rate of 
interest which will be paid. 

Mr. Hotcomse. I am advised that this will be covered in detail in 
a later presentation when we get down to the regional directors. 

(A classified statement was supplied to the committee.) 

Mr. Passman. Would the loans be repayable in dollars or in the 
currencies of the various countries? 

Mr. Spracue. They will be repaid in dollars, and, to the extent 
that in the military assistance program we can utilize the foreign 
currencies, we might take foreign currencies, but we do not want to 
take foreign currencies and be stuck with them. Unless we can have 
a use for it in the military assistance program, we will not take it. 
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Mr. Gary. Do you plan to set up a special revolving fund similar 
to the one they are planning for the development assistance funds? — 

Mr. SpracueE. Yes, sir; that is what is contemplated. 

Mr. Gary. It is proposed to give that fund authority to borrow 
from the Treasury so as to take it from under the control of the Con- 
gress. Do you propose the same for this fund? 

Mr. Spracue. No, sir; if that money is appropriated, we will use 
that money as the basis for the fund originally, and it will be reused 
as the payments are made for the same purposes. I would like to 
point out that in connection with this program 85 percent of the 
money that is spent will be spent in the United States. In other 
words, it goes into American dollars, and, in part, comes back to the 
Treasury in the form of American dollars, and, in addition, to the 
extent that the money is spent outside the country in dollars, it 
inevitably comes back, so that eventually the United States gets the 
full dollar benefit of the expenditure. 

Mr. Passman. Mr. Secretary, with reference to American dollars 
credited to a foreign country, this has no effect on our own economy 
until eventually something produced in this country is requisitioned? 
Does not, eventually, all of the money come back here? 

Mr. Spraaur. Yes; I think that is true. 

Mr. PassMaNn. Certainly it is a windfall to business? 

Mr. Spraaue. I think very few people realize the fact that 85 per- 
cent of this money is spent right in the United States. 

Mr. Passman. I thought it was all spent here. I did not think 
the action would have any effect on our own economy until the final 
requisition is drawn, spending the dollar in America. 

Mr. Spracue. Gentlemen, in summary, we are emphasizing new 
weapons for our allies principally in Europe because of this enormous 
threat by Russia and Communist China in the form of forces which 
I have previously mentioned. I want to point out that Russia has 
missles, and they are developing them very fast. They have bombers 
capable of reaching the United States with atomic weapons and 
advanced fighter aircraft which have probably as good capability as 
our own frontline aircraft. 


EFFECTIVENESS OF MILITARY ASSISTANCE PROGRAM 


The effectiveness of the military assistance program is indicated 
on this chart. This [indicating] is the Soviet orbit at the end of World 
War II. Between 1945 and 1950 the satellite countries of Eastern 
Europe were added to the Soviet orbit, and Communist China became 
associated with the Soviet orbit. However, since 1950, when the 
military assistance program started, only two small bits of geography 
have been added to the Communist bloc—the countries of North 
Vietnam and Tibet—both of which were substantially infiltrated with 
communism prior to 1950. 

To sum it up, the military assistance program is designed to protect 
our overseas bases, protect the collective security agreements which 
we have around the world, to safeguard our critical material supplies, 
to build up military strength of our allies, and to modernize their forces, 
all at the lant possible cost to the United States. It is for that reason 
that we are asking the Congress this year for new appropriations and 
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new obligational authority of $1.9 billion and $500 million as a re- 
appropriation from fiscal 1957. 

Gentlemen, we talk about the deterrent capability of our Strategic 
Air Command in preventing the outbreak of war, and certainly that 
has the highest priority in terms of our own defense effort. However, 
I believe this has been echoed before the Senate and House Foreign 
Relations and Foreign Affairs Committees by Admiral Stump, of 
CINCPAC, in the Pacific, and General Norstad, that there is another 
substantial deterrent to the outbreak of war, and it is the strength of 
our allies established and assisted to a substantial extent originally by 
our own military assistance program and implemented by their own 
expenditures and their willingness to join with us in collective security 
agreements which have been fostered by the military assistance pro- 
gram and the fact that these forces exist all around the world mean 
that if the Communist bloc hits, they will be met by people who are 
equipped and trained and who have the will to resist because the 1y know 
that the United States stands with them in the defense of the free world. 

Thank you very much, Mr. Chairman. 

Mr. PASSMAN. Thank you, Mr. Secretary. 

Mr. Sprague. I might suggest to you, sir, that if you would like to 
have Mr. Holcombe proceed with his presentation which is in some 
detail on the economics of this program and how the savings were 
effected, we shall be glad to do so. 

Mr. Passman. Mr. Holcombe, do you have a general statement to 
present to the committee? 
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STATEMENT OF JOHN L. Hotcomser, Director, Orricre or PROGRAM- 
ING AND REVIEW 


Mr. Hotcomse. I have some charts, Mr. Chairman, if the com- 
mittee approves, and I will speak from the charts. 
Mr. PassmMan. Kindly proceed. 


CHANGES IN THE PROGRAMING PROCESS 


Mr. Houcomse. Mr. Chairman, I will discuss the changes that 
have been made in the programing process, the management of the 
program during the last year, the effects the changes have had upon 
the program and how they have permitted the reductions in require- 
ments for funds in the amount of $500 million not required for the 
1957 program but which have been requested for reappropriation in 
fiscal year 1958. 

Witnesses who follow me will be prepared to discuss the particular 
requirements and how we determine the program for a particular 
country or special program. 


OBJECTIVES OF MILITARY ASSISTANCE PROGRAM 


The program of military assistance is a matter of weighing and 
balancing very many complex and diverse factors for 38 separate 
countries. We must first consider that the national objectives of the 
United States differ from area to area. In one place that may be a 
matter of internal security; elsewhere, the major objective is to sup- 
port regional pacts such as NATO and SEATO. Elsewhere the sup- 
port, protection, and defense of United States bases may be the 
major problem as in Spain, and, lastly, we have had areas where mil- 
itary assistance has been an important factor in meeting overt Soviet 
aggression, such as in Korea, Vietnam, and Taiwan. 

Even within the definition of the United States objectives, the mil- 
itary requirements vary because of a number of factors such as the 
existence or nonexistence of United States forces in the area that can 
be coordinated with the local forees. The existence of geographic 
defenses and traditional military specialties may urge that in one 
country the Navy be given particular attention, whereas in another 
country the ground forces or the Air Force would be concentrated upon. 

The military requirements having been determined, it still remains 
to evaluate the country’s capabilities. Can the country buy this 
military requirement? Instead of receiving it under grant aid, or at 
the other end of the scale, in an undeveloped country is it possible 
for this country to maintain and effectively operate the equipment 
even though it were granted by the United States? Here at home 
the requirements must be screened for our own availability. There 
is no point in financing more than can be produced from United States 
stocks or United States production within the normal financial lead 
time. If the item is a long lead-time item, then consideration must 
be given to the chance of early obsolescence as a calculated risk. 

Finally, the priority must be established between other items for 
the same country against other countries and as compared to the 
requirements of our own forces. There is also, of course, the financial 
consideration that must enter as to the unit price and as to the total 
funds that are available. 











322 


In any program affecting 38 countries, there are the various prob- 
lems that affect all of these countries such as the dive ergence in climate 
which may urge that various kinds of equipment either be provided 
or not provided, and the difference in language, stage of development, 
and traditions. 

RESULT OF PROGRAMING REVIEW 


In this process there bas been a gradual development since the 
beginning of the program. However, last spring the Department of 
Defense made a careful evaluation of the experience in programing. 
The difficulty, the criticisms, the various group reports as to the 
programing successes and programing failures were considered with a 
view to attaining the objectives of programs at lesser cost and with 
greater effectiveness. The result of this programing review was to 
indicate that there were three major problems in the programing 
process. The first of these was that the military assistance program 
was out of phase with other defense programs, resulting in program 
requirements being prepared later than they should be. Therefore 
production planning could not be integrated with that of the three 
military departments who must prov ide the material along with their 
own requirements. Lastly, the execution of the program and the 
supply actions were compressed into the last few months of the fiscal 
year. Because of these difficulties, the programs that were presented 
and prepared could not be based upon firm prior year programs. The 
estimates which were made last year for 1957 had to be made before 
there was a final determination as to how all of the 1956 funds were 
to be used. Finally, there was inadequate data for a critical review 
of the program at the various review levels that were required in the 
governmental process. Once these problems had been identified, 
procedures were immediately adopted and steps taken to solve them. 

In the phasing, the obvious solution, or part of the obvious solution, 
as to beginning the program cycle earlier and in the program that is 
before you, the 1958 program, was begun 2 months before the 1957 
program and the 1959 program, which is already in preparation, 
started 4 months earlier than the 1957 program. It was also i impossi- 
ble to coordinate and combine into a single document the various 
instructions that were issued previously from several headquarters, 
and at various time, so that the people in the field had at one place 
at one time a full period for planning all the instructions under which 
the program was starting to be developed. Lastly, the large number 
of consecutive hearings of the review agencies in the executive depart- 
ments in Washington were combined into a single, round table review, 
where every one could ask his questions and everyone could hear the 
answers and time could be saved that formerly had to go into a large 
number of steps. This, as I will show later, has to a considerable 
extent brought the program back in phase, and the completion of this 

rocess is being vigorously pushed. Once this was done, it was possi- 

le to obtain a firm base for the new program so that in the program 
before you no decision was taken until there was a firm decision taken 
ahead of that on the 1957 program, and the funds available from earlier 
programs. 

Similarly, the combination, coordination, and instructions have 
permitted better data for review and more time in which to conduct 
that review here in Washington. However, in addition other steps 
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have been taken and the unified commands have prepared an area- 
wide list of priorities across the services and the countries in their 
respective areas. Uniform reports of consumption and assets have 
been required for the first time so that it is no longer necessary to rely 
on United States experience rates, but rather on actual country 
experience tailored to their own requirements. Lastly, the coopera- 
tion of the State Department and ICA representatives, and the eco- 
nomic experts in each of the country teams has been organized so we 
now get a unified and combined evaluation by the country team 
regarding the country’s ability to buy this aid required, the equipment 
required, or in underdeveloped countries their capability to utilize it 
if it were provided. This has had several results. 


PROGRESS IN PROGRAMING 


The first one I would like to discuss is the matter of the timing of 
the program, and the important thing from the standpoint of pro- 
graming is how fast after the money is appropriated can it be gotten 
to the supply agencies who have to initiate supply action. To the 
extent that we can compress this time, which is ordinarily called 
administrative lead time, we can do with less carryover funds, and we 


ely) 





can reduce the carryover and, as Mr. Sprague has shown, we have 
done. In 1956 the funds made available to the Army, Navy, and Air 
Force to begin supply action, as you will note, were mostly in the last 
uarter of the fiscal year for which the funds were made available. 
his required that, in addition to the normal process, lead-time funds 
had to be provided for all this additional before they could be gotten 
out where the production and the supply action actually takes place. 
In 1957 the program, which we are now operating and which was the 
first one under the new plan, we made some improvement but not so 
much as we would like, but a considerable amount. The major part 
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of the funds were made available to the operating departments at the 
end of December and the beginning of January. The program that 
is before you in the estimate of our fund requirement is based on our 
being able to improve this considerably more. We have plans and 
the operations underway to make available the bulk of the funds to the 
military departments within weeks after the appropriation is avail- 
able. This permits a very considerable savings or reduction of the 
carry-forward and is to a large extent responsible for the report that 
was made to Congress. If we are not able to do this additional 
improvement, more funds would be necessary than are being currently 
requested of the Congress. We have, in other words, taken credit 
for additional improvements under the new management techniques. 


REDUCTIONS MADE IN FISCAL YEAR 1958 REQUEST 


1 would like to try to show the major areas in which reductions 
have been effected. It is not possible in this to identify the particular 
$500 million that was reported to you because we have two programs. 
We have a program that was presented to the Congress last year 
which was for $3 billion plus $166 million appropriation from a prior 
year, or a total of $3.166 billion. This, of course, as was shown on 
Mr. Sprague’s chart, is in addition to a $4.4 billion carry forward from 
prior years. The next program we have is a program that reflects 
the actual appropriations of the Congress of $2,213 million, including 
reappropriation or a reduction from the program presented to Congress 
last year of nearly $1 billion—$953 million. However, this program 
has also included the $500 million estimated unobligated balance as 
of next June 30. So, that the total difference between the programs, 
that is the program presented to Congress last year, and the program 
as it has actually been carried, is $1, ‘453 million. That is the com- 
parison which I propose to explain at this time. Actually, it is com- 
posed, of course, of many hundreds of individual changes, some up 
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and some down. But about seven principal changes will show how 
the total reduction was accomplished in substance. 


CATEGORIES WHERE SAVINGS WERE EFFECTED 
The first three categories are spare parts, ammunition, and consum- 


ables and are, as you will recognize, the sort of normal operating 
maintenance requirements of the forces. Once enough is provided 


SAVINGS | 


FY 1950-1957 
BP (in millions) Si 









Spare Parts $755 

ot A DAG 
Ammunition i _ 243 
Consumables a 106 
Refinement of Advanced Weapons é Pe di 4 

Wn “German Stockpile es \ 14 7 nag 
XC Training ES ttt 3652. ; 

“Yugoslavia . Mca 36 

? SS os age 


for the operation of the forces and for the minimum required lead time, 
that is all that should be funded, and an addition to that amount 
does not improve our military readiness. 

I will show in the large category here of spare parts and ammunition 
a little more detail in just a moment, as to how this net reduction was 
accomplished. Refinement of advanced weapons shows a reduction of 
$144 million from the amount requested from Congress last year and 
this was done without reducing any weapon which was required, and 
which could be produced within the normal funding lead time from 
1957 funds. 

Mr. Passman. Off the record. 

(Discussion off the record) 

Mr. Hotcomse. I am going to take up these which are typical of 
consumption-type requirements, and this one [indicating] in greater 
detail. The last three will explain right now, and not go back to 
them unless there are questions. 

To some extent all of these savings were anticipated and reported 
to the Congress last year. It was reported to the congressional com- 
mittees that there was a reevaluation of the management techniques 
and the programing process underway and that it was expected that 
this would provide for additional savings which would be reported 
to the Congress. 
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Specifically, in the case of the German stockpile, it was reported 
that there were items on hand which had originally been programed 
for Germany which were not now required because of the German 
military sales program, and that if these items could be programed 
for other purposes and save appropriated current aid funds, that would 
be reported to the Congress. During the year $147 million of the 
equipment which was programed for Germany has, in fact, been used 
for other programs and that amount has, pursuant to the report to 
the Congress last year and the plan announced to the Congress last 
year, been held out as a savings and is part of the $500 million which 
was reported. 

There has been a $36 million reduction in training. This has been 
done, again, without a reduction of required training, but by a careful 
evaluation of the skill shortages, the availability of courses and class- 
room space in our services and the capability of the recipient countries 
to provide students who had sufficient training in English and the 
technical background to profitably absorb the training. Lastly, $36 
million in Yugoslavia was reduced as a result of congressional ac ‘tion. 


SPARES AND COMPONENTS 


If I may proceed in somewhat more detail on a few of these items, 
in the case of spare parts and components the program justifications to 
the Congress last year totaled $1,878 million of which $559 million was 
new obligational authority requested in the 1957 program, and budget, 
and $1,319 million was carry forward from the 1950 to 1956 program, 
carry forward into 1957. As a result of the requirement of data for 
assets and consumption, as a result of the careful evaluation with full 
knowledge for the first time of how much was programed in prior years 
for each category of spare parts and components, it was possible to 
effect a considerable reduction. 
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The techniques and management changes which I have described 
permitted, without the reduction of any requisition where a requisi- 
tion was required to support the forces, a reduction of the program by 
three-quarters of a billion dollars in this area of spare parts and 
components alone. 

This, of course, is a reduction not from the amount——— 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. PassMAN. You may proceed. 

Mr. Hotcomss. I was explaining that by the evaluation of the 
countries on usage rates of spare parts and the required financial 
lead time, taking into consideration the advanced funding that is 
contemplated for 1958, we were able to reduce the total required by 
three-quarters of a billion dollars in this one category alone, for a 
new total of $1,123 million of which $228 million represents the amount 
allocated out of the $2.2 billion of new obligational authority made 
available by the Congress. 

Mr. WiceteswortH. What do you mean by “advance funding?” 

Mr. Honcomsr. I mean the fact that we are planning on making 
the new funds available to the services in the early part of the year 
instead of the end part of the year, so you do not have to fund all of 
this extra lead time. 

In 1958 there is another reduction, though, obviously, slighter this 
time, in the total amount of the obligational authority required in- 
cluding both the new funds and the carryover, and this year, as you 
wil notice, somewhat more new obligation authority is required thaa 
last year. This is because some of the reduction or savings that were 
made in this year was the result of living off the shelf or using up excess 
stocks in place. 

Obviously, this is a one-time savings, which cannot be repeated, 
but the total amount is still less, and the total availability is still less 








328 


than we came down to after the three-quarters of a billion dollar re- 
duction in 1957, 
AMMUNITION 


Similarly, in the field of ammunition over $1 billion of availability 
was requested last year, of which $383 million was new obligational 
authority, and the balance in carry forward from prior year funds and 
by the same kind of analysis of actual consumption and financial and 
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production lead time required a total reduction of 24 percent or nearly 
one-quarter of a billion dollars was effected in the funds available for 
this category of material. 

Again, the reduction—I say “reduction” and not “savings” because 
this is a reduction from the program that was justified to Congress, 
and of course part of this had to go to make up for the $953 million 
reduction effected by the Congress in 1958. Still, further improve- 
ment has been estimated, and credit has been taken for it to bring 
the total availability down from $1 billion to three-quarters of a 
billion, to $500 million over these 2 years in the field of ammunition 
and still provide the countries with ammunition that they need to 
fire to maintain their readiness to the extent that they will and can 
actually fire it and to provide a normal pipeline. 

These changes and others like them in the field of consumables, 
and so forth, have permitted us to concentrate in the high priority 
areas such as the new weapons area where $553 million was requeste “d 
either in country programs or in regional programs of the Congress 
last year. 

NEW WEAPONS 


New weapons includes guided missiles, the new aircraft, including 
the Century series, early warning systems, and submarine detection 
equipment. This program was subjected to the same sort of tech- 
nical review as has been previously described, and the first thing we 
found in this review was that there had been about $44 million left 
out in the field of test equipment and ground association equipment, 
and so forth. So, the actual amount that would have been required 
under the old method of computation was about $600 million. On 
the other hand, however, as a result of price adjustments and a care- 
ful analysis of cases, by not getting countries to buy these equipments 
where they cannot, particularly Germany, and an examination and 
careful analysis of lead time, we determined that the net requirement 
for 1957 funds and the total requirement that we could finanee within 
normal lead time was actually $409 million, and this amount has been 
funded out of the reduced amount provided by Congress without any 
reduction on a requirements basis. In 1958, the program now before 
you, the same type of analysis has been made in advance of presenta- 
tion to Congress so that we are able to ask for $338 million of new 
obligational authority, but we have already excluded $151 million 
that we hope and expect to buy and to sell so that the total program 
we will provide both from military sales and from grant aid will be 
$489 million as a result of the 1958 program. 

There are other steps that must be taken to carry on this program 
in management improvement that we have started. Obviously, in 
the matter of the few months that we have had one cannot achieve 
the ultimate or the goal set for ourselves; however, we have, as you 
have seen, gone quite a ways, and we have further anticipated the 
additional steps that we will take will further reduce the request or 
the amount that we will need for 1958. 
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INSTITUTION OF MAAG OFFICERS’ ORIENTATION COURSE 


One area of improvement is that as our instructions get better, 
inevitably they will get more data and, though, we have good officers 
in our MAAG’s, they have a limited capability in the relatively short 
time they are on that kind of duty in absorbing the technical require- 
ments of determining a country’s capability and determining these 
requirements by measuring assets, consumption rates, and so forth. 
So, we are currently planning to institute a MAAG officers’ orientation 
course to give each of the key officers here in Washington before he 
goes out for his tour in the field and by an intensive course in the 
technical problems of programing, in the general problems of the 
program and in his role as a personal and private ambassador of the 
United States in his day-to-day dealings he will be able to render 
greater service. Since 1950 a reporting system has grown up which 
has never been subject to an across-the-board thorough examination. 
That has been instituted within the last 3 months because we have 
found that to a certain extent the reporting system no longer meets 
our needs. It is probably more costly and cumbersome than is 
necessary. We expect as a result of this to further improve our 
programing process and, hopefully, to save money and manpower in 
doing so. 

INSTALLMENT SALES PROGRAM 


Lastly, it is the policy of the Government and the Defense Depart- 
ment to encourage purchase and military sales of this equipment 
wherever possible in lieu of grant aid. This is currently possible 
under section 102 of the act where a military department can make 
a sale of military equipment, and under section 103 also. However, 
there is no provision for sale unless the full amount of funds is put up 
in advance of the arrangement for the sale. This means that a piece of 
aircraft, for example, that might take 3 years to deliver, would have 
to be paid for in toto in advance before the sale is consummated. 
Any country that could not undertake that kind of purchase probably 
could undertake it if there were an installment plan whereby it could 
be paid for as it was being manufactured or when it was delivered. 
In Europe there are countries that would be able to take care of their 
day-to-day need for spare parts and maintenance and that sort of 
thing that cannot take care of pipeline which might be likened to goods 
in a wholesale or retail store. If we could provide the stock of goods in 
Europe so that a country could come in on a country-store basis over 
the counter and get their requirements and pay for them at that time, 
we could have more military sales and less grant aid. It is for that 
purpose that the Department of Defense is asking for $175 million, 
which is not essentially a loan fund. It is to put us in business so that 
we can finance a stock of goods for day-to-day sale and so that we 
can carry a customer during the period from the beginning of produc- 
tion until the item is delivered. In other words, this is a short-term 
business operating fund limited to 3 years, strictly limited to $175 
million in total fund to be appropriated by Congress and subject to 
our report to you each year as to where we stand in relation to the 
fund. This together with a change in language to permit us to engage 
in this businesslike way of doing things, will, we are convinced, permit 
us to have more military sales, less grant aids, and has to some extent 
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been taken into account in the amount of grant-aid funds that have 
been requested for 1958. 


DECLINE IN UNEXPENDED BALANCES 


Then in total the availability goes down in 1957, 1958, and 1959. 
The program for which $2 million of new dhlleaticnal authority was 
appropriated in 1957 actually, as the result “of reductions, savings 
made in lower priority areas, provided for $2.3 billion of new program 


AVAILABILITY Rx NE 
A 


yg RepUetD 
ie 





during the period. Similarly, in 1958, $1.9 billion of new obligational 
authority, as a result of reported savings and reductions, will ‘provide 
a total program of $2.4 billion. 

Mr. Forp. May I ask a question at that point? 

Mr. PassmMan. You may. 


INSTALLMENT SALES PROGRAM 


Mr. Forp. Is the $175 million for which you seek an appropriation 
included in the $4.4 billion? 

Mr. Hotcomse. That is correct. This $2.4 billion includes $175 
million that is not grant-aid but is a one-time proposal for a fund to 
assist in the military sales and to convert grant-aids into military 
sales, leaving a new and lower carry-forward of $4.1 billion into 1959. 


DECLINE IN UNEXPENDED BALANCES 


Furthermore, this reduction in carry-forward has been made not 
by taking out or restricting the high-priority force improvement items. 
This, on the other hand, represents a larger percentage. As we reduce 
the total there is a larger percentage which is the true bona fide long- 
term items, the new things, new aircraft, guided missiles, and of 
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course the $175 million for the sales program, which will carry on as 
a revolving amount available from year to year as it builds itself up. 

So, in summary, we are able to achieve our objectives of protecting 
United States bases: protecting regional pacts; safeguarding the 
sources of materials, and building and modernizing allied military 
strength, through: 

Better planning, as I have described, by maximum use of country 
capability data. 

Better screening through the use of military priorities on a regional 
basis and improved data as to assets and consumption rates. 

Better funding, limited advance funding to required lead time. 

And better administration through coordination of instructions 
and production planning, so as to provide better defense for the free 
world and better use of our dollars through better management. 

Mr. Passman. Mr. Secretary, thank you for a fine presentation. 
I know all of you are working as hard as you can to improve this 
program and simplify it. Is the report you have presented this 
morning a continuation of what has been going on for the past 2 or 3 
years to modernize the accounting? 

Mr. Spracue. Yes, with the exception that in the last couple years 
the accomplishments have been greater in the application of new 
management techniques. 

Mr. ALEXANDER. Off the record. 

(Discussion off the record.) 


TESTIMONY GIVEN IN FISCAL YEAR 1957 HEARING AS TO FIRMNESS OF 
BUDGET ESTIMATE 


Mr. PAssMAN. On page 116 of last year’s hearings, our colleague, 
the late Member from New Mexico, Mr. Fernandez, asked this ques- 
tion, or made this statement: 


Mr. FeERNANDEz. A day or two ago or maybe longer I read where the legislative 
committee had cut the authorization, as I understand, for military assistance by 
a figure of $1 billion or was it $1.2 billion? 

Mr. Gray. The House Foreign Affairs Committee? 

Mr. FERNANDEz. Yes. 

Mr. Gray. It was a billion in military aid and 200 million in economie aid, 

Mr. FeRNANDEz. Are you in position to tell us now where you are going to cut 
off that $1 billion of military aid, if that cut stands? 

Mr. Gray. It would be very difficult to do. Other witnesses before the com- 
mittee will be prepared to discuss the detailed implications of this. I shall only 

say, sir, that, both because of the magnitude and the conditions which were im- 
posed by the House committee, it would require a complete reevaluation of our 
entire program. 


Mr. McGuire, in last year’s hearings, testified as follows: 


Mr. Hensel was making a reappraisal of the program. I would like to read 
you what Mr. Hensel said last year. Mr. Hensel, Assistant Secretary of Defense 
at that time, stated that the Department of Defense was conducting a complete 
reappraisal of the military-assistance program in the light of the then-existing 
situation. He further stated that the results of this reappraisal could not be 
made available prior to congressional action on the 1956 program, and that he 
had taken certain actions pending the completion of the study. Such actions 
were, first, a slowdown was put into effect; and, secondly, the fiscal year 1956 
estimate was a conservative one. 

Mr. Hensel believed that the results of this appraisal would permit planning 
for 1957 on a more realistic basis and that revealed deficiencies would be picked 
up in larger requests for 1957. 
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UNOBLIGATED. FUNDS OF 1957 APPROPRIATION ACT 


Your Department last year requested $3 billion for this program, 
and the Budget Bureau recommended that amount to the Congress. 
This committee recommended $1,735 million, and then the other 
body recommended $2,300 million; but the final compromise, not 
counting the carryovers appropriated by the Congress, was $2,017,- 
500,000, almost $1 billion below the total of the budget request. 

It is apparent that the amount requested last year was double the 
amount actually needed, because the Congress appropriated $1 
billion less than requested and there are now unobligated funds of 
$500 million, which will revert to the Treasury unless the Congress 
reappropriates the money. 

Mr. Spraaue. I understand, Mr. Chairman. 

Mr. PassMan. The observation was made because there are some 
new members of this committee, and I think they might wish to 
review last year’s hearings and determine something more concerning 
the facts of this matter. 

Mr. Spracue. I cannot comment on last year’s testimony because 
I was not in my present post at that time. I am sure the people who 
made the presentation were acting in good faith. 

Mr. Passman. I will concur they were acting in good faith, but 
they also were without knowledge of the requirements. 

Mr. Sprague. This year it has been our attempt to come up and 
present to this committee and other committees concerned with this 
bill the complete facts as we see them today, in an effort to be com- 
pletely honest with the Congress and hopefully to perhaps achieve 
some credit for a man-sized effort to cut down the program to what 
we think are workable and manageable figures in the interests of 
the taxpayers. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. PassmMan. Mr. Secretary, we know you are trying to do just 
what you say you are trying to do; but your predecessors felt similarly, 
and gave the s same type of assurance you are giving, and we know they 
were equally as sincere. Yet, in the final analy sis, they requested 
twice the amount of funds needed. 

Mr. Houcomse. I would like to say, Mr. Chairman, as I said 
earlier, that during the session about a year ago Mr. McGuire, who 
was making the presentation, did, I believe, say to the committee that 
things as they were then developing were permitting some reductions. 
I think before the session ended a reduction of $500 million was 
indicated. 

Mr. Passman. Yes, they were in a compromising position. 

Mr. Hoxtcomseg. We only received the new reports from the field 
last July—analyzed them in the fall and winter. 

Mr. Passman. I recall that Mr. McGuire was certainly causing 
concern about what would happen if the full amount requested should 
not be appropriated. We are gratified to learn, however, that the 
billion-dollar reduction made by Congress did not damage the pro- 
gram, and that you can now report a total of $500 million available 
which you did not need. 

Mr. Spracus. Mr. Chairman, it should not be assumed by the 
committee that the reduction in the program we have presented will 
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result in the additional reductions of the same kind that we have been 
able to make for fiscal year 1957 without seriously jeopardizing the 
program. But I think our program this year should indicate to you— 
I hope it does—that any reduction we are able to effectuate during 
1958 will be completely and honestly reported to the committee. We 
have to operate the program as we see it today based on the force 
levels we get from the Joint Chiefs of Staff. We are doing our best 
to implement that program at the least possible cost, and if we can 
effectuate further reductions, we will do so. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. SpraaueE. I would like to say, Mr. Chairman, that I firmly 
believe, and so does Mr. Wilson and Admiral Radford, that the 
emasculation of this program would give Russia more comfort than 
almost anything the United States could do short of substantially 
reducing its own offensive and defensive capability. 


JUSTIFICATION DATA 


Mr. Passman. Without objection, we shall insert in the record 
at this point pages 19, 20, 21 and 22 of the worldwide summary 
statement. 

(The matter referred to is as follows: ) 


Miuirary ASssIsTANCE 
DEFINITION 


The term ‘‘military assistance’’ describes assistance in the form of equipment, 
supplies, and services which is furnished directly to, and is physically used by, or 
otherwise immediately benefits selected military forces of another country and 
which is necessary to the maintenance of such forces at a given level of effective- 
ness, The rationale for extending such assistance will generally depend upon the 
existence of three facts: (1) The importance of the forces involved to the defense 
of the United States or to the defense, or protection against internal subversion, 
of an area which is important to the security of the United States; (2) the essen- 
tiality of the equipment, supplies, or services provided for achieving the level of 
effectiveness desired for such forces; and (3) the inability of the recipient country, 
for political, economic, or technical reasons, to obtain such equipment, supplies, 
or services with its own resources. Occasionally, however, considerations of 
foreign policy may dictate the provision of military assistance even though one 
or more of these otherwise essential elements is not present. 

The forces to which military assistance may be provided may include para- 
military forces or police forces under military control, as well as the forces which 
are part of a country’s regular military establishment. Similarly, the equipment 
and supplies furnished as military assistance may include, in addition to so-called 
military hardware, all those soft goods, such as food, uniforms, petroleum prod- 
ucts, construction materials, and other consumables, which are directly employed 
by, or immediately benefit, military forces and which at one time were covered 
in a separate aid category called direct forces support. Many of these soft goods 
are separately identified within the military assistance program under the special 
heading ‘‘Consumables and Construction.”’ 

This classification also includes the following programs which, although not 
falling strictly within the definition above, are closely akin to, and have custom- 
arily been treated in conjunction with, military materiel and training programs: 
The provision of machine tools and other production equipment abroad (facilities 
assistance), contributions to certain international military organizations (SHAPE 
and the Standing Group of NATO) for their operating and administrative expenses 
and for the construction or equipping of military facilities (infrastructure), assist- 
ance in the development by friendly countries of weapons of advaneed design 
(mutual weapons development). 

The distinction between military assistance and defense support is explained 
under the description of the latter. 
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Murua. Security Program—MIUlMtTary ASSISTANCE 
Analysis of funds available, fiscal year 1950 through fiscal year 1957 
{In millions of dollars} 


APPROPRIATIONS, FISCAL YEAR 1950-56 | NET AVAILABILITY, FISCAL YEAR 1950-56 


Fiscal year: imount Amount 

1950_ $1, 314. 0| Appropriations 1 $22, 005.2 
1951 5, 222. 5| Add reimbursements 20. 4 
; 1952 5, 744. 0| Add transfers in 2 130. 4 
: 1953___ {, 219. 8| Less transfers out 1, 060. 4 
| 1954_ __ 3, 230. 0} Less returns to Treasury 610. 3 

1955 ee Be a 
1956 1, 022. 2| Net availability 20, 485. 3 
t a ‘ - | 
; ROGER. cu n 1 22. 005. 2| 


! Includes $60,000,000 appropriated for ‘Common use’”’ in fiseal year 1955 
2 Includes $10,000,000 transferred to ‘‘Common use”’ appropriation in fisea]l year 1955 
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OBLIGATIONS AND RESERVATIONS OF FISCAL YEAR 1957 FUNDS 


Mr. Passman. Mr. Secretary, what is your present estimate of the 
total amount that = be obligated during the present fiscal year? 

Mr. Spracue. 1957 

Mr. PassMan. Tu; 

Mr. Sprague. Obligated or expended? 

Mr. PassMan. Obligated. 

Mr. Spracue. $1.7 billion. 

Mr. Passman. $1.7 billion in new obligations? 

Mr. Suaw. For military assistance. 

Mr. Passman. Does that include defense support? 

Mr. Spracue. No. 

Mr. Passman. How much is that total? 

Mr. Spracue. We do not handle that program. 

Mr. Passman. I know you do not handle it. 

Mr. Murpny. $1,163,000,000. 

Mr. Passman. How much did you obligate and reserve during the 
first 8 months of the current fiscal year? 

Mr. Suaw. The total through April—— 

Mr. Passman. The first 8 months. 

Mr. SHaw. About $814 million. 

Mr. PassmMan. What will be the total of obligations during March, 
April, May, and June? 

Mr. Suaw. We expect to obligate during March $127.8 million. 

Mr. Passman. I want the total for the 4 months, March, April, 
May, and June. 

Mr. SHaw. May I give them by months? 

Mr. Passman. If you will total them. 

Mr. Suaw. Just a minute; $889,009,000. 

Mr. PassMan. You expec t to obligate and reserve as much in the 
last 4 months as you did in the first 8? 

Mr. SHaw. Approximately; yes; that is correct. 

Mr. Passman. How do you ‘account for the increase in obligations 
during the last 4 months, as compared to the first 8 months? 

Mr. Saaw. As Mr. Holcombe explained on the charts, it is very 
difficult to get a program into a position where it may be funded after 
appropriation, and the earliest we have ever been able to do so was 
done this current year. We got a large portion of it funded in De- 
cember. We have funded or will have funded the balance of it in ac- 
cordance with the rate I have just given you. It is the best we have 
been able to do. 

Mr. PassMan. But almost every year there have been unob ligate d 
carryovers? There have been funds at the end of eac h ifise al year 
which either reverted to the Treasury or were carried over’ 

Mr. Suaw. In small amounts. This is the largest amount, but it 
is purposely being held because there is no program requirement for 
it at this moment. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. SuHaw. One of the reasons we are forced in this position is that 
this Congress has been unwilling to give us no-year availability. If 
we had no-year availability you would see a much earlier report on 
obligations. It is simply that we must, if we are going to effectuate 
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the program that you authorize us to do, apply those funds before the 
end of the year or we will not be able to fund that program. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. Spracur. We expect to level off in the absence of any out- 
standing development or emergency to $2.4 billion a year in the fore- 
seeable future. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. Wiaetesworrn. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Shaw, what amount do you expect to be obli- 
gated during June of the present fiscal year? 

Mr. Suaw. We will obligate or reserve during June $238 million. 


OBLIGATIONS, RESERVATIONS AND UNOBLIGATED BALANCES AS OF JUNE 
30, 1957 


Mr. PassmMan. What is the estimate of the unexpended balance as 
of June 30? 

Mr. SHaw. $4.4 billion. 

Mr. PassMaNn. That total is in the military assistance category? 

Mr. SHaw. Military assistance only, yes. 

Mr. Passman. What percentage would be in obligations, reserva- 
tions, and the unobligated balances? 

Mr. Sprague. In other words, what portion of the $4.4 billion is 
either obligated or reserved? 

Mr. Passman. The obligation figure and the reservation figure. 

Mr. Suaw. May I insert that later, Mr. Chairman. It will take 
me a minute to find it. 

Mr. Passman. We should like to place the information in the record 
at this point. 

Mr. Suaw. The unliquidated reservations as of June 30, 1957, are 
estimated at $2.28 billion; the unliquidated obligations as of the same 
date, $1.62 billion; and the unobligated and unreserved balance as of 
June 30, 1957, $500 million. The total unexpended balance as of 
June 30, 1957, is estimated at $4.4 billion. 


DIFFERENCE BETWEEN A RESERVATION AND AN OBLIGATION 


Mr. PassMan. Kindly explain for the record the difference between 
a “reservation” and an “obligation.” 

Mr. Suaw. Yes, sir. Obligation of military assistance money oc- 
curs after those funds are allocated to a procuring service and they are 
cited by that service for the procurement concerned. 

Reservations of military assistance moneys occur at the time a 
common item order for military materiel is issued to one of the military 
departments. The reservation is equal to the value of the order. 
Those funds then are transferred to the military department concerned 
and are held by them until they achieve delivery in accordance with 
an agency-approved definition, at which time they reimburse the 
appropriation which financed the procurement of the articles. 
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DEROBLIGATIONS IN 1957 


Mr. Passman. Could you state the amount of prior obligations 
that were deobligated during 1957? 

Mr. Suaw. That was asked for yesterday, sir. It is in the process 
of preparation. It will be inserted in the record in accordance with 
the chairman’s request of yesterday. 

Mr. Passman. You do not have the information with you? 

Mr. Suaw. No, sir. I happen to know that the deobligations in 
fiscal 1957 amounted to $26 million. 


DERESERVATIONS IN 1957 


Mr. Passman. As to the prior reservations, how many will be 
dereserved during fiscal 1957? 

Mr. Suaw. That is a very difficult question to answer, Mr. 
Chairman. In fiscal 1957 in one sense there will be no dereservations 
at all. However, that does not mean there have not been program 
adjustments. As I have just explained, the reservation funds are 
transferred to the military accounts. If it is found there is a surplus 
in the reservation account over and above the common item orders, 
it is appropriate under the law for us to request additional items from 
that service against the reservations already established. 


PROCUREMENT OF MILITARY HARDWARE 


Mr. PassmMan. We were discussing earlier today the lead time on 
materiel for the mutual security program. As I recall, you said the 
average lead time is 2 years? 

Mr. Suaw. For military hard goods the average lead time is 2 years. 

Mr. Passman. Would that apply to the mutual security program 
the same as to our defense program? 

Mr. Suaw. The ICA representatives would be able to give you a 
better answer on that. 

Mr. Passman. A large percentage of the mutual security hard- 
ware comes from our own stocks, maybe surplus? 

Mr. Spracue. You mean military assistance? 

Mr. PassmMan. Yes, military assistance. 

Mr. Spracur. Not surplus. Spare parts, ammunition, and so on, 
may come from shelf item Inventory. 

Mr. Suaw. Most of it is procured or supplied through military 
channels. 

Mr. Spracusz. The heavy hardware, however, is largely procured 
from new production. 

Mr. PassMAN. It was my understanding that in many cases it has 
been advantageous to use materiel from our obsolescent stocks. 

Mr. Suaw. That is done. 

Mr. PassmMan. What percentage of the total is in such category? 

Colonel Critz. When it is surplus to the requirements of the mili- 
tary department, there is no charge to the military assistance pro- 
gram except the charge for rehabilitating it. If it is not surplus to 
the military requirements, we must purchase it from them and they 
will either give us one off the shelf and buy a new one or buy direct 
for us. But in our request for funds we request no funds for surplus 
items. 
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Mr. Passman. While not listed as such, the effect is actually of 
buying excess items from the military departments for dollars? 

Colonel Critrz. The only cost is for rehabilitation. 

Mr. Passman. That cost can be great. 

Colonel Crirz. If the cost of rehabilitation exceeds about one-third 
of the value, we do not take it. 


COST OF JEEPS CHARGED TO MILITARY ASSISTANCE PROGRAM 


Mr. Passman. Are you familiar with the World War II jeeps which 
were reconditioned by the military and sold to the mutual security 
program? 

Colonel Crirz. Yes, sir. 

Mr. PassmMan. Would you elaborate on that transaction? 

Colonel Crirz. As I recall the jeeps cost about $1,500. 

Mr. Passman. Some as low as $1,200, maybe? 

Colonel Critz. In that general area. But those vehicles, that price 
included the cost of repairing and rehabilitating, which was done by 
the military departments. The military departments in turn, in most 
instances, if the requirement existed, bought new ones for their own 
use. 

Mr. PassMan. So if the new ones cost $3,400, the charge to MSA 
could be $3,400? 

Colonel Critz. We could have under the law. 

Mr. PassmMan. And in some instances the charge was more than 
the cost of the jeeps during World War II? 

Colonel Critz. That is possible. 

Mr. Passman. So that this, in effect, amounted to an additional 
appropriation to the military department? 

Colonel Crirz. It might be stated that way. 

Mr. Forp. Will the gentleman yield? 


OBSOLETE AND OBSOLESCENT EQUIPMENT 


Mr. Gary. You are certainly not sending these people materiel that 
is completely obsolete? 

Colonel Critz. No. 

Mr. PassMAN. I used the word obsolescent, and I understand there 
is a difference between obsolescent and obsolete, and we do send 
obsolescent materiel? 

Colonel Crirz. We do where it fulfills a military requirement. 

Mr. Gary. I would like to know just what the difference is. 

Colonel Crirz. May I cite an example? 

Mr. Mitier. Mr. Chairman, I do not know if we ought to put that 
on the record or not. It might do some harm to have some of our 
allies thinking they were getting material of questionable value. 

Mr. Gary. That is exactly what I am trying to clear up. To my 
mind the record now indicates that is true, and I am trying to clear 
it up. 

Mr. Spraaur. Obsolete equipment is equipment which, generally 
speaking, the connotation is it is no good. We do not give these 
people obsolete, no good material. We give them in some instances 
material that has been used and rehabilitated. In many cases 
material that has been rehabilitated is better than it was before. 
That is particularly true of aircraft, because the bugs have been taken 








344 


out and it is an improvement over the original model. The equip- 
ment we give universally is useful and meets the objectives set for us 
by JCS as to the type of material these countries can effectively 
utilize. 

Mr. Gary. And some material is surplus to our needs because the 
purpose for which it was procured no longer exists. You call that 
obsolescent to our needs, but it might be just exactly what one of 
the other countries might need? 

Colonel Crirz. That is correct. 

Mr. Spracuer. Due to the rapid integration of modern equipment 
in our military system, much of the equipment which is surplus to 
our needs is useful to them. 

Mr. Gary. That was my understanding and I wanted that cleat 
in the record. 

Mr. PassmMan. An obsolescent machine could be a new one? 

Colonel Crirz. That is correct. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


PRICING POLICY FOR MAP MATERIAL 


Mr. Passman. Under such procedures, this is a penalty to your 
agency, because the agency is having to pay more than the original 
cost for materiel that has been renovated and that is not new. 

Mr. Forp. May I say something there? 

Colonel Crrrz. The law is now amended so that when we get a 
used car we get it for a used car price. 

Mr. Forp. That is the point I was going to make. 

Mr. Passman. Under the present law, if it is a used car or a used 
jeep, you pay the price of a used car or jeep? 

Colonel Crirz. Yes. 

Mr. PassmMan. Who establishes the price? 

Colonel Critz. The Department of Defense. And we have a 
uniform pricing policy so that the charge is the same for everybody, 
among the services or from the services to Mutual Security or for sale. 

Mr. PassMan. You are familiar with the abuses to which I referred 
this morning? 

Colonel Crirz. Yes; but that has been corrected by law. 

Mr. Forp. Mr. Chairman, could the record show when the amended 
law went into effect? 

Colonel Critz. That was corrected in the amendments to the 
Mutual Security Act of 1954 which were effected by Congress last 
year. 

Mr. Passman. Have you purchased some automobiles or trucks or 
jeeps since the law was amended? 

Colonel Critz. Yes. 

Mr. Passman. Can you, for the record, indicate what they cost 
now, the model, and the MSA charge for it? 

Colonel Critz. May I enter that in the record? I have it not only 
for automobiles but for aircraft and—— 

Mr. PassMan. Let us keep it to jeeps or automobiles, something 
we can compare. 

Mr. Spracue. I think it would be useful to have inserted at this 
point the pricing directive. 
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Mr. PassMAN. Without objection, that information will be inserted. 
Kindly include also the information on automobiles, trucks, and jeeps, 
giving the year model, the current cost, and the price paid for purchase 
from the Defense Department. 

(The pricing directive referred to is as follows:) 


Pricine Pouticy ror MAP MATERIEL 


It is Department of Defense policy that the military departments will use 
standard prices for purposes of inventory accounting and as the basis for pricing 
sales of all materials, supplies, and equipment, except plant equipment, complete 
aircraft, and ships (including sales to MAP). Department of Defense directive 
7510.1, dated December 31, 1956, subject: Uniform Pricing Policy for Mate- 
rials, Supplies, and Equipment Financed by Military Appropriated Funds and 
Department of Defense directive 7420.1, dated February 1, 1954, subject: 
Regulations Governing Stock Fund Operations establish the basic policies and 
criteria to be followed by the military departments. Directive 7510.1 also estab- 
lishes Department of Defense policy under the fiscal year 1956 amendments to 
subsection 545 (h) of the Mutual Security Act of 1954 pertaining to the pricing 
of items sold to MAP. The fiscal year 1956 amendments require generally that 
the same item prices be used for sales to MAP as would be used for similar trans- 
actions between the military departments. 

Standard prices shall be published regularly by the respective agencies respon- 
sible for their establishment. For items currently being procured, such prices 
normally will be reviewed at least once a year and revised when significant changes 
occur. The current purchase or production cost of an item should generally be 
based on such valid evidence as current contracts, purchase orders, or invoices. 
Judgment may be required to arrive at more accurate current prices where it is 
deemed to be appropriate to spread high initial costs of production or to incorpo- 
rate pending contract price revisions, 

Reduction in the standard price of an item is appropriate under certain con- 
ditions, 

A draft of a Department of Defense instruction, dated February 6, 1957, sub- 
ject. Uniform Price Reductions Applicable to Sales of Items in Military Supply 
Systems, is currently (March 1957) being circulated for final coordination and 
approval. The purpose of this instruction is to provide specific guidance for 
establishing standard price reductions applicable to reimbursable issues of all 
materiel of military supply. The factors of age, deferred maintenance and re- 
pairs, and obsolescence (relative efficiency in use or combat of latest model or 
type as compared with older model) influence the utility or desirability of an 
item and should be considered in establishing price reductions. In order to ob- 
tain uniformity in application of the reduced pricing policy for sale purpose, it is 
being proposed that the following predetermined rate factors be utilized for single 
items having a standard inventory price per unit of $100,000 or less: 


Percent of reduction 
Condition Description of property Items cur- Items not 
rently being | currently 
procured being pro- 
cured 
Serviceable: 
i kee a Sa New ensuite es 0 20 
II Sinaea fanless LaF WOE ekcns ; 20 40 
Unserviceable: 
eccend J saith 7 ..| Minor repairs required _. 40) 60 
Byes ele Usb wuhhds ati ....| Major repairs required - 70 90 


It should be stressed that the factors in the above table are still in draft form 
(March 1957). For single items having a unit price over $100,000, sales will be 
made at fair value on the basis of negotiation, considering cost, age, condition and 
current market or in accordance with specific agreements approved by the Office 
of the Assistant Secretary of Defense (Comptroller). 


Colonel Crirz. This is marked classified. 
Mr. PassmMan. Off the record. 
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(Discussion off the record.) 

Mr. Miuuer. Mr. Chairman, might it not be possible that they 
could supply some of the data that you requested that is unclassified, 
to fill out the record, because that information is useful when we get 
on the floor. Just because that whole document is classified, there 
may be some excerpts that they can give us for the record that would 
not be classified. 

Mr. Passman. Any information in this respect which is not classi- 
fied, you will insert in the record. 

Mr. Spracue. We will do that to the maximum extent. 

(A classified statement was supplied to the Committee.) 

Mr. Passman. Mr. Gary. 


TWO-YEAR AUTHORIZATION FOR MILITARY ASSISTANCE PROGRAM 


Mr. Gary. Mr. Secretary, Mr. Shaw made the statement that the 
failure to adopt the no-year policy had given you a great deal of 
difficulty in administration. As I understand it, the recommendations 
of the administration pertaining to this program and the Senate bill 
will give you a no-year policy in the future. Is that correct? 

Mr. Spracusz. That is correct. 

Mr. Gary. You will not have to come before the Congress each 
year for authorization? 

Mr. Spracun. We only got a 2-year authorization from the Senate 
Foreign Relations Committee, and those funds would be no-year funds 
for that 2-year period. 

Mr. Gary. However, if you classify military assistance as a part 
of our national defense, since the national defense program is sie 
ized, would that not have the effect of authorizing this entire program 
so that it would not in the future require any authorization? 

Mr. Forman. The answer is “No”. The mere transfer of the ap- 
propriation from one separate Mutual Security Appropriation Act to 
the Defense Department Appropriation Act would not bring us in 
under the permanent appropriation of the Defense Department. 
The reason is that the Mutual Security Act has a section in it that 
says unless otherwise specified there must be annual authorizations 
for appropriations, and the authorization for the appropriation is for 
an appropriation to the President. That is the language of the 
authorizing bill. It is not an authorization of appropriation to the 
Department of Defense. 

Mr. Gary. I know why it was put in. It was put in to make it 
more palatable, and we have been making changes in this program 
every year since it was first started to make it more palatable. The 
minute people begin to complain about it we switch it and say that now 
it is defense, so they will not complain. Regardless of the purpose 
of it, I want to know what the effect of it is going to be. Iam a little 
afraid that putting this appropriation over in the Department of 
Defense and making it Department of Defense funds will give it a 
permanent authorization. 

Mr. Sprague. No, sir; that is not correct. It will not give it a 
permanent authorization. The only authorization we can get is from 
the authorizing committees of the Congress separately, entirely apart 
from the three service budgets. 

Mr. Gary. I understand that, but the question is whether or not 
the bill as passed by the Senate, if the House concurs, would not have 
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the effect of Classifying these expenditures as part of our national 
defense expenditures and thereby putting them under the authoriza- 
tion of the National Defense Act. 

Mr. Spracue. That is correct, it would not have that effect because 
specifically the Senate bill as approved by the Senate Foreign Rela- 
tions Committee is limited to a 2-year period, fiscal 1958 and fiscal 
1959. 

Mr. PassmMan. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. PassMan. I believe it has been brought out earlier that this is 
a psychological move, so that the American people would accept it. 
Would the same witnesses you have here this morning appear before 
the House Appropriations Committee other than the Defense Sub- 
committee? 

Mr. Spracue. In the future, sir? 

Mr. PassMAN. Yes. 

Mr. Spraaus. That depends on the authorization. 

Mr. PassmMan. If you requested the authorization you would still 
request the money and have the same people administering the pro- 
gram and the same people justifying the amount, but before a different 
subcommittee? 

Mr. Spracus. The same people will be justifying it and admin- 
istering it. 

Mr. Gary. There will be no change in administration of the pro- 
gram. That statement was made yesterday. 

Mr. Spraaue. No change is contemplated. 

Mr. PassmMANn. There would be a different committee handling the 
funds requested. That is about the only difference. 

Mr. Spraaue. That is not necessarily so, sir. As far as we are 
concerned, that is a matter for Congress itself to decide, as to what 
subcommittee of the Appropriations Committee hears the presentation 
for the appropriation. 

Mr. Passman. I asked Mr. Gary to yield so I could endeavor to 
determine where the savings would result by the proposed changes 
in the program. 

Mr. Hotcomee. As far as the psychological effects go, I am a civil 
servant and am not qualified to speak to it, nor is anybody in defense 

ualified to say which subcommittee this would be considered by. 
hat is up to your committee. 


BENEFITS TO BE DERIVED BY INCLUDING MILITARY ASSISTANCE AS A 
PART OF THE DEFENSE DEPARTMENT BUDGET 


But there are other than psychological benefits to this. I have 
emphasized in my presentation the value and necessity of getting in 
phase with the defense planning cycle. 

One of our difficulties in the past has been that the production 
planning—this is largely a procurement and production type of pro- 

ram we have—the production planning has taken place for the Army, 
Navy, and Air Force at one time. After the production rates and 
times are all set, our program comes in and we get an appropriation 
weeks or months after the military departments. So it has to be 
done separately as an entirely different operation. That has thrown 
us months behind, and it will require additional funds. 
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Mr. Denton. Could you not correct that by getting your figures 
in sooner? 

Mr. Hotcomse. We have to go through an authorizing cycle which 
the defense appropriations themselves do not have to go through. 

Mr. Gary. How are you going to send your request to the Congress 
as a part of the defense budget when you do not get these figures until 
May or June? The defense budget is presented and out of the way 
by that time. 

Mr. Spracue. If we had the continuing authority which we have 
requested, we would then be able to plan so as to get our figures to 
the Congress at the same time that the Defense Department figures 
for the Army, Navy, and Air Force are presented. 

Mr. Forp. Would the gentleman yield? 

Mr. Gary. Yes. 

Mr. Forp. If the Senate version of the bill goes through, at least 
for fiscal 1959, there is a specific authorization limited to the extent 
of $1,500 million for this program. So for at least 1 year, assuming 
again that the authorizing legislation becomes law, they would have 
that advantage in the next fiscal presentation. 

Mr. Denton. I want to congratulate you on your presentation of 
your request. I think that is the best presentation I have heard made 
since I have been on this committee. 


BUDGET PROGRAM FOR MILITARY ASSISTANCE 


I just want to ask you a few questions. You saved a half billion 
dollars of new money through economy. Is that correct? 

Mr. Spracue. We were able to reduce the program by that much. 

Mr. Denvon. You are asking to have that money reappropriated 
for next year, are you not? 

Mr. Spracus. That is correct. 

Mr. Denton. Of course, if that is reappropriated and your budget 
is not reduced, you have not been saving money to the taxpayers 
generally. 

Mr. Spracue. We have, sir, in the sense that if we had not been 
able to reduce our requirements by that much, we would have spent 
it this year or next year. We would have put it in the pipeline. 

Mr. Denvon. If it did not revert to the Treasury, you would. 
The money would revert to the Treasury unless it is reappropriated. 

Mr. Spracue. That is correct. 

Mr. Denvon. If that money is reappropriated, that would make a 
total of 2.4 you are asking. 

Mr. Spracup. Yes. 

Mr. Denton. Last year you were given 2.2. You are asking an 
increase of $200 million, although you did save considerable money by 
your economy. 

Mr. Spracur. We expect to expend next year 2.2 

Mr. Hotcomse. Through the savings we have a program actually 
of 2.3, as I explained in my charts for 1957. In 1958 we are asking for 
a program of 2.4, but $175 million of that is not grant aid, but a one- 
time authorization and funding of a businesslike sales program. 

Mr. Denton. 1.4. 

Mr. Hotcomse. That brings us down for grant aid to something a 
little over 2.2, which is actually less than the grant aid program we 
have effected of 2.3 in 1957. 
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Mr. Denton. That is what we had all day yesterday, whether we 
would collect this money. 

Mr. Hotcomse. This is a different kind of money we are talking 
about now. ‘This is short-term financing of inventories on a hard- 
money reimbursable basis. It is not a long-term loan and is not in 
any sense a substitute for grant aid except that by selling this material 
we will get the money bac k. This does not authorize any loans from 
the Treasury. 

Mr. Denton. The Senate authorized $1.5 billion in the bill they 
passed, and a carryover of a half billion? 

Mr. Hotcomss. No; 1.8 plus carryover, a total of 2 

Mr. Denton. The Senate gave you all you asked? 

Mr. Spracue. They reduc ed it by a hundred million. 

Mr. Denton. I noticed that about 85 percent of these goods are 
a yagepal in America. That means 15 percent overseas. You used 
Public Law 480 funds and counter part funds added to that? 

Mr. Hotcomsp. Yes. 


LOCAL CURRENCY UTILIZATION IN MILITARY ASSISTANCE PROGRAM 


Mr. Denton. Have you taken that into account in giving us a 
figure of how much you used in counterpart and in Public Law 480 
funds in making these offshore purchases? 

Mr. Hotcomssg. Yes, sir. 

Mr. Denton. Can you give us something in the record showing 
how much you used last year and how much you intend to use this 
year in that respect? 

Mr. Hotcomse. Yes, sir. 

(The information referred to follows:) 


Local-currency utilization in military-assistance program (offshore purchases and 
construction)—including Public Law 480 


Cumulative through June 30, BGA tee ee ue _._. $63, 703, 760 
Peed, BOOGn VORP TOG7.. . «0 8Sc Tib WN a ectansaanawacua 42, 600, 000 
TIONG, COOK) YORE DOD ia nt ints ERE tnten hin anon 92, 700, 000 


Mr. Denton. Just how general is this purchase of surplus material 
from the Defense Department? How extensive is it? 

Mr. Hotcomser. That is shown in the presentation books both in 
total with a worldwide summary and in each of the country sheets. 
It shows the total value of excess material that has been furnished to 
each of these countries during the life of the program. 

Mr. Denton. Could you tell me about how large it is? 

Mr. Sprague. Our total is by country. We will have to total 
it up. 

Mr. Denton. I can do that, I guess. 

Mr. Spracue. We will be glad to do it. 

Mr. Denton. As I say, I want to congratulate you on your econ- 
omies. I hope you can continue that practice and accelerate it even 
more so than you have in the past. 

Here is one thing that bothers me a good deal. That is about this 
foreign military aid. A representative of the State Department sat 
in my office, I guess you all know him, and said to me that we had 
made a great deal of material available to China when the Nationalists 
were on the mainland. However, regiment after regiment deserted 
and took that equipment over to the Communists. 
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He told me he saw motion pictures depicting when the Communists 
went through Peking, and said that 1t took a day for them to pass 
and that they were equipped entirely with American equipment. 


FORMOSA INCIDENT 


We have spent in Nationalist China a half billion dollars a year. 
We saw that country subject us to the greatest indignity the United 
States has suffered in years where they entered the Embassy, 
attacked personnel, and tore the flag to shreds. One wonders how 
much we can count on them to help us when that attitude prevails. 

Japan is a nation we conquered after she made a sneak attack upon 
us. We have been probably the most generous victor in history. We 
have done things in Okinawa that we do not do for ourselves. They 
elected a Communist mayor. In this Girard case we have to turn this 
man over to Japan when everybody agrees under the treaty he should 
be tried by American courts. 

What reliance do we have that those people will be with us when the 
chips are down? I know it does not cost as much to maintain their 
soldiers as ours, but what are we doing to make sure the equipment 
is not going to fall into the hands of the enemy? 

Mr. Spracue. If they are taken over by the enemy, the enemy will 
fall heir to the equipment. 

Mr. Denton. I am talking about their walking over. 

Mr. Spracue. That is a risk we have to take. We have bilateral 
security arrangements with these countries. 

Mr. Denton. We had that with China. 

Mr. Spracure. The Taiwan incident was very serious. We are 
going to reappraise our programs in the light of it. 

ir. Denton. That is all. 

Mr. Spracur. We do expect to take a good, hard look at the 
programing for Taiwan in the light of what happened because, as you 
say, it was an indignity that we had no reason to expect would happen. 


AGE OF CHINESE NATIONALIST ARMY 


Mr. Denton. Here is another thing. I understand that their 
army is about 30 percent made up of natives of Taiwan now and the 
rest of the army is very much overage, since they came over from the 
mainland. 

(Discussion off the record.) 

Mr. Denton. Either defensively or offensively, they need our 
fleet and our Air Force. 

Mr. Spraaue. There is no question about that. 

Mr. Denton. That is what gives me a great deal of thought about 
this whole program in the Far East. That is where most of our 
money is going. I am very disturbed about whether it is a sound 
investment, how big a risk we are taking, and what we are doing to 
protect ourselves from that risk. 

Mr. Spraacus. We are trying to protect those countries from being 
overrun by Communist China. 

(Discussion off the record.) 

Mr. Denton. We are in a very ticklish spot either way. I guess 
that is all. 

Mr. Passman. Mr. Alexander. 
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AID TO YUGOSLAVIA 


Mr. ALExANpDER. Mr. Secretary, what military assistance are we 
giving Communist-dominated countries? 

Mr. Spracun. None. 

Mr. ALEXANDER. Are we supplying material, equipment, and help- 

x train aviators of jet airplanes for Yugoslavia? 

r. Spracue. The President has determined that is not a Com, 
munist-dominated country. We are doing this in Yugoslavia. 
Neither for fiscal 1957 nor fiscal 1958 is any new equipment being 
delivered or programe | for Yugoslavia. The only thing that is being 
done there out of prio. year programs is maintenance ‘through spare 
parts of the equipment they rad alr eady received from us and some 
deliveries of equipment which was previously programed in years 
prior to fiscal 1957. 

Mr. ALexanpER. How much have we given to that country in 
dollar value? 

Mr. SpraaueE. From fiscal 1950 through fiscal 1957 the total is 
$779,970,000. That is the program. 

Mr. Miuter. Are you speaking about military assistance now? 

Mr. Spracue. Purely military. The expenditures against that 
program amount to approximately — 

Mr. Hotcomse. That is a classified figure. 

Mr. Sepracur. We will edit the record, Mr. Chairman. 

Mr. ALEXANDER. Can someone here answer how much economic 
aid we have given to Yugoslavia? 

Mr. Saccio. The comparable figure is on page 107, cumulative to 
fiscal 1956, $380 million in obligations, and expenditures of $374 million 
in round figures. 

Mr. ALEXANDER. Are there any other so-called Communist-domi- 
nated countries that have been found by the President not to be 
Communist and to which we are contributing? 

Mr. Spracue. No, sir. 





AID TO POLAND 


Mr. ALexaNnpDER. How about Poland? 

Mr. Spracus. No military assistance has ever been programed for 
Poland. 

Mr. ALexaNnpER. Could someone answer as to how much economic 
assistance we have given to Poland? 

Mr. Saccio. There is a program for this year which is under Public 
Law 480 and represents sales of surplus agricultural products and ex- 
tension of credits in that area. Part of it will be under the waiver 
authority of section 401 for direct economic assistance. 

Mr. ALEXANDER. How many millions of dollars? 

Mr. Saccio. Mr. Congressman, I do not think I can give you all 
that, but the people who are appearing for the European regional 
presentation can give the entire picture on the Polish agreements. 

Mr. ALEXANDER. Do you have an estimate? 

Mr. Saccio. I think it is approximately $80 million, but I am not 
sure. That would be all told. 
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PROPOSED TRANSFER OF MILITARY ASSISTANCE PROGRAM TO DEFENSE 
DEPARTMENT APPROPRIATION 


Mr. ALEXANDER. Mr. Secretary, what is included in military as- 
sistance which would be transferred under the proposed legislation to 
the Defense Department appropriation? Will there be anything 
other than what we have included under military assistance in the 
past? 

Mr. Spracue. No, sir. 

Mr. ALEXANDER. What about the $175 million? 

Mr. Spraaue. If you are referring to defense support—— 

Mr. ALexanpeEr. I want to know what you are transferring over 
to the Defense Department that previously was under military 
assistance. 

Mr. Sprague. The military assistance part and the defense support 
program, which both appear this year in the Defense Department 
budget as separate line items or under separate titles but appropriated 
to the President. 

Mr. ALEXANDER. The defense support is definitely included in the 
military assistance? 

Mr. Spracue. It is a separate title of the Defense Department 
budget. 

Mr. ALEXANDER. But next year if this is adopted, it would be in 
the Defense Department appropriation bill? 

Mr. Spracue. It would be under a separate title of the Department 
of Defense budget, that is correct. 


DEFINITION OF DEFENSE SUPPORT 


Mr. AteExaNpER. Does the defense support include any economic 
aid? 

Mr. SpraGcue. Defense support does include economic aid which 
serves a military purpose, such as the building of highways or trans- 
portation facilities, port facilities, which will increase the military 
capability of the country to utilize its military forces. 

Defense support can be defined as that amount of money which in 
the form of economic assistance with a military purpose is necessary 
for the country in order to enable it to maintain the level of forces 
which our military planners think they should have for their defense 
as well as ours under our security arrangements with them. 

Mr. ALEXANDER. Almost any type of permanent economic aid 
could be included under defense support if so desired; could it not? 

Mr. Spracue. No; I do not subscribe to that. If we wanted to, 
we could say yes to your question, but that is not what is planned at all. 

A capital improvement to a country which does not have any mili- 
tary justification would not appear as a defense support item. -That 
will be something which would have to be taken care of out of the 
purely economic program, such as the development loan fund, which 
you have heard about, and the technical assistance program. 

Mr. ALEXANDER. If the Congress in its wisdom or ignorance should 
do away with the economic aid, then the scope of the defense support 
would probably be broadened to a great extent; would it not? 

Mr. SpraaueE. | cannot answer affirmatively to that because we—— 

Mr. ALEXANDER. There is a possibility of great latitude in deter- 
mining whether it would be—— 
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Mr. Sprague. There is a possibility of latitude in what is included 
in defense support because it is very difficult to define in some par- 
ticular instances that part of defense support which is more economic 
than it is military, and that part which is more military than economic. 
There is a gray area which makes it difficult to determine in some 
instances. 

INSTALLMENT SALES PROGRAM 


Mr. ALExANDER. Would it be better to have the $175 million loan 
request included under economic aid? 

Mr. Sprague. No, sir, because that fund will be used entirely for 
military hardware. 

Mr. ALexanper. As I understand it, it is a l-year request. Is it 
—— this fund will be increased if it works out well? 

Mr. Spraaus. I would certainly expect it would be if it works out 
well because it would be in the interest of the United States Govern- 
ment to sell rather than give military hardware. 


UNITED STATES OBLIGATIONS UNDER COLLECTIVE SECURITY PACTS 


Mr. ALExaNpDER. In regard to protecting our collective security, 
speaking of all the different agreements that we have—NATO, 
SEATO, et cetera—is it true that, if any one of these countries is 
attacked, we are obligated to come to its aid? 

Mr. Spraaunz. That is automatically true in the case of NATO. 
In the case of SEATO I believe it is after consultation among the 
member states. 

Mr. ALEXANDER. I want to commend you on the fine presentation 
you have made. You have done a fine job. I also want to commend 
you for the savings that you have carried out. 

I just wonder why some of this has not been done previously. 
You not having been here, I am sure you could not answer. 

Mr. Sprague. I cannot answer that, sir. I appreciate your com- 
mendation and I am sure the longer we live with these programs, the 
Congress and the executive branch, the better we are able to present 
them and operate them. 


NUMBER OF FOREIGN COUNTRIES WITH UNITED STATES MILITARY 
PERSONNEL 


Mr. ALEXANDER. There is one other question. In how many 
countries do we have American soldiers stationed at the present time? 

Mr. Spraaue. It depends upon what you mean. Do you mean 
stationed as combat units? In almost all countries in which we have 
a grant-aid program we have what we call military-assistance advisory 
groups, which is a small nucleus of officers and enlisted men, who 
work up the program of military aid and who see that the equipment 
which the country gets is prope ‘rly utilized and also assists that country 
in the training of its forces. Those are not combat troops of the 
United States. 

So if you will say how you want the question answered, we will 
supply it for the record. 

Mr. ALEXANDER. The main point Tf am trying to get to is that I do 
not know that it makes a great deal of difference w herever any of our 
soldiers are, but even if they are just giving instruction. I would like 
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to know the different countries where we have military personnel 


stationed. 


Mr. Spracus. We can do that for you, sir. 


We will break it down 


as to those in which we have combat forces and those in which we have 
military assistance advisory groups. 


(The information referred to follows:) 


FoREIGN COUNTRIES WHERE MAAG PERSONNEL ARE STATIONED 


Belgium 

Brazil 

Cambodia 

Chile 

Colombia 

Cuba 

Denmark 
Dominican Republic 
Ecuador 

El Salvador 
Ethiopia 

Formosa (Taiwan) 
France 


Germany 
Greece 
Guatemala 
Haiti 
Honduras 
Tran 

Iraq 

Italy 
Japan 
Korea 
Laos 
Netherlands 
Nicaragua 


Norway 
Pakistan 
Peru 
Philippines 
Portugal 
Spain 
Thailand 
Turkey 
United Kingdom 
Uruguay 
Vietnam 
Yugoslavia 


ForEIGN COUNTRIES AND UNiTED States Possessions OrHeR THan MAAG’s 
WuerRe Unitep States MILitary PERSONNEL ARE STATIONED 


UNITED STATES TERRI- 
TORIES AND POSSES- 
SIONS 


Alaska 

Canal Zone 

Hawaii 

Johnston Island 

Mariana Islands (includ- 
ing Guam) 

Marshall Islands 

Midway Island 

Puerto Rico 


FOREIGN COUNTRIES 


Afghanistan 
Algeria 
Antarctico 
Argentina 
Aruba 
Australia 
Austria 
Azores 
Bahamas 
Bahrein Island 
Bermuda 
Bolivia 
Bonin Island 


FOREIGN COUNTRIES—con. FOREIGN COUNTRIES—Ccon, 


British West Indies 


Burma 
Canada 
Ceylon 
Costa Rica 
Juba 
Cyprus 
Czechoslovakia 
Egypt 
Eritrea 
Finland 
Formosa 
France 
French Morocco 
Germany 
Greece 
Greenland 
Hong Kong 
Hungary 
Iceland 
India 
Indonesia 
Ireland 
Israel 

Italy 
Japan 
Jordan 


Korea 
Lebanon 
Liberia 

Libya 
Malayan Area 
Malta 

Mexico 

New Zealand 
Panama 
Paraguay 
Philippines 
Poland 
Romania 
Russia 
Ryukyus 
Saudi Arabia 
Spain 

Sweden 
Switzerland 
Syria 

Tangier 
Turkey 
Union of South Africa 
United Kingdom 
Venezuela 


Mr. ALEXANDER. Is the feeling of ill will toward America very 
great in these countries, such as we had as recently demonstrated in 


Formosa? 


Mr. Spracue. No, sir. 


The reports we get from around the world 


are that the feeling toward our forces is exceptionally good under the 
circumstances. The circumstances are that nobody likes to have for- 
eign troops on their soil any more than we would. But I think that 
is a natural feeling of any people. 


But there is a very widespread 
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recognition of the fact that they are there to help the country to 
defend itself. 

Generally speaking, our relations are excellent. 

If you are interested, sir, in a further definition of defense support, 
you will find in your worldwide book on page 31 a fairly detailed 
definition of it. 

Mr. ALEXANDER. Thank you, Mr. Secretary. That is all. 

Mr. Passman. Thank you, Mr. Alexander. Mr. Wigglesworth. 

Mr. Wiaeitesworts. Mr. Secretary, I have a few questions I would 
like to ask but not many. 


APPROPRIATIONS, OBLIGATIONS, EXPENDITURES, AND UNEXPENDED 
BALANCES 


Looking at page 12 of your general statement, which seems to pull 
the figures together pretty well, I see that your carry-forward, as you 
call it, drops from 6.2 in fiscal 1956 down to 4.6 in fiscal 1957, down 
to 4.4 in fiscal 1958, down to 4.1 in fiscal 1959. There is a steady 
decline. 

I take it that is a carry-forward in terms of expenditure, is it not? 

Mr. Spracue. The carry-forward of unexpended balances. 

Mr. WiacieswortnH. As distinguished from unobligated balances? 

Mr. Spracue. That is correct. 

Mr. Wiaa.iesworru. As far as your appropriations are concerned, 
there was apparently an allowance of $1 billion in fiscal 1956, $2 billion 
in the current fiscal year, and a request of $1.9 billion plus a reappro- 
priation of $500 million, or a total of $2.4 billion for fiscal 1958. 

Mr. Spracue. Yes, sir. 

Mr. Wiae.iesworts. So that there is an increase for that period 
in respect to appropriations, which however seems not to be reflected 
in terms of either availability or expenditure. 

You had available $7.2 billion i in 1956 and it fell off to $6.6 billion 
in this year and will drop again assuming that this appropriation should 
be approved in full, to $6.3 billion. 

Your expenditures, which were up to $2.6 billion in 1956, seem to 
have leveled off now at $2.2 billion in the current fiscal year and the 
same figure estimated for fiscal 1958. That is the general picture. 

Mr. SpraGue. Yes, sir. 

Mr. WiceLeswortH. Now by way of summary you have given us 
the objectives of this part of the program as an integral part of our 
own military defense effort, its importance in terms of powerful allies, 
of our bases overseas, of maintaining security treaties, of keeping sea 
lanes open and of protecting strategic materials. 

You have indicated, as I understand it, that about 80 percent of 
this military part of the program goes to 6 countries around the 
periphery of Rosse where military power is particularly important 

om their standpoint as well as ours, namely Korea, Taiwan, Vietnam, 
Pakistan, Turkey, and Greece. Is that correct? 

Mr. Spracue. Mr. Congressman, the 80 percent figure relates to 
defense support. The proportion of our total military assistance 
to those six countries would be about one-third. 

Mr. Wiaateswortu. About 33 percent for those 6 countries? 

Mr. Sprague. About 33 percent of our total military assistance 
expenditures 
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Mr. WiaG._eswortu. Including hardware and defense support? 

Mr. Spracue. And training—(continuing) would be eee one- 
third of the total military assistance program that is allocated for those 
6 countries and about 80 percent of the defense support program for 
those 6 countries. 


MILITARY ASSISTANCE PROGRAM BY AREA 


Mr. Wiee.eswortu. It may be already in the data you have fur- 
nished, but I shall appreciate it if you will furnish for the record at 
this point a brief statement or table that will show the allocation of 
military assistance, either by region or by country, percentagewise. 
That is, when you revise your remarks. 

Mr. Spracue. Would you rather have us do it by region? 

Mr. Wiaceieswortu. Either way. I would like to get a general 
overall picture of where the proposed military assistance is to go. 

Mr. Sprague. On an unclassified basis one of these charts showed 
that at the present time 25 percent of the military assistance program 
is European NATO, about 46 percent Far East, 2 percent Latin 
American, and 27 percent in the Middle East. 

Mr. WieeiteswortH. When you say 25 percent to Europe, that is 
substantially all, I assume, is it not, in reference to our NATO allies? 

Mr. Spracur. Except for Spain and the small amount going to 
Yugoslavia. 

Mr. Wiceteswortu. In those percentages do you include Greece 
and/or Turkey in the European percentage? 

Mr. SpraGus. Yes, sir. 

Mr. WiaGieswortH. You have also indicated certain results of this 
policy, if I understood you correctly. You stated that this policy of 
ours has helped to maintain something like 2,500 combat ships and 
27,000 planes and 5 million in ground forces in Allied countries at an 
expenditure far below what it would cost this country if we undertook 
to do the job that our allies are doing for us, 

Mr. Spracue. Yes, sir. 


REDUCTION IN PROGRAM ESTIMATES 


Mr. Wicciesworts. As to reductions, do I understand correctly 
that through reappraisal, investigation and a revised management 
program, you have been able to effect program reductions for a gross 
total of 1.4 billion, or something like that? 

Mr. SPRAGUE. 1,467 million. 

" Mr. WieeLeswortu. And the net reduction is the 500 million we 
have been takling about? 

Mr. Spraaur. Yes, sir. 

Mr. WiaaieswortuH. There is an item in these reductions referring 
to the German stockpile. I am not clear as to how you were able to 
effect that reduction. 

Mr. Hotcomss. The amount programed for Germany was in 
excess of the Nash commitment, the amount we promised Germany 
we would provide from grant aid. Since that was programe xd in 1953 
and 1954 it has been determined that all aid in excess of the commit- 
ment would be provided to Germany on a military sales basis since 
she was capable of purchasing it. Therefore these excess assets have 
been available for reprograming to other countries and we report the 





so weer wees 


se SR SARI 


PAREN tn Ble Nn RT emm 


eR LNI  e Rg Tme amen 8 





357 


portion we have been able to program up to date of $147 million as a 
saving, as was promised to the committee last year. 
Mr. WiaeLeswortu. Primarily as a result of contemplated sales? 
Mr. Spracus. That is right. 


REDUCTION IN ADMINISTRATIVE LEAD TIME 


Mr. WiaGieswortH. We talked last year and again this morning 
about this matter of lead time, the time lapsing between appropria- 
tions and actual obligations. I am very much interested to learn of 
the reduction in that time which you have been able to make. 

Can you tell us as of now how much you have been able to reduce 
that period on the average? 

Mr. Hotcompsz. As shown by the chart here, (referring to chart 
XVI) between 1956 and what we expect to do, and part of this is 
prospective for 1958 

Mr. WiceLesworta. I want to know what you have done, as well 
as what you expect to do. 

Mr. Hotcomser. The average administrative lead time, the produc- 
tion lead time, or lead time for supply from the depot, follows this. 
That is fairly standard and cannot be reduced. 

Mr. WieGLteswortuH. Production Jead time has been approximately 
18 months from the military standpoint? 

Mr. Hotcomser. On a major item from production it is 18 months. 

Mr. WiaeieswortnH. Then as of last year you added on to that, as 
I remember it, 6 months for what we may call administrative lead time, 
giving an average total of 24 months? 

Mr. Hotcomss. That is right, sir. 

Mr. WieeLteswortH. What is the picture in the light of what you 
have done? 

Mr. Hotcomse. From 1957 and an average for 1956, the black 
portion of this chart, we have brought the lead time back in 1957 
to an average that is about 3 months earlier. 

Mr. Wiceiteswortnu. Does that mean you have cut administrative 
lead time by about 3 months? 

Mr. Houcomse, Yes, sir. 

Mr. Wiaeieswortu. That actually has been realized already? 

Mr. Houcompse. Yes, sir. 

Mr. Wiceieswortn. Now, you hope to cut that down still 
further—— 

Mr. Hotcomse. About another 3 months, sir. 

Mr. Wiceiesworth. A full 3 months? 

Mr. Hotcomss. I have to roughly approximate the depth in the 
chart, as you can see, but it is something on the order of 2 or 3 months. 
For the major part of the program we expect to get it down to a 
matter of weeks, so that the major part of the program will be made 
available to the services within weeks after the appropriation becomes 
available from the Congress. 

Mr. Wiecieswortn. How long will it take you to get to that point? 

Mr. Hotcomse. We expect to do that with the program that is 
before you in 1958, sir, and that has been contemplated, and it is 
one of the reasons we are able to report savings. 

Mr. Sprague. That is reflected in the 1958 program. 

Mr. WiaGieswortH. The 3-month reduction or the 6-month 
reduction? 
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Mr. Spracus. We have taken the whole reduction into considera- 
tion in computing the amount required for fiscal 1958. 


MILITARY ASSISTANCE ADVISORY GROUP PERSONNEL 


Mr. Wieetesworth. When Mr. Hollister was here yesterday I 
think I asked for a list of the military missions by country. I would 
also like to ask the number of people you now have on your payrolls 
(a) at home; (6) abroad. 

Mr. Spracun. The military assistance advisory group total is 
around 10,000. 

Colonel Crirz. 12,000, sir. 

Mr. Wiee.iesworrsH. 12,000? 

Mr. Spracue. Yes, sir. 

Mr. WieeteswortH. Do you contemplate any increase or decrease 
in fiscal 1958? 

Mr. Spracur. We contemplate a decrease, sir. 

Mr. WieeLeswortu. Has there been a decrease in the current year? 

Mr. Spracuen. Yes, sir. There has been some decrease this year. 
My office is charged with the responsibility by the Secretary of 
Defense of effectuating a further decrease during fiscal 1958. We are 
hoping to effectuate one in the amount of 12 percent. 

Colonel Critz. Do you want entered in the record here the number 
overseas and in the continental United States? 

Mr. Wiae.iesworts. | wish you would do that. Suppose you give 
it to us for fiscal 1956, 1957, and 1958, (a) at home, (6) abroad. 

Colonel Crirz. I will have to get it. 

Mr. WiccteswortH. When you revise your remarks? 

Colonel Crirz. Yes, sir. 

Mr. Spracur. We have it here, sir. 

Mr. Wiee.esworrn. Insert it in the record please at this point. 

(The information requested is as follows:) 
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Department of Defense MAP administrative expense, average personnel strengths * 
































































































































| Fiscal year 1956 Fiscal year 1957 Fiscal year 1958 
| (actual) (estimated) (estimated) 
Mili-| United| Lo- | Mili-| United| Lo- | Mili-| United| Lo- 
tary | States | cals?/| tary | States | cals?) tary | States | cals 2 
civilian civilian civilian 
Departmental and field (United States): 
Departmental: 
BE datncnuhduinbhniddaacnodylent : TE idiieclns Nalnmeiat Ec sscteiealsaaeninaial 
Pee etatectadescccoccttecateous 34 142 j......| & 159 
Se RS a daskins eae buianns mana 35 BI Besainns 35 126 
OsD Gueiadiing EE a iaswioe 59 Wee Winwwind 69 159 
a a a ae letne l 128 864 |_.....| 138 914 
Field, United States (Air Force) -- 12 | 126 12 132 
wks iccckswcttakacsaiecseia 140 990 |..---- 150 | 1,046 
eT PURE ictet sin inenaemik einem 90 a 87 32 
Belgium . , 76 WO betes 72 10 
Denmark anal 46 a Raueeas 45 7 
France. _- ror 114 | OF hence 106 33 
Germany send 85 TD lunitoed 93 35 
a 84 IP Slectsonias 89 15 
NIN soi cptehinte teanintinwha 61 Tihieke 53 7 
a Ba 60 BD Liicene 58 7 
DEES oa towaadesaceedbucccaccadee 49 Ocenia 46 7 
i a rae ee 85 8 iS ees 85 16 
pe PS eee 44 Wiliaiede 41 8 
Yugoslavia. .........- ini chine iaiewaeeel iV dcncundbneabia GP Belch nsccon 
Subtotal, Europe................- 842 We take 835 177 
i a en eae ins saci aaaces 
RE tad wail Dekacicakidvabdvekinidenateen eed 232 B Eos 188 12 
SESE ee SS ae 60 OS hen 64 5 
SP ocececdscccadscewbghvebestaaseé BE Good to ce ideeeed OD Vstdunien 
DNs cscieteddnszanspodbsvacmbees 39 DP he eee 49 1 
EE no cdimendinantetinaddinsedideennael 197 29 124 | 183 29 
Subtotal, Middle East............ 543 49 124 501 47 
ee Met sls ie aes esc aite ill 
IT UE ink eich ates aracmednedcces Daas shinisialaneell aie temad acca atasamateeel ae 
Se EE ETS TEEPE OF tis adecey OF leaks 5:4 
Stasi wiiniinin cleatiraistipearte-apiaecs 158 SP lat nwis 150 17 
BE iin 9 Sad nidetcdcaesesenctusccn| sdeckilancssentehwae 50 9 
Philippines. N63 cidade oe eeeend nd 7 5 64 8 
inh ncccdntiencaakbemeset oat 6 {...2. 6) We i:....... 
NL St Nien dbinicicknndisiatodiaudas 66 | | ae 77 Dien 
Vit ceaden< i a i I | a aa es 
Subtotal, Far East and Pacific__--| 767 40 | 205 746 | 36 | 
CINCARIB (including Colombia, 
Cuba, Ecuador, Guatemala, Hon- | 
duras, Nicaragua, Peru, Uruguay). Geen deluncnebteemnel Pate Daas 
Chile. . ONececsaxt pik 5 |- ‘ 
Dominican Republic.....--.--_--- Dl snnntwaltoncupe 8 
Subtotal, Western saepee. 36 fisbecdesl-beces 13 | 
ent SEAR hose Socks nnn 2ne.y-0. bids pal pseeee als oecmen tartans 
TORR, COIN osc nica ce ncances \2, 166 | 247 | _ 328 2,096 | | 260 | 
Total, overseas and departmental 2, 306 | 1,: 237 ‘| 328 8 |2, 245 | “i se | 
WA Sha phaosncncthaianccasatiebniiasss foaanat Ft Rie. a) 
CRORE (URGE as <n cc ctippcesnecanecs 12, 306 | | 1,246 | 329 |2, 245 | 1,330 | 344 |2,202| 1,308] 239 
| | | 











1 Based on budget submissions received in March 1957, except strengths overseas for fiscal year 1958 which 
are based on reported strengths as of Mar. 31, 1957 (RCS DD-ISA (TW) 5719). 
2 Excludes State support direct hire. 


ADMINISTRATIVE EXPENSES 


Mr. PassmMan. You said there would be a reduction in personnel at 
home and abroad. However, increased funds for personnel are being 
requested. 
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‘Mr. Spracup. More funds? 

Mr. Passman. Yes. I am looking at page 3 of the nonregional 
programs. 

Mr. Hotcomse. That is correct. 

Mr. Passman. Yet you have a decrease in personnel? 

Mr. Hotcomss. I will insert that information in the record. Re- 
member we have to cover the amount of the retirement contributions 
this year, which in effect is a 6% percent salary increase so far as the 
charge is concerned. 

(The information requested is as follows:) 

While page 3 of the nonregional program summary shows a requirement for 
$25 million for administration, we have subsequently been advised by the Bureau 
of the Budget to limit our appropriation request to $23,500,000 or $500,000 more 
than the fiscal year 1957 appropriation limitation. This $500,000 increase is to 
specifically cover the retirement contributions. 


TWO-YEAR AUTHORIZATION FOR MILITARY ASSISTANCE PROGRAM 


Mr. Wieeteswortx. Coming back now to the changes requested 
in your general picture, as I understand it the Senate, insofar as it is 
concerned, in the authorizing legislation, it has given you a 2-year 
authorization. Is that correct? 

Mr. Spracue. That is right. 

Mr. WieGLeswortH. You asked for a continuing authorization and 
so far as the Senate bill is concerned you got a 2-year authorization? 

Mr. Spracue. That is correct, with a top figure for each year. 

Mr. Wieeteswortu. As to the no-year fund suggestion, you are in 
fact simply asking that your military funds be handled in exactly 
the same way and on exactly the same basis as the military funds in 
our own defense budget are handled? 

Mr. Spracue. That is correct. 

Mr. WiacieswortH. Nothing more, nothing less? 

Mr. Spracue. That is correct. 

Mr. WieeLeswortu. That is all, Mr. Chairman. 


CONTRIBUTION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Passman. In the information provided, it was not stated that 
the amount of the increase would be for the retirement program. 

What is the amount of the increase? 

Mr. HoucomsBe. 6% percent. 

Mr. PassMAN. Jn dollars and cents? 

Mr. Hotcomse. I will insert that figure, sir. 

(The information requested is as follows:) 
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Contributions to retirement fund 


Net average | Net base pay 
number of | plus regular | Retirement 
United pay in excess | contribution 


States of 52-week 
civilians base 
Departmental and United States field MAP (includes USRO)_ 1,021 $5, 889, 563 $389, 806 
SINR Es nindan ch. <cyisungdntbonninetstiahiosbeubdiinemeed 247 1, 110, 866 57, 620 
Total, departmental and overseas..............-...--..-.-.---- 1, 268 7, 000, 429 447, 426 


NOTES 


1. Payments to retirement fund for fiscal year 1958. Amendments to the Civil Service Retirement Act 
(title IV of Public Law 854, approved July 31, 1956) require that appropriations and funds pay into the 
retirement fund an amount equal to deductions from employees’ earnings for the fund (64 = of basic 
salary) beginning with the first full pay period in fiscal year 1958. Obligations are incurred for these costs 
at the time employees’ salaries are earned. 

2. The tota! contribution is less than 614 percent of the total net base pay reflecting variations in beginning 
of first full pay period. 


COMPARISON OF PER CAPITA COST TO MAINTAIN TROOPS 


Mr. Forp. Mr. Secretary, on page 7 of your prepared text there 
appears the following statement which I would like to read: 

The cost for an American soldier is $3,511 annually, not including the weapons, 
equipment, transportation and other costs which go into making him an effective 
fighting man in any part of the world. By contrast, the cost to pay, house, feed 
and clothe a French soldier is $1,440, Pakistani $485; and Nationalist Chinese 
$142, and a Turk $105. 

I think the record should be clear on this. That figure of $3,511 
for our own soldier is only about half of what it costs us to maintain 
an American GI worldwide. 

Actually the figures submitted to us by the Department of Defense 
in the defense appropriation bill indicated the cost was about $7,100 
per capita per annum. The additional amount over and above the 
$3,511 is the amount coming out of the operation and maintenance 
part of the cost. 

Mr. Sprague. You are correct, sir. 

Mr. Forp. Could you give us for the record what the so-called 
operational and maintenance cost for the national troops you have 
indicated here are on a per capita, per annum basis? 

Colonel Crirz. The reason we did not include that in our presenta- 
tion books is because every country around the world computes their 
maintenance and operating costs in a different manner and we could 
not get good figures. 

The figures we have included are for the four items of pay, food, 
housing and clothing which we could figure out of everybody’s budget. 

If it would be agreeable, sir, we will pick some country where we 
can get comparable costs and include that in the record if that would 
be acceptable. We cannot do it around the world. 

Mr. Mituer. Your travel costs, which are very significant so far 
as our military establishments are concerned, are relatively negligible 
if you have native troops on the site. It seems to me you ought at 
least to put the American total in and point out that factor which is a 
very important one. 

Mr. Spracur. We can do that, sir. 
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AID FOR FORCE IMPROVEMENT AND FORCE MAINTENANCE 


Mr. Forp. The point I was leading up to pertains to the statement 
on page 14 of the prepared text where you set forth as follows: 

Of the total proposed program of $2.4 billion approximately $900 million will be 
dereted to force improvement and $980 million to the maintenance of existing 
orces. 

What part of the cost of the quoted figures on page 7 do we pay and 
what part do they pay for those national forces? 

Mr. Spraaue. None of it out of the military assistance program. 

Mr. Forp. Let us take one country. 

Mr. Hotcomse. This amount will vary from country to country. 
In most countries we do not pay anything toward the personnel sup- 
port. In a few countries that have such low levels in their own econ- 
omy, they could not support the forces without aid, we provide 
through the consumables program certain uniforms or usually cloth 
which they can make into uniforms, and certain food items which are 
required for subsistence of the troops. 

Also in a few countries through defense support we make up the 
budgetary deficit that is a total figure for their own support of the 
troops which might, therefore, include some personnel support items. 

Mr. Forp. I notice in the citations given on page 7 you did not 
include the forces of Korea, for example, which is a country where we 
do provide certain costs which will be in the category you mention 
here. 

I think it would be beneficial for the record if we would give the 
cost in the category you mention here and the proportion we pay to 
maintain them. 

Then contrast that, in turn, with what we would have to pay to 
have an American soldier in South Korea. Can that be done? 

Mr. Sprague. I think we can do something along that line which 
will help to clarify the situation and point out the contrast. 

The figure for Korea, the comparable figure, is $117. 

Mr. Forp. Of which, I presume, we pay—— 

Mr. Spracue. Something. 

Mr. Forp. What it is I do not know. I think it would make a 
very good illustration, particularly bearing in mind the fact that 
South Korea is one country which gets a substantial part of the funds 
which you are requesting. 

Mr. SpraGunr. We can do that, I think, for Korea. 

Mr. Forp. Would not Turkey likewise fall in that category? 

Mr. Spracur. We can do it for Turkey, too. 

Mr. Forpv. And perhaps Nationalist China? 

Mr. Spracup. I think we can do it for them. 

Mr. Forp. And maybe Pakistan. I am not too familiar with that 
detail. 

Colonel Crirz. We will try, sir. 

Mr. Spracur. We will try to do it for as many of those six countries 
we mentioned as we can. 

(The information requested was supplied to the committee.) 

Mr. Forp. This ratio of $900 million to $980 million, is that to be 
the approximate trend in the future in the distribution of whatever 
funds you do get? 
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Mr. Sprague. I think the portion of our force improvement to that 
of maintenance is going up. In other words, our maintenance 
gradually is going down; our force modernization is going up. 

There was a chart which indicated that showing that with less 
money more of it percentagewise is going toward force modernization 
in the future than toward force maintenance. That is because we 
are deliberately endeavoring to get these people, insofar as possible, 
to maintain their own forces out of their own budgets. 

Mr. Forp. It might be beneficial to have that chart at this point 
even though it may be in the record elsewhere. 

(The information requested is as follows:) 





INSTALLMENT SALES PROGRAM 


Mr. Forp. Do you have what countries you anticipate will partici- 
pate in this credit sales program? 

Mr. Spraaue. By and large European NATO and to some extent 
Latin America and the Middle East. 

Mr. Forp. Is $175 million just a guess or is it predicated on rather 
sound and firm figures? 

Colonel Crirz. We believe it is a reasonably sound figure. We 
have certain requests by country at this time to purchase materials 
on a 3-year basis; in other words, so they will not have to put down 
cash for the entire amount. That amount is about $125 million. 

In addition to that there are those items mentioned by Mr. Hol- 
combe of financing the spare parts lead time so that we can have a 
ready sale capability for those countries that can pay for the equip- 
ment but which cannot pay for the lead time. We estimate that to 
be about $50 million. That is the basis of our $175 million request. 

Mr. Forp. Could we have in the record the countries from whom. 


you have received these requests? 
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Colonel Crirz. Mr. Ford, it is classified. We would not want to 
indicate at this time but we will be glad to provide it to the committee. 

Mr. Forp. It would be helpful. 

Colonel Critrz. Very well, sir. 

Mr. Forp. Do you have to have anything in the authorizing bill 
to set up this credit sales program? 

Mr. Spracuer. Yes, and it is in the authorizing bill which the 
Senate approved. 

Mr. Hotcomss. The Senate approved the bill. 

Mr. Forp. What are the contemplated terms of this program? 

Mr. Spracur. Three-year repayment, 3-percent interest. 

Mr. Forp. Payment in United States dollars? 

Mr. Sprague. Insofar as possible. We do not propose to take 
foreign currencies in payment unless we can utilize those foreign cur- 
rencies in the military assistance program. 

Mr. Passman. Would repayment be made to the United States 
Treasury or would the money go back into the program? 

Mr. Spracue. It goes back into the fund, sir. 

Mr. Passman. In effect, this would be an expense, and not a loan, 
so far as the Treasury recovering any funds? 

Mr. Spracue. That is right. It is an expense but it is a one- 
time expense. Money will always be available. 

Mr. PassMan. But it will never revert to the Treasury, but be 
paid back into this fund? 

Mr. Spracue. Until such time as the program was cut off with 
respect to the loan program that money would be available to the 
Treasury. 

Mr. PassmaNn. Could $175 million be spent elsewhere when you 
recover it? 

Mr. Spracuez. No, sir. 

Mr. Forp. Last fall, when I was in Germany, they were talking 
about a procurement program in dollars to the extent of around $2 
billion. Is that about the program they have in mind so far as you 
know? 

Colonel Critrz. Off the record. 

(Discussion held off the record.) 


TRAINING OF WEST GERMAN TROOPS IN UNITED STATES 


Mr. Forp. Talking to the MAAG people in Germany last fall, they 
raised a question which I presume you would be familiar with. They 
stated the West German Government was not able to have as many 
personnel trained in this country by our people as they desired even 
though West Germany was prepared to pay for such training in 
United States dollars. 

Mr. Spacue. I am not familiar with that. 

Colonel Critrz. I can answer that to this extent, sir: We have limi- 
tations in the total number of spaces in our highly technical schools. 
We are making available to them to the best of our ability their en- 
tire request. ‘There are limitations. For example, if they wanted to 
put in 500 pilots or 1,000 pilots I doubt the Air Force could take them 
all. They would have to spread them out longer. Or if you got 
into certain other technical skills, such as radar, electronics, and 
things of that sort, we probably would have to spread it out. How- 
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ever, we are making available our maximum capability to them at 
this time. 

Mr. Forp. It seemed to me that here was a country that was will- 
ing to pay in dollars for the training and not depend upon any grant, 
and it would make more sense to be more sympathetic to that kind 
of program to one where we were paying the full shot. 

olonel Crirz. We are, Mr. Ford, giving them far more spaces, if 
you want to call it such, spaces for their students, than we are in most 
other countries. At the same time we also must take care of these 
other requirements if they are to man and take care of the weapons 
and equipment which they are getting. We have to parcel it out, sir. 

Mr. Spracue. We are arranging to do a good deal of the training 
over there on that basis, particularly in the Air Force. 

Mr. Forp. Are we going to have a detailed presentation on the 
infrastructure program? 

Mr. Spracun. Yes, sir. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller? Do you have any questions? 

Mr. Minuer. I have some rather unrelated topics that I noted 
during the course of the hearing which have been gone into pretty fully 
by my colleagues, but I will skip around and try to tie a few ends 
together that may seem uncoordinated. 


PAY OF MILITARY PERSONNEL 


On this subject of pay of military personnel. How is the pay 
handled of American uniformed personnel that are not engaged in 
troop activities, not as combat troops on the scene, but the military 
teams and the instructors and technical advisors and MAAG people 
that are scattered throughout the world? 

Is their military pay carried in the defense budget at the moment, 
or is it carried in your budget? 

Mr. Spracun. No, sir; it is carried in the defense budget. 

Mr. Miuuer. And you do not reimburse the Defense Department 
for it? 

Mr. Spracun. No, sir. 

Mr. Miuuer. In other words, our military personnel on duty over- 
seas, even though they are working for military assistance, are still 
carried in the defense budget, and there is no reimbursement to the 
defense budget? 

Mr. Spracur. They are paid by their own service, unreimbursed. 


SURPLUS MILITARY EQUIPMENT 


Mr. Miuuerr. Either I have misinterpreted some testimony that we 
had in the military field or we have a difference in terminology that 
I would like to clear up. 

I understood you gentlemen to say that military surplus equipment, 
that was used—I am not talking about obsolescent equipment or the 
part that Mr. Gary was talking about—but I understood one of you 
gentlemen to say that there was no payment at all for military surplus 
equipment taken off the shelf. 

I never got that impression from the Defense Department. 

Mr. Hotcomsr. The material taken off the shelf of the milita 
services may be either excess or it may be reimbursable from their 
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stocks. If their stock is not in an excess position and if they have 
only the amount that is needed for their requirements, and they have 
to replace it with a similar or some other item, then there is a charge 
against the military assistance appropriation. 

If, on the other hand, their total stock is in excess of their computed 
requirements, there is no charge to the military assistance program 
for the value of the item, though there would be a charge to the 
military assistance program for the cost of rehabilitation, repair, and 
overhaul of that item, and also for the packing, handling, crating and 
transportation of that item to the foreign country for which it is 
programed. 

Mr. Miuuier. There is evidently some misunderstanding about that. 

Let us take, for example, an illustration. There can be a different 
definition, of course, of what is called surplus or what is called excess 
stock. However, let us take a concrete example, we will say, of M-1 
rifles, which are of definite value, but at the present time our Military 
Establishment does not see any need for the use of them by any 
Americans in uniform. If they have a surplus supply of M-1 rifles, 
would you get them as a gift without havi ing to reimburse the Defense 
Department? 

Mr. Houcomses. If they were in excess of their total requirements, 
including our war reserve—and I believe that is not the case with the 
M-1 rifle—but for example, it would be true of the Springfield rifle. 

Mr. Miuuer. Are you sure of that? I say that because we have 
had a great deal of discussion about the stock funds and all that sort 
of thing, and the impression that I had was when there was a defi- 
nite surplus of valuable equipment that our Military Establishment 
did not see a need for that it was sold as surplus, or converted into 
cash, and the fund was reimbursed for the surplus that they had on 
the shelf. In order to clarify the record I would like to make sure 
which of usis right. The 1903 rifle can be used as an example instead 
of the M-1. It still has a real value. 

Mr. Hotcomse. To the extent that they sell them on the open 
market as scrap is another matter and is not in this program. 

Mr. Mixuer. Could you furnish for the record « carefully coordi- 
nated statement on this so that we will know whether or not the 
various stock funds come out on this or whether or not we are actually 
giving something, not in cash, which has a material value? 

Mr. Hotcomse. Yes, sir. 

Mr. PassMan. Would you ask also for an estimate as to the value? 

Mr. Mituer. Yes, sir. 

Mr. PassmMan. That is more aid which would not be indicated by 
the records? 

Mr. Hotcomse. That is right, sir. 

(The information requested follows:) 

There have been no known losses suffered by the Army stock fund due to 


supply support to MAP. This does not take into consideration transfers to 
MAP of materiel which is excess to Army requirements at less than standard 


price. 
DETERMINATION OF DEFENSE SUPPORT 


Mr. Mititer. You have mentioned the fact that there is a grey 
area in many of these programs as between what is military assistance 
and what is defense support and as between defense support and 
economic support, 
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You gentlemen are here on the military phase of this as I under- 
stand it? 

Mr. SpraGvue. Yes, sir. 

Mr. Miter. Who makes the determination, for iastance, whether 
a particular project is a defense support item or whether it is an 
economic development item? Where is the determination made on 
that? 

Mr. Spracue. I do not think; sir, there is any grey area in the 
military assistance program; that is clear cut. It is either training 
or military equipment and hardware. The grey area occurs in a 
certain percentage of defense support, as to whether or not it is 
primarily for an economic purpose or for a military purpose. 

Now, with respect to who makes the determination as to whether a 
program should be listed under defense support or economic support, 
that determination is made by the International Cooperation Admin- 
istration. 

Mr. Miuuer. Excuse me for interrupting, but who are they? 

Mr. Spraausr. That is Mr. Hollister’s organization. That deter- 
mination is made by the, subject to the overall policy control of the 
Secretary of State on a major decision in that area. The Defense 
Department, while it would know about it, would not have any part 
to play in the actual decision. 

Mr. Mitusr. It seems to me there might be a grey area, or there 
is a grey area in my thinking at least, so far as we on the committee 
are concerned, as between military assistance and defense support. 
For instance, a witness yesterday told me that cloth supplied to Korea 
to make uniforms out of was classified as military assistance, which 
seemed to be perfectly proper, rather than defense support. 

You might go another step and supply machinery to sew the uni- 
forms, and then where would that go? Who makes the decision as 
to just which pocket the item is put in within the military assistance 
and defense support programs? 

Colonel Crirz. Anything, sir, that goes directly to the armed forces 
of the country—and I am ‘speaking of that type of materiel that you 
cited as an example—will come in the military assistance program, 
and by that I mean such items as clothing or cloth, food, or items of 
that sort, which go to the military departments direct. They are not 
siphoned through the government establishment at all. Where they 
are made in the civilian ec onomy and eventually get in the military 
forces, no. But where they go to the military forces it is in the 
military assistance program. 

Mr. Mitter. Well, following this through, then, suppose that in 
addition to cloth we supplied sewing machines and if the sewing 
machines went into the hands of troops, what would be the situation? 

Colonel Crirz. It would be in our program. 

Mr. Miuier. You would call it military assistance, and if it was 
necessary to get the uniforms and it went into the hands of civilians 
it will be called defense support? 

Colonel Critrz. Yes, sir. 

Mr. Mitier. That would be the distinction? 

Colonel Crirz. Yes, sir. 

Mr. Minter. What about a road which is, perhaps, of tactical 
value, but of course it is a road and everyone uses it. When you 
build a road, is that defense support in certain circumstances? 
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Mr. Spracue. It could be defense support or economic support. 
It would not be military assistance. 

Mr. Mituxzr. It would not be military assistance even if it were 
built to an airfield for purely military use? 

Mr. Spracun. We have an annual appropriation for military 
construction. 

Mr. Miuuer. Yes. 

Mr. Spracus. It could conceivably be in that, but it would not be 
in the military assistance program. 

Mr. Minter. As you know, Mr. Secretary, in our own Armed 
Forces we have certain roads that the e1 igineers build which do not 
come under civil works. If it is a purely “military road, would it be 
military assistance or would it be defense support? 

Mr. Spracux. It would be in our program—umnilitary assistance. 

Mr. Mituer. Do you decide what is in your program as opposed 
to defense support? 

Mr. Spracusz. Yes, sir. 

Mr. Miuuer. It would be your decision to say “we need this for 

urely military purposes, and we classify it as military assistance,”’ 
is that right? 

Mr. Spracur. The program would be prepared in the field and 
sent to us for coordination with the Department of Defense after 
which it would then be coordinated with the International Cooperation 
Administration and the Department of State. So, they would have 
a part of the final decision. 

Mr. Mituer. But you would make the initial request and say “‘this 
is something we need for military assistance,” and then if there was 
a question about it, you could conceivably be overruled by Mr. 
Hollister’s shop, but you would initiate it; is that right? 

Mr. Spracus. That is correct; we would initiate it. 

Mr. Mitier. Now, one other point that I want to make sure 
I understand: 

There is a certain similarity, and they both come up at the same 
time, or they have come before us at the same time, in the development 
loan fund on the economic side and your $175 million loan appropria- 
tion that you are asking for. 


INSTALLMENT SALES PROGRAM 


There are certain similarities between the $500 million that is 
asked for at one place, and the $175 million here. 

Am I correct in my understanding that in spite of those similarities 
the $175 million that you are requesting is for hard loans that are 
expected to be repaid in a short time, and will bring about a revolving 
fund which is not susceptible to the uncertainties of the other fund 
which is for 40 years, or might be made up of soft loans? 

Mr. Spracue. It is a hard-loan fund. 

Mr. Mixxer. And, therefore, it is in a sense a practical revolving 
fund that you expect to have the benefit of until the need for it has 
ended at which time it would be returned to the Treasury? 

Mr. Spracur. That is correct, sir. 
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AMMUNITION STOCKPILE 


Mr. Miuuer. I understood that a considerable part of your savings 
or, at least, the reduction in the last year’s estimates entered into the 
field of ammunition of $200 million or $300 million? 

Perhaps my question and, maybe, your answer ought to be off the 
record, but I will ask it and you can make the decision on that. 

A year or two ago I know that in the NATO area one of the great 
concerns of the local commanders was the question of ammunition 
supply on the scene. In other words, they did not in some cases 
have a sufficient supply and that was a weakness in the overall setup. 

Does this cutback on ammunition have any detrimental effect in 
that respect as of now? 

Mr. Sprague. No, sir; because most of that ammunition is used in 
the training program of the countries rather than as a war reserve. 

Mr. Houcomse. Off the record. 

(Discussion off the record.) 

Mr. Mituier. That ammunition situation insofar as NATO is con- 
cerned has improved over the months, I assume? 

Mr. Houcomse. Off the record. 

(Discussion off the record.) 

Mr. Miuuer. I am speaking not only, of course, of ammunition for 
our own troops, but ammunition for weapons where we have to supply 
the ammunition for our numerous allies and your answer applies to all 
of that? 

Mr. Houcompse. | was talking about the Allied ammunition reserve 
and not those reserves for our own troops which are handled by our 
own Military Department. 

Mr. Miter. I expect, you may want to take all of that off the 
record but anyway, it answers my question. 

Mr. Hotcomser. Only the number of days is classified. 

Mr. Miuuer. Just one final comment. 

(Off the record discussion.) 

Mr. Passman. Thank you, Mr. Miller. 


INSTALLMENT SALES PROGRAM 


Under the request, a $175 million revolving fund is being sought. 
From this, military equipment would be sold to our allies for a 3-year 
term, repayable in dollars? 

Mr. Hotcomser. More or less. 

Mr. Passman. How would the money be returned to this fund? 

Mr. SuHaw. Mr. Chairman, the reimbursements weuld be made to 
the military departments which furnished the items that-were sold. 
Then, the military assistance program would receive credit on the 
books. 

Mr. PassmMan. Our accounting system permits a branch of the 
Government, such as the military, which is not a part of the Treasury 
to enter into contracts with nations and to accept direct repayments? 

Mr. Suaw. They do it all the time under the Mutual Security Act, 
section 106. 

Mr. PassMAN. On this $175 million worth of military equipment we 
would sell to our allies, that would not be the limit to which they could 
purchase military materiel? 

Mr. Hotcompse. No, sir. 
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Mr. Passman. Why should not we cooperate with these countries 
and let them go directly to the manufacturer, where they buy other 
similar equipment? Why should this agency be established as a pur- 
chasing agent for some of our allies, when the purchases would be but 
a small percentage of the total amount of materiel which they buy 
from this country? 

Mr. Hotcomre. Under reimbursable military sales regardless of 
whether it is for cash on the barrelhead or on an extended installment 
plan where the item can be bought directly, such as a radio set, for 
example, they are referred to the manufacturer and they make a 
contract with him directly. 

However, a great deal of this military material is either only made 
through the military or it contains items such as a tank of which the 
gun is made at the arsenal and the whole thing is finally put together, 
and checked out through the arsenal. In other areas, for example, 
spare parts, it might be possible if we had the right description and the 
manufacturer’s name and number of this particular wingnut that you 
could buy it from the manufacturer, but the fact is it is a military item 
which has a military serial number, and is in the military supply 
channels and it makes sense for the French Air Force, for example, to 
go to our depot at Chateauroux and buy it there rather than trying 
to go through and make a separate procurement through civilian 
channels. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Gentlemen, we shall recess now until Monday afternoon at 2 o'clock. 
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STATEMENT OF CONTROLLER OF INTERNATIONAL 
COOPERATION ADMINISTRATION 


Monpbay, JuNE 24, 1957. 


WITNESSES 
INTERNATIONAL COOPERATION ADMINISTRATION 


J. E. MURPHY, CONTROLLER, ICA 

MARKLEY SHAW, COMPTROLLER, ISA 

ARTHUR M. McGLAUFLIN, DIRECTOR, BUDGET DIVISION 
JOHN B. CONLAN, Jr., LEGAL ASSISTANT 


DEPARTMENT OF DEFENSE 


W. ARTHUR COMER, OFFICE OF THE ISA COMPTROLLER 
JESSE W. DOOLITTLE, Jr., OFFICE OF THE DEPUTY ASSISTANT 


SECRETARY 
DEPARTMENT OF STATE 


WILLIAM WOODWORTH, PROGRAM OFFICER, OFFICE OF MUTUAL 
SECURITY AFFAIRS 

PHILANDER P. CLAXTON, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY FOR CONGRESSIONAL RELATIONS 


Mr. Passman. The committee will come to order. 

We are pleased to have with us this afternoon Mr. John Murphy, 
Controller of the ICA. Mr. Murphy, do you have a general state- 
ment for presentation to the committee? 

Mr. Murpnry. I do not have a prepared statement, Mr. Chairman, 
but I propose to speak extemporaneously from a set of charts which 
I have here, copies of which are being made available to the committee 
at this moment. 

Mr. Passman. Kindly proceed. 


APPROPRIATIONS, OBLIGATIONS AND EXPENDITURES OF MUTUAL SECU- 
RITY PROGRAM, FISCAL YEARS 1950-58 


Mr. Murpny. The first chart, Mr. Chairman and members of the 
committee, shows the obligational authority which has been available 
to the mutual security program starting with the fiscal year 1950 and 
running through fiscal year 1958, together with the expenditures 
which have been incurred each year and the unexpended balances 
which have remained at the end of each fiscal year after those expendi- 
tures have been incurred. 

Mr. Passman. Mr. Murphy, does the chart refer to all phases of the 
program? 

Mr. Murpuy. Yes, sir. 

Mr. PassmMaAn. Military, defense support, economic and technical 
aid? 

Mr. Murpny. That is correct, sir. The first six charts that I have 
here are all-inclusive and when I drop from the total to the non- 
military only I will bring it specifically to the committee’s attention. 

You will note here, Mr. Chairman, that the high point in obliga- 
tional authority available to the program occurred in fiscal year 1952, 
when $8,155 million was available for obligation. This followed 
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closely on the second high year of 1951, when the obligational author- 
ity available to the program was $7.9 billion. You will note, Mr. 
Chairman, as the obligational authority declined from year to year, 

the expenditure bars, the green bars, descended a year or two later, 

following the general trend but always a couple of years behind the 
time at which the obligational authority declined. ‘The expenditures 
have now started to level off along in fiscal years 1956, 1957, and 1958. 

Mr. Passman. In fiscal 1956 and fiscal 1957 the Congress reappro- 
priated small amounts as compared to previous years. 

Mr. Murpry. Sir, that reflects in the main the switch of the mili- 
tary accounting system from a straight obligation basis to the reser- 
vation system. When the military program was on the obligation 
basis, the amounts of unobligated at the end of several years were 
very substantial but in the switchover during 1956 to the obligation 
and reservation arrangement the unobligated decreased to very small 
amounts here and here [indicating] relatively because the reservation 
system was in effect in these years and the amounts shown on here in 
red are the amounts unobligated and unreserved. 

Mr. PassMAn. It was not because of lack of funds, but a switchover 
of the systems which brought this about? 

Mr. Murpary. Yes, sir; that is right. 


UNEXPENDED BALANCES, FISCAL YEAR 1950-58 


Mr. Murpeuy. The second chart, Mr. Chairman, shows the unex- 
pended balances available for the program at the close of the fiscal 
years indicated. I emphasize the close of the fiscal years because on 
Friday when Mr. Sprague was here he had a chart which showed the 
amounts of money available for expenditure under military program 
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and, if you recall, he had a figure of $12 billion back in here which was 
new obligational authority for fiscal 1953 plus the unexpended carry- 
over from the fiscal year 1952. 

This chart depicts fairly clearly, I believe, the fact that while the 
unexpended balance carryover levels off here at the end of fiscal year 
1956 and 1957 and is expected to in 1958 at around the $6.3 billion 
level, the military portion of the unexpended balance has decreased 
substantially from about $8.5 billion here down to the $4.1 billion 
figure which Mr. Sprague gave the committee on Friday as the esti- 
mated unexpended balance for military as of the close of fiseal year 
1958. 

The nonmilitary portion, on the other hand, has remained fairly 
steady through the years. Defense support we have introduced 
back here, starting with fiscal 1956 and forward. Before that time it 
was impossible for us to break down specifically how much was 
defense support and how much was mutual defense financing. 

Mr. PassmMan. I notice there is still a black line over the military, 
which means, of course, defense support that in the past has been 
known as economic aid. Now is this being termed “‘defense support” 
which is related to the military? 

Mr. Murpny. That is correct, sir. The new definition removes 
from the defense support concept any economic assistance which is 
purely for developmental purposes and leaves in the defense support 
which, as you can see, is reducing somewhat, the economic aid which 
is necessary in order for the countries concerned to sustain the military 
effort which would be called for by the hardware and training being 
“a under the purely military assistance program. 

r. PassMAN. Prior to 1955 was not defense support carried as 
economic aid? 
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Mr. Murpny. Before 1955 we called it mutual defense financing 
in one area, and it was called economic and technical assistance in 
another, but it was included in this gray area 

Mr. PassMaNn. In effect, economic aid is being broadened? 

Mr. Mourpny. That is correct, because all the developmental 
activity that used to be included in defense support has now been 
moved up into the economic and technical area and that accounts for 
the broadening which you refer to, Mr. Chairman. 

Mr. PassMan. Which means more dollars are being requested for 
what heretofore, prior to 1955, we have known as economic aid? 
You are requesting more dollars for 1958 than you had in previous 
years? 

Mr. Murpuy. Certainly more dollars than we had in fiscal year 
1957. 

Mr. Passman. Do you have aruler there? Let us include the black 
line representing economic aid. 

Mr. Mourpuy. That is 4 inches. 

Mr. Passman. Four inches of aid? 

Mr. Murpny. And that is 3%. 

Mr. Passman. Then this is definitely more than in the past? 

Mr. Murpuy. Yes, sir; it is. 

Mr. Passman. Is it the same type of aid under a different name? 

Mr. Murpny. Yes, sir. 

I want to emphasize, though, Mr. Chairman, that this chart shows 
the unexpended balance at the end of the year, not the obligational 
authority. This is enlarged slightly because of the rather conserva- 
tive estimate of expenditures we expect to have in the new develop- 
ment loan fund during fiscal year 1958. 

Mr. Passman. If the request should be granted, that would be 
unexpended balance at the end of fiscal 1958? 


ESTIMATED UNEXPENDED BALANCES, JUNE 30, 1957 


Mr. Mourpny. That is correct. 

Mr. Murpny. Chart No. 3 shows the estimated unexpended bal- 
ances for the program as a whole as of June 30, 1957, which, as you 
see here, in the total bar is indicated as $6.3 billion. 

Mr. Passman. The total could be slightly in excess of the amount 
indicated when the final figures are submitted? 

Mr. Murpuy. Yes, sir. This is an estimate as of June 30. It 
could be a little higher, and of course it could be a little lower. 

Mr. PassMan. Would you think the amount would likely be higher? 

Mr. Murpny. Right now I think it is pretty close. I do not ex- 
pect it to deviate much either way, but I think the possibilities are 
equally present. 

This chart shows that out of the $6.3 billion, mutual defense assist- 
ance, title I of the act, accounts for $5.7 billion. 

Mr. PassmMaAn. That total is about the equivalent of 2 full years’ 
operation of the program, based on fiscal 1956 and 1957? 

Mr. Murpuy. The military part, which is 4.4, is approximately a 
2-year pipeline at the expenditure level indicated for fiscal years 1957 
and 1958. The defense support line which is about $1.3 billion, is 
about 14 months’ pipeline, a little over a year. 

Mr. Passman. Of course, for food and supplies the lead time is a 
matter as close as the telephone? 
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Mr. Murpny. Yes, sir; very short. 

Mr. PassMan. Why would a pipeline of more than 12 months be 
needed if there are no provisions for which lead time is required? 

Mr. Murpuy. When I get finished, Mr. Chairman, I think I will 
have shed a little light on that subject with a later chart. 

The remaining 5 bars on this chart indicate geographically where 
the $6.3 billion appears. You notice the European figure is $1.6 
billion, the Far East $1.8, and the nonregional figure is $1.6 billion. 
This nonregional figure does include the half billion dollars military 
assistance funds which are expected to be unobligated on June 30 
and which the executive branch has requested authority to carry 
forward. 

Mr. Passman. A request to carry forward unappropriated funds is 
not unusual. 

Mr. Murpury. It is not unusual in this fund. Almost every year 
we have had a request for reappropriation of some unobligated 
balance. 

It is interesting, I think, Mr. Chairman, to note the difference in 
composition of these bars. The European bar, $1.6 billion, is sub- 
stantially all solid red, military hardware, with a very small amount 
of light red, which is economic type assistance. 

Mr. PassmMan. Are those figures classified? 

Mr. Murpuy. None of these figures is classified. 

(Discussion off the record.) 

Mr. Passman. There is indicated for Europe a certain amount for 
economic aid under its new name, defense support. What countries 
will receive that defense support? 

Mr. Murpny. Yes, sir. Mr. Chairman, I will give you these now 
for the record. The table I am reading from is classified “Confiden- 
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tial.’ If I have to take them off the record, I assume that will be 
all right. 

Mr. PassMan. Yes. 

Mr. Murpuy. $6 million of that is in Iceland. $600,000 is in Italy. 
$79.7 million is in Spain. $8.7 million is in Yugoslavia. 

Mr. PassmMan. For economic aid? 

Mr. Murpuy. Yes; unexpended on June 30 of this year. Joint 
control areas—that is, Austria, Germany, Berlin, and so forth—$6.6 
million. European technical exchange program, $2.8 million. A small 
item of $200,000 for interregional expenses. 

(Discussion off the record.) 

Mr. Murpny. Notice on the Far East, the $1.6 billion of defense 
assistance unexpended is divided approximately half hardware and 
half the economic type of assistance designed to support the military 
effort, this being much more greatly needed here, of course, than it is 
in Europe. 


ESTIMATED UNEXPENDED BALANCES, JUNE 30, 1957, BY SELECTED 
COUNTRIES 


Mr. Murpuy. This chart, Mr. Chairman, is designed to show in 
more detail the country levels where 50.6 percent of our $6.3 billion 
will be as of the end of 1957. There are 11 country bars here. Again 
on this chart we have highlighted the portion of each bar which is 
mutual defense assistance. ‘The blue represents the purely economic 
type of aid. 

Mr. Passman. Those figures do not include the $500 million of 
unobligated funds? 

Mr. Murpuy. No, sir. You see, the $500 million is undistributed 
by country because it will not be used this year. 
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Mr. PassMaNn. This has to do with the amount which is now obli- 
gated and/or reserved? 

Mr. Murpny. That is correct. 

There are four countries listed here for the Far East—Korea, 
Taiwan, Vietnam, and Japan. These 4 countries account for 
$1.36 billion out of the total for the Far East program as a whole of 
$1.86 billion. 

Mr. Passman. Is the $231 million indicated for the United Kingdom 
for NATO or for the United Kingdom? 

Mr. Murpny. That is purely military assistance, Mr. Chairman, 
for the support of British forces which are supporting NATO. The 
details of that will be made available to you by the military people. 


USE OF FISCAL YEAR 1957 OBLIGATIONAL AUTHORITY 


Mr. Murpnuy. Chart No. 5 is intended to show the performance 
during 1957 of the agencies with respect to the obligational authority 
made available to them in 1957. Our availability for the year totals 
$4.105 billion, which consisted of $3.766 billionZin new appropriations 





for 1957, and the difference is carryover of unobligated balances 
reappropriated by the Congress. 

Mr. PassMAan. The carryover has been included in this chart? 

Mr. Murpny. Thatis right. ‘This is available for obligation during 
fiscal year 1957. This includes all the money that was reappropriated 
last year by the Congress. 

As of September 30 obligations had totaled only $211 million. By 
December 31 they had risen to approximately a billion and a quarter, 
a billion-two-hundred-sixty-four-million dollars to be exact. By 
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February 28 they had hit $1,577 million as shown by the chart, and 
by June 30 we estimated they will hit $3,419 million. 

Mr. Passman. Is not that line almost vertical? 

Mr. Murpuy. Yes, sir. This shows the fact that in the last 
third of the year the obligations tend to pile up, and in the first 
third of the year they are practically negligible. Along about here 
(indicating) we got our appropriation. We operated under a con- 
tinuing resolution up to that time because of the late start we got 
on the Hill. The appropriation was, of course, correspondingly late. 
All this period in here was devoted mainly to negotiating with other 
countries and with our missions overseas the final components of the 
aid program. We really start the obligation as we come to the 
end of the year. 

Mr. Passman. Negotiations were begun within about 4 months 
from the end of the fiscal year? 

Mr. Murpuy. Negotiations are going on all along through here. 
We really start completing the negotiations along about in here, 
signing up project agreements, and so forth. As far as May 31 is 
concerned we have total obligations of $2.8 billion which consist of 
$1.34 billion on the other than military and an estimated $1.47 
billion of military assistance obligations. 

This block up here represents the amount of fiscal year 1957 au- 
thority which is expected to be unobligated on June 30. 

Mr. Passman. To be unobligated, $686 million? 

Mr. Murpuy. $500 million of that is military. The $186 million is 
other than military, including the Palestine refugee money. 

Mr. PassMaNn. Is the special Presidential fund included? 

Mr. Murpury. $3 million is the President’s special fund. The sum 
total of all the items on the nonmilitary side is $186 million. 

Mr. Passman. But that does not include the special Presidential 
fund for Asia, which is carried over? 

Mr. Murpuy. No. I beg your pardon. I thought you meant the 
President’s contingency fund. The Asian money is in there, sir, $87.8 
million, which of course is available to June 30, 1958. 

Mr. Passman. That $686 million represents all of the unexpended 
balance in this program, including the amount which is permitted to 
be carried over tr the present law? 

Mr. Murpuy. With one other clarification, Mr. Chairman. It is 
all of the fiscal year 1957 money. On the nonmilitary side we expect 
there might be as much as $25 million more of prior year funds which 
were deobligated during 1957 and will not be used. 

Mr. Passman. Which will be added to the total? 

Mr. Morpsry. Yes, they will lapse on June 30. 

Mr. Passman. Which means, then, the aggregate amount will be 
about $700 million? 

Mr. Mourpnry. $710 million. 

Mr. PassmMan. That includes the amount made available to the 
President, which he may spend as he sees fit? 

Mr. Mourpry. Yes, sir, it does. 

Mr. PassmMan. Now the total of unexpended balances is up to 
$710 million. This is an increase over the amount reported to us the 
other day. 

Mr. Mourpry. I do not believe so, Mr. Chairman. 
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Mr. Passman. Not by you, but another witness. 
Mr. Morpny. Mr. Hollister’s figures, if you add them together, 
would come to $710 million. 


USE OF EXPENDITURE AVAILABILITY 


Mr. Murpnuy. Chart No. 6 is intended to do the same basic job 
with our expenditure availability during fiscal year 1957. We had 
$3.766 billion in new appropriations available to us, and the carryover 
from prior years of $6.4 billion, actually $6.360 billion. The total 





available for expenditure under the program during the year was 
$10.1 billion. 

Mr. PassMAN. Beginning with July of 1956? 

Mr. Murpuy. July 1, 1956, theoretically. Actually, these [indi- 
cating the $3.7 billion] came in along about the 3d of August and these 
[indicating] were, of course, available on June 30 and continued avail- 
able. So, $10.1 billion was available for expenditure during fiscal 
rear 1957. ‘This, again, Mr. Chairman, is substantially below the 1953 
level when the similar figure was $16 billion. 

(Discussion off the record.) 

Mr. Murpay. In fiscal year 1953 the new money appropriated 
and unexpended prior year money totaled $15.906 billion and the drop 
from that figure to this was accounted for on Friday pretty largely 
by Mr. Sprague’s testimony on the military. If you recall, he showed 
how they went from $12 billion to $6 billion, a $6 billion drop on the 
military side of the program, which accounts for bringing this down to 
$10.1 billion. 
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Mr. Passman. What military program decreased from $12 billion 
to $6 billion? 

Mr. Murpnuy. The expenditure availability of the military program 
in 1953 was a little over $12 billion. In 1958 it is estimated at about 
$6.3 billion. The difference of 6 is the reason that this total figure 
is down to 10 instead of 16. 

Mr. Lanuam. Was not 1956 when the big drop took place? 

Mr. Murpny. I cannot say offhand, Mr. Lanham. I know there 
was a big drop in 1956 and there was a big one in 1955, too. If you 
recall, in 1955 I believe we had only a billion dollars, was it not, 
military assistance new appropriations, or was that in 1956; do you 
know, Mr. Shaw? 

Mr. SHaw. Mr. Lanham is right. It was in 1956. 

Mr. Lanuam. That was the year they were cutting the budget and 
letting you get everything out of the pipeline? 

Mr. Murpny. That process started with fiscal year 1954. It really 
reached its peak about 1956, when the expenditures continued high 
but the obligational authority requested kept being reduced. So, it 
worked off the pipeline, as I recall it, and brought it down to about 10. 

Mr. PassmMan. Was that the year the Department obligated 22 
percent of the total annual appropriation on the last day of the fiscal 
year? 

Mr. Mourpuy. I donot believe so. I believe that was fiscal year 1955. 

Mr. Passman. The calendar year 1956? 

Mr. Murpny. As we work through February 28, again we had 
paid out $2.2 billion and had brought the expenditure availability 
down to the $7.9 billion level. In the last 4 months of the year we 
expect expenditures of $1.6 billion, which will bring our unexpended 
balance down to $6.3 billion at the end of this year, which together 
with the $3.9 billion of new money which is being requested will 
again raise the expenditure availability in fiscal 1958 to about the 
$10.2 billion level. 

Mr. Passman. This amount would be above the total available in 
fiscal 1957, when there will be $710 million unobligated? 

Mr. Murpnuy. That is right. This 1957 figure exactly is $10,127 
million. 

Mr. Passman. The chart shows as available for fiscal 1957 in the 
overall program $10.1 million. This is the year when a total of $710 
million is unobligated. If the Department obtains the money re- 
quested, there will be more funds available to obligate and expend in 
fiscal 1958 than in fiscal 1957. 

Mr. Murpuy. Yes, sir; by about $50 million insofar as expenditure 
availability is concerned. 

Mr. Passman. Would not the figure be by about $100 million? 

Mr. Murpny. This actual figure is $10.127 million. This figure is 
$10.185 million. They have been rounded out. This was rounded 
down by $27 million and this was rounded up by $15 million in order 
to keep the chart as simple as possible. 

Mr. Passman. If the Congress should grant the appropriation the 
Department is requesting, and the requirements have been overstated 
and overestimated for fiscal 1958 to an extent similar to fiscal 1957, 
there would remain a total of $1.4 billion unobligated next year? 

Mr. Murpuy. Yes; taking your hypothesis, Mr. Chairman, it 
would work out that way arithmetically, I believe. 
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| At this point, Mr. Chairman, I was going to stop talking about the 
: program as a whole and turn to the non-Department of Defense 

ortion of the program, with Mr. Shaw to follow me to take up the 
epartment of Defense military assistance portion. 


UNEXPENDED APPROPRIATIONS BY REGIONS AS OF FEBRUARY 28, 1957 


Mr. Mourpuy. Chart No. 7 shows the actual status of the program 
as of February 28, 1957 together with projections through June 30, 
1957. It shows that on February 28, 1957, in defense support there 
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was $1,715 million unexpended balance, of which*$1,085 million were 
obligated and $630 million as of that date were unobligated. 

Mr. Passman. That is the economic aid portion of the program 
under the new name of ‘Defense support’’? 

Mr. Murpuy. It has been called defense support in the past, too. 

Mr. PassMan. But it was considered as economic aid? 

Mr. Murpuy. Yes, sir; and it still is economic aid, Mr. Chairman. 
It is economic aid which is pinpointed toward support of the military 
effort of the country. 

This chart shows the distribution of that $1.715 billion by geographie 
area on the 28th of February. It shows that $1.103 billion, about 65 
percent of the total, is in the Far East. It shows also the portions of 
the amount that are allocated by area which are obligated, the heavy 
red, and the portions which are unobligated as of that date, which is 
the light pink. 
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(Discussion off the record.) 

Mr. Murpuy. The $630 million which is unobligated on that date 
will be down to $33 million by June 30 of this year. In other words, 
the total unobligated which we will have available in defense support 
on June 30 will be $33 million. 

Mr. Passman. Under defense support can you reserve? 

Mr. Murpny. No, sir. 

The reservation system applies only under the military-assistance 
category. The $33 million of fiscal year 1957 funds which will be 
obligated on June 30 is distributed $25 million in the Near East, 
$7 million will be in the Far East, and $1 million will be down in 
Latin America. 

Mr. WieeteswortH. Unobligated? 

Mr. Murpuy. That will be unobligated on June 30. 


OBLIGATIONS, EXPENDITURES, AND UNEXPENDED BALANCES 


Mr. Murpuy. Chart No. 8, which again is limited strictly to de- 
fense support, is intended to show the obligational authority, which is 
the red bars, the expenditures, which is the cross-hatched red bars, 
and the unexpended balances available in defense support for fiscal 
years 1956, 1957, and 1958. Note, Mr. Chairman, that the obliga- 
tional authority requested for fiscal year 1958 is substantially below 
the obligational authority available in fiscal year 1957 for defense 
support. This, of course, is graphic indication of the switch in defi- 
nitions in 1958. Whereas all the economic development-type activities 
in countries where we extend military assistance were included in 
defense support in previous years, they have been removed and the 
defense-support category is limited strictly to the economic assistance 
necessary for the military effort. The $33 million which I adverted 
to on the previous chart which would be unobligated on June 30 is 
the little white part up here, the difference between the obligations 
and the obligation availability. 

Mr. Passman. Would part of the difference of amounts between 
fiscal 1957 and the estimate for fiscal 1958 be the $175 million request 
for a loan fund? 

Mr. Mourpnry. No, sir, that is purely military assistance. 

Mr. PassMan. Would $500 million be added to that? 

Mr. Murpny. No, sir; that would not be in defense support. 
That will come up on a later chart under economic and technical. 
The development loan fund is all under economic and technical. 

Mr. Passman. Could we state for the record that this is one of the 
reasons why the figure is lower? 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. Because through this so-called loan program, a 
larger sum is being asked for the account this year than in the past? 

Mr. Mourpry. In the development loan fund; yes, sir. But the 
difference here, as I say, is caused by the fact that that all has been 
removed from defense support. 

This chart also shows, Mr. Chairman, the fact that the bulk of this 
defense-support assistance is concentrated in the Far East again, with 
the second largest user being the Near East. The $25 million obligated 
for the Near East is shown here by the broken line on the Near East, 
and the $7 million is so small here I do not believe you can see it for 
the Far East. 
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Mr. PassMAn. I believe you stated that the loan phase had some- 
thing to do with this amount being lower? 

Mr. Murpuy. Yes, sir; because the economic development portions 
of defense support have been moved out of here and you will see a 
corresponding rise when we come to a later chart. 

Note also on this chart, Mr. Chairman, how the expenditures which 
are the cross-hatched red here continue high throughout fiscal year 
1958 in spite of the drop in the obligational authority. This again*is 
another indication of the fact that obligations in 1 year result in 
expenditures the following year. 

Mr. PassmMan. Has the same type of case for continuing authoriza- 
tion been made every year, or is the approach different this year? 

Mr. Murpny. This is the first year, Mr. Chairman, that we have 
asked for no-year availability and permanent authorization for defense 
support. 

Mr. Passman. Have not you asked for permanent authorization in 
the past? 

Mr. Mourpny. Not for defense support or for any nonmilitary pro- 
grams, sir. We are asking for permanent authorization and no-year 
availability on the theory that since this assistance is tied in so closely 
with the military effort and since the military assistance is being re- 
quested to be made on a permanent authorization, this likewise should 
go hand in hand with it. You will see here how the pipeline of un- 
expended balances drops from $1.288 billion on June 30, 1957, to 
$1.038 billion, a drop of a quarter of a billion dollars, in fiscal year 1958. 


Economic AND TECHNICAL ASSISTANCE 


UNEXPENDED BALANCES (BY REGION) AS OF FEBRUARY 28, 1957 


Mr. Murpuy. Now turning to the economic and technical assist- 
ance, which is also handled by other than the Department of Defense, 
a similar set of figures. On February 28 the unexpended total was 
$813 million. Approximately 60 percent of it was in the Near East, 
south Asia, and Africa. The rate of obligation, which you will see, 
compared to the previous chart is much lower. This is accounted for 
by two facts. One, the economic and technical assistance is pin- 
pointed much more on project-type aid rather than bulk-commodity 
imports as defense support is, which is a slower item to get obligated 
and takes much more negotiation. This $157 million up here in- 
cludes that $87 million Asian-development fund to which you adverted 
earlier, Mr. Chairman, plus the $30 million which we hope to have 
continued available in 1958 for Burma and Indonesia. 

This figure of $547 million unobligated on February 28 will be down 
to about $150 million on June 30, 1957. 

(Discussion off the record.) 

Mr. Murpuy. Our purpose, Mr. Chairman, of course is to give you 
the actual data, the actual situation as of a given time and then 
attempt to project what it will be at a future time, which of course we 
cannot give you on an actual basis until we reach that particular point. 

(Discussion off the record.) 
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OBLIGATIONS, EXPENDITURES, AND UNEXPENDED BALANCES 


Mr. Murpny. Here is a similar chart to the one we had on defense 
support which again shows for the fiscal years 1956, 1957, and 1958 
the obligational authority availability, the red bars, the expenditures, 
and the unexpended balances for economic and technical assistance. 
There are a couple of specific items on this chart which I think are 
worthy of the committee’s attention. First we would like you to 
note the rise in expenditures expected between fiscal year 1957 and 
fiscal year 1958 in the economic and technical area. We expect them 
to go up almost 50 percent. Also note the rise in the availability of 
funds, new requests, to $1,064 billion. Added to the unobligated 
balances which are already continued available by legislation or 
which we are requesting be reappropriated, in this area there would 
be $1.2 billion available in 1958. The pipeline will jump a little over 
$400 million, and this will be occasioned again by our estimate of 
expenditures in the new development loan fund where a half billion 
dollars is requested for 1958 but where we have estimated $50 million 
in expenditures. 

Mr. Passman. You are filling a longer pipeline? 

Mr. Mourpuy. That is right. With all the development type pro- 
jects they will have longer pipelines than the commodity import 
programs. Again this chart shows the emphasis in the Near East of 
this type of assistance and shows again with broken lines where the 
unobligated balances are expected to be on June 30 in the Far East 
and the Near East, respectively. 
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ESTIMATED UNEXPENDED BALANCES-——-DEFENSE SUPPORT, ECONOMIC 
AND TECHNICAL ASSISTANCE PROGRAMS 


Mr. Mourpuy. Again, purely for the economic side of the program— 
defense support, economic and technical—this chart shows that in 
10 countries 66.4 percent of the pipeline of other than military funds 
will be found; $1.3 billion out of $1.9 billion is found in these countries, 
Mr. Chairman. 

Mr. PassmMan. Would these 10 countries represent 66.4 percent of 
the total? 

Mr. Morpny. That is right. 

Mr. Passman. Is $1.3 billion the total? 

Mr. Murpny. No, $1.9 billion is the total that will be in all of these 
10 countries. These 10 countries account for $1.3 billion or 66.4 per- 


ESTIMATED UNEXPENDED BALANCES 


DEFENSE SUPPORT, ECONOMIC AND TECHNICAL 
JUNE 30, 1957 
($ MILLIONS) 
359 
TOTAL SELECTED COUNTRIES 


$1.3 Billion = 66.4% 





Korea Viet- Poki- India Taiwan Turkey Spain Iron Thai- Philip- 
Nam stan land pines 


cent of all of the unexpended funds expected to be available other than 
the military assistance. 

Mr. Passman. Would not that be confusing? The chart is incom- 
plete. There is a total of $1.9 billion in this particular category of 
unexpended balances, defense support, economic and technical aid? 

Mr. Morpnry. That is right. 

Mr. Passman. And you are accounting only for $1.3 billion? 

Mr. Murpuy. That is right. The other $600 million is accounted 
for by 50 countries. 

Mr. PassMANn. Kindly insert in the record a list of the other countries 
and indicate the amounts for each. 

I think this request would also be made later by Mr. Natcher. 

Mr. Natcuer. Mr. Chairman, at this point I would like to request 
that information. 
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Mr. Murpuy. To the extent that we can, we will do that, 
(The requested material follows: ) 


Estimated June 30, 1957, unexpended balance—Defense support and economic -and 
technical assistance programs—summary by country, region, and function— 
estimated unexpended balance 


z [In thousands of dollars] 
Euro 








mane: ‘Teeremee @umrere, BOtel. . . 5. eee $6, 000 
Italy: Defense support, total_.........----- del ee Nhl tae ae 600 
Norway: Defense support, total_.........___--- 5 RE er 300 
Spain: Defense support, total_____._..-_--- elias Nee EE A 79, 700 
Yugoslavia: Defense support, total_-...........------------ 8, 700 
Joint control areas summary: Other, total____..._.-_..------ 6, 600 
European technical exchange: Defense upper, BNR he i eas 2, 800 
Interregional support: Defense support, total - peat eels ain 200 

Total Europe: 
Defense support-_-__-_--- “Evy eN et ai J oT AAS 98, 300 
UNO ape dws .'sbwi'st 2 2 bart Se ore ee eet. 6, 600 
Reta tiebaraaerin ck iatgsires win ppd 0 a See eahicns aaa an 104, 900 
Near East, South Asia, and Africa: 
Near East: 
Egypt: 
ION, GOO oo ne nac cua ntamn ec cnd 21, 258 
OGMNDEL GGUDOPRSION,.. - gnc ewww cn steenn 2, 500 
NE ee ee ne en enehwi heme eeudn 23, 758 
Greece: 
I IAL sa a sn ae 5, 000 
PS ORIEORL COONOPONIOE oan oo oi ek nce edo ka cescns hee 730 
ON esr as ve lst tavalbgeteiniighiitaegen iG Eee me ie oes SAE ee 5, 730 
Tran: 
Defease. wupport,. ~~ < .0..0-- - uses - ~~ ~~ e+ - ee 51, 000 
Technical cooperation 22.2... .scae-- aad -- meee oe 10, 607 
aA. ~~ Bias « ~ ik oe ~ Gre « 3 dann c= Bees «ee 61, 607 
Iraq: 
EPSP ORUIIICUL BERIRDONICC. 2. oo no Se concen cseee | 8 350 
TREE COONSTRMON SW. on ccc cckecccssucgusansns 1, 600 
a a as oo lw te wna emanate m 2, 950 
Israel: t 
Development assistance - ....-..-------------------- 25, 800 
EE, COOOL. oon occ ens oo kee secGuemekgee 1, 400 
teh gf OUR ULUee. hb lGiad Secelaietbaeesdes 27, 200 
Jordan: , : fe r 
Development assistance. ........-..-.--.---------- 16, 500 
‘Tediied) so0peration. {2 02 2. este Ss lef 1, 000 
ates 305i) op bacune ddagh decane eddyebalocgenh 17, 500 
Lebanon: ws a 
Deyenmouneat Guretaee ss oe. Soe ees eee 13, 500 
Zaeehtinaleooperations: cs 16 uit i ek 1, 800 
Ra a ea a a ca 15, 300 
Saudi Arabia: Development assistance, total__...---.----- 25, 028 
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Estimated June 30, 1957, unexpended balance—Defense support and 


economic and 


technical assistance programs—summary by country, region, and function— 


estimated unexpended balance—Continued 
{In thousands of dollars] 


Near Past, South Asia, and Africa—Continued 
Near East—Continued 
Turkey: 
Defense support 
Technical cooperation 


Total 
Palestine refugees (UNRWA): Other, total 
Regional and undistributed: Technical cooperation 
Baghdad Pact: Development assistance, total 


Total, Near East: 


$93, 529 


ail oar eh tip eaiiren neal ainsen dian ieeetailiin 3, 496 


ian dls ssc iS Sh scp ce ina pa Ne aa la 97, 025 
oo or mae aap a 25, 800 
Placa 2, 500 
Ngan sare aioe 12, 470 


————————S=_= 





eg aps anienpmermacnag eeteciogine se eanGae “papemen tina ale 149, 529 
Development assistance. ............--.---..--+--- 115, 906 
I a er mpiiie 25, 633 
ornare x rar cic gies btn ara ea ombiaiiiiaes 25, 800 
Ditisancsnss cody anit inion white diab deialeeneniameiee mecenniaaaan 316, 868 
2 ——— 
} South Asia: 
Afghanistan: 
Devecement Gesisthnee. q . . .. 6 5 nce cdcnsostutes 22, 807 
‘POM COODCTASION i... <x nn cntelane teen anhnnds< 3, 900 
EEE A Ac_dt pruketuaccanacumeuts aki amiimaaiaaoe 26, 707 
Ceylon: 
Development Assistanee. . . 2. ooo non ne cnn nee cugttp 5, 259 
Tn GUODMEIINN 5. scenes cae csdnnaceteaae 1, 300 
a aa rararied xine so seagate ema aeiaet ana a iis 6, 559 
India: 
Develoniient asdistance. -- 5 ok ne eee 97, 160 
ORE SUE iigeccncadnadutwierandobeyeeke 29, 100 
TE ao :tusbirastvavhin nw quran o iieemeetiiekmabiah tS Bates 126, 260 
j => 
Nepal: 
DSVeIOpnnent AsMBtaN66 — Sn eeercen-tesninxs<== 3, 664 
 CORRINENG 5c. ccckpnewcentaddnnamatiwe 1, 500 
Cd an waicorn ni mierumane eandieina an iaial 200 
MAE cicveccuucannwrigomnunsmdcadamaibiain tinal 5, 364 
Pakistan: 
IN ns og cin quagim guna dea al hiealmansies hentai 131, 500 
Technical cooperation_____...--_--------- Bd 11, 600 
: Ws ad 6kbK cance bbs tend ettadeiie techie 143, 100 
' Total, South Asia: a 
; BI PI inns, cucu cantptbemeren-berrtantion 131, 500 
) j Devélopment dssistance. 128, 890 
; Technical cooperation..................--... 47, 400 
io kanns <naltkehuhu dust atuentiecataialt 200 
| ain salad aed cae intitle eae ndy 307, 990 


Awe iw 





< : mena re ren sb sane ae sae nes 


— 


: 
| 
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Estimated June 30, 1957, unexpended balance—Defense support and economic and 
technical assistance programs—summary by country, region, and function— 
estimated unexpended balance—Continued 














{In thousands of dollars} 
Near East, South Asia, and Africa—Continued 
Africa: 
Ethiopia: 
I n> ee A i OTN $5, 112 
nn? <2 SL Cat xenon ose 3, 302 
ee oe eo Na Be ts eR a ke A te 8, 414 
Liberia: Technical cooperation, total_..............----- 1, 500 
Libya: ae 
de dee 7, 800 
ad dn odnwncenuee Keasehesnt +4 920 
eS eee eres 5 oe ee a wnat abel pe onaer 8, 720 
Morocco: 
ek wee cmasuse cua gis 18, 000 
Teese Se wc ocnccccsesoeescccsc cle... 150 
di oh a 18, 150 
Tunisia: oS 
Pe NOD oo oo cocoa ce ecceecceoesn 4, 300 
Ps hccas pcennnencusdsndnoeneas 200 
a a od ld onion ne a 4, 500 
DOT’s 
Somalia: 
Development assistance. ............------.--- 800 
Ti Sn. ccccccacencesscsesnadan 600 
PN ease Mica ba had sae Scie cla eat acta aaa 1, 400 
British and other territories: Technical cooperation, 
thet ke en aeaderekenenee ane 1, 875 
Total, Africa: ed 
eis ab ena okkaocu naman ones 5, 112 
NTN NN ce 30, 900 
eo ie nae eee mote eee 8, 547 
(8 ne ara otha aeh ata tential ap thethnpelalatepatfeledogaee Bafa titer tele 44, 559 
Middle East, undistributed: 
ae aR oeseteneene 36, 088 
a wine sien nab maiin ne mee 8, 159 
De een ey edbesbacnesanonwae 44, 247 
Total, Near East, South Asia, and Africa: 
i a i. seh lle eal ae teva neti 322, 229 
I NNN cn ck ccc aeammensnceie aacese 283, 855 
Cee eT ne nn en ea aaeaaaas 81, 580 
eggs anal cay Sag co rad pet eaten cine ep, lly a a 26, 000 
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Estimated June 30, 1957, unexpended balance—Defense support and economic and 
technical assistance programs—summary by country, region, and function— 
estimated unexpended balance—Continued 


{In thousands of dollars] 
Far East and Pacific: 
Far East: 








Burma: Development assistance, total_...........------ $15, 000 
Cambodia: 
SODEG: INOS... « cn cccvcubecessttiletadees Jasna 29, 960 
AaRIAORL COOPER ORs sk ccncctcdccnusuoncenccsntnd 2, 096 
ANNI iti cin icicle San 9s Sansa Ry 115 
MOR enwuuois wl sininiii ~esied. <30b~basid- sake 32, 171 
Indochina: Defense support, total. ...............--.--- 13, 915 
Indonesia: ; 
Development assistence. ......-<-esecelkkwece vocal 18, 996 
2eennical cooperation... oco««cccetslsisisds dsoccaolinn 11, 820 
ES oc wisiccn kan cenwiae dia eee gn cee 30, 816 
Japan: Technical cooperation, total.................---- 1, 963 
Korea: 
Delenee mors. « « ivdo loanuallavas Seaiatslowck: asin 350, 952 
ROUOE CODUUUMION in ccc ouncaddankmesdadcneis 8, 491 
i dévsuceckulcinnwenentonsnecs swe 359, 443 
Laos: 
PN OI 6 ins kta aemibbnccindkudwmslecucaetn 24, 028 
EDN Otn CODIERNON Sif 5 i cditcscenGendecdnnnenadkaid 1,018 
CO i i ere eee 25, 046 
Philippines: a 
ENG Gos i min nnennnisinwnndncmmineie aa alien 31, 325 
‘Teenmies! oooperation.... «..<c<WwwOdeweealiawness dase 6, 952 
SOM cacueliie sc inicbausaiusedubs.lenindes Ts wacill 38, 277 
Taiwan: 
Defones sminnort ....<«cccclsteclnauatiewnoceddashslwsk ose 103, 444 
Technical cooperation... ...---ssss5-/2sbe-.-e ockileel 4, 050 
ital Beda oS bas x ici gedt ph nit lain eon oe 107, 494 
Thailand: vE 
IN as caikconsscniccncsnepgittl Raat koh inlbaens hd mam camels ae 40, 410 
SORIIEOE GOOD OIONOL. cnciccctesrcnwknbuasznanneaadthae 7, 592 
IA tis si ssi fst snc ln ial ham a a i as wa 48, 002 
Vietnam: vv 
NN Ni ists ie ia etek nial nie bidet Sekai araiatuaeee 211, 916 
' DOCRDIGO COCDOTRU OR ii caa's doccc su dwavivancwnn ests 4, 800 
SO cc wncccncsesnes< ht lusdonseeeds-Jasiadss fs 216, 716 
Regional: 
Delenee BUNNORS... oc nsecisiolwcioliatgquesdesiidaa'l scze 387 
Technical cooperation........isbsbacdeincwcccc incu ..e 600 
BO ccceke tine candi ee disk tease inl Cel 987 


Undistributed defense support—total_............ -..------ 20, 000 
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Estimated June 30, 1957, unexpended balance—Defense support and economic and 
technical assistance programs—summary by country, region, and function— 


estimated unexpended balance—Continued 


[In thousands of dollars] 
Far East and Pacific—Continued 
Total—Far East: 
Mee. Sw OU hE LU ad fas 28ucu 
Development assistance. ................-..-- os SU22GO 
Technical cooperation 
Other 


Total 


President’s fund for Asian economic development: Other— 


i chiki maewidie cctgene bis ad ibeb ieee dd obeeuN 
Total—Far East and Pacific: 
I cb Ce ecweddnbiesde dusudseuwiiss< 
Development assistance. ..........-.....--..22.-....-- 
Technical cooperation 
Other 


Total 
Latin America: 
Argentina: Technical cooperation—Total 


Bolivia: 
is ois i allncia wad cs SCC Re BE coe tae 
Technical cooperation 


Brazil: 
8 dae ddr akh koe eennsnehenteuucandilb’ 
Technical cooperation_--_._.......------ Eee wn ES 


a eA BS ccwenwecesses tee ULeee 
Chile: Technical cooperation—Total__..............-------- 
Colombia: Technical cooperation— Total_-_._..........------ 
Costa Rica: Technical cooperation—Total 
Cuba: Technical cooperation—Total__............_..----.-- 
Dominican Republic: Technical cooperation—Total 
Ecuador: Technical cooperation—Total_.............-..---- 
El Salvador: Technical cooperation—Total 


Guatemala: 
cancer alti eecerh ite mirage 
Technical cooperation 


Haiti: 
RAG... acuduhecwepenhhbebskehenne 
Nd cece cee cninan call 

Pees nde dewebenenaesesesunwsivssueielauid 

Honduras: Technical cooperation—Total 

Mexico: Technical cooperation—Total--...........-..--.--- 

Nicaragua: Technical cooperation—Total 

Panama: Technical cooperation—Total_..................---- 

Paraguay: Technical cooperation—Total 

Peru: Technical cooperation—Total...............----.--.- 

Uruguay: Technical cooperation—Total__............-.----- 

Venezuela: Technical cooperation—Total__.............----- 

Overseas territories: Technical cooperation—Total 


$826, 337 
33, 996 
49, 382 

115 


909, 830 
94, 775 


826, 337 
33, 996 
49, 382 
94, 890 

1, 004, 605 


4 


i on 


14, 978 
2, 904 


17, 882 





887 
4, 384 


5, 271 
2, 890 
1, 581 
689 
413 
26 
992 
344 





A a aR FEE SRR EO SA TI RHEE 
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Estimated June 30, 1957, unexpended balance—Defense support and economic and 
technical assistance programs—summary by country, region, and function— 
estimated unexpended balance—Continued 


[In thousands of dollars} 


Latin America—Continued 
Regional and undistributed: 





2 Gees COONOINION. «5 LSB UEe ee Lb a $1, 804 
Rene GON 5 ke U Use So oa mectecussscdesi. 14, 380 
Oe I ara, acearin ne bipk atnds cee a a ala oes 16, 184 
Organization of American States: Technical cooperation—Total_ 750 
Total—Latin America: a ; 
PPONNIININ C615. Shik Receeeb ined ath no saneal 41, 330 
PE OOMIINGS CUOUMEEENIONS one cc Sben Shacknews séebees 28, 090 
ROME a» bai oa ee wc baw ht Uleea ac eeedbe ewe ease ae 69, 420 
Nonregional: 
Technical cooperation: 

U. N. expanded program of technical assistance __.____-_- 8, 000 
Enterréginen Gen Ac. Caper ees or. eck 3, 000 
Undistrigeem me Mitte. s cee ete cand incon cess nae 3, 861 
Total—Technical cooperation...........-...--..----- 14, 861 

Other programs: ‘ 
Intergovernmental Committee for European Migration_-__- 5, 000 
Ga nee: MenOMN cg oo. bt Le, ck. nei sinnn oe 1, 500 
ire Pe RS RS ee ae ae 6, 000 
Ocean freight—Voluntary relief agencies__....._....._._-- 500 
ConiGol ' Sere st et ee eee 225 
Aiininietreree BEDORIN ioe ss eins 4, 547 
NA TO: cepneey POROCURTUOre. coos so hn - -  can 1, 000 
ee EE 9 TS ee ee 5, 500 
Pees Gees, . 11214... goueenl-—-s<<<+-.deeeo oS 2, 000 
Hungarigeemeee. Sag ee i ceeds 14, 500 
Special pecmswetens 1006. ole ee Oc eee 25, 136 
Spuecienmecmremes.. 0. 1 All Be. 5. ee 368 
Undiatriputed expenditures. =o. J--- <5... -..... loc — 49, 636 
‘sOGe-Utner programe. oi oe og UL 16, 640 
‘S0@er~ Nomen: (oc. tieddacius dcSde nun cabenbens 31, 501 

Recapitulation: 

PCTORG CEOS Dn bo os ncn wad eticoc dase ean} Foe 1, 288, 196 
Develomineos. SGRMONOE. . . .. A oid fo ooo Ganon). 4d-+ dade 317, 851 
EGAN CPOE. srivclens caren eae neo ese be eh oeeoe 173, 913 
GD es BEE ono wi dew oad ra ae weds bbe dus ek ees 144, 130 
AT asi oo eat oon i ee ee reckeeee 1 1, 924, 090 


1 As of Dec. 31, 1956, $418,913,000 of unexpended loan authorizations were outstanding. This reflects 
cumulative authorizations of $2,436,855,000 and total loan disbursements of $2,017,941,000 from inception of 
the country loan program through Dec. 31, 1956. 


NECESSITY FOR A PIPELINE 


Mr. Murpny. Chart No. 12, Mr. Chairman, which is complicated 
in and of itself, was designed for one purpose, to meet the question 
you asked earlier, Why is it that we, with short lead-time items on 
the commodity program, do not spend the money out in the year in 
which you have appropriated it? Why do we have to carry over 
unexpended balances? 








1 Aing 1 Aine | Aine ; ‘ reer 
——————_ 14 09814 paly, ————————_» ] «—___-_ Da _ D914 puo2es +— pajoudosddy a40 spuny yoiym ul 109A j02S|4 +» 









Oa Bb fC .eoe. we a Pie eee eee tf ER 8 OF TE ee Re fs it 8 8 OS TOF 


$adiAsaS 4201ju09 4 
Sayipowwod a 


<—_—— Aiyuow —pay061)99) spunj —> 
sjundiaiys0g 44 
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We have shown here that everything we do on the nonmilitary 
assistance part of the program, classified itself, in either of two kinds 
of aid. 


NONPROJECT AID 


One is nonproject aid, the shipment of commodities to generate 
local currencies or to meet foreign-exchange requirements, or it is a 
project which is jointly developed and planned between the United 
States and the host country and, to some extent at least, jointly 
financed. Even on the simpler type of assistance, Mr. Chairman, 
you will note that we get our money along about the first month of 
the year, maybe at the end of the first month of the fiscal year, the 
end of July, or maybe early August. We have to go through a pro- 
cess of redefining and developing the country programs and then we 
have to inform the countries of the tentative levels of aid arrived at. 
The countries then have to ask for the commodities that they want 
financed. That takes a couple of months for them to make up their 
minds exactly as to what they would like financed under the program. 
Then we have to issue the authority to the countries to procure these 
items against our account. 

As you know, the legislation requires that to the maximum extent 
possible this be done through commercial channels with importers in 
the countries actually placing their orders, so that there is another 60 
days elapsed. Then when the country issues its authorizations to the 
importers, the importers have to notify small business in this country 
of their intent to procure commodities involved, so that small-business 
enterprises in the United States will have an opportunity to participate 
in the business. Then the importer has to place his orders with the 
suppliers. It is only at that point, Mr. Chairman, which easily, in a 
typical example, runs beyond the end of the fiscal year in which the 
money was appropriated for obligations that deliveries of those com- 
modities will commence. On this nonproject type of assistance, you 
will notice that it is shorter than on project type. It is not at all 
unusual for us to have 1 year’s money spent out before the end of the 
second year but nevertheless to have the bulk of it in the unexpended 
balance at the end of the year for which the money was appropriated. 


PROJECT AID 


On project-type assistance, on the other hand, which usually 
involves training of participants, supply of commodities, and fre- 
quently contracts and supply of United States technicians, the yellow 
part of the chart again indicates all of the steps which take place up 
until the time expenditures—that are shown in brown—begin. You 
will notice on technicians where they are paid from current year 
money, we start paying for technicians about 15 days after the start 
of the fiscal year and we pay their salaries on a going basis all the way 
up through to the end of the pay period which occurs in the early 
part of the next fiscal year. 

On participants, trainees, and on commodities and on contracts, 
we rarely start to spend money in the year in which it is obligated 
In fact, it is very unusual, other than for technicians, for us to ‘spend 
any project- type money in the current year. It isspent in the second 
fiscal year, and frequently there is still a substantial amount of it un- 
spent at the end of the second year, 
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This dotted line here, Mr. Chairman, is intended to indicate that on 
a complex contract, like the construction of a powerplant, fertilizer 
plant, or road, it is entirely possible that the contract payments will 
run out to the third and sometimes to the fourth year. 

Nevertheless, all that money is unexpended as of the close of the 
year in which it was appropriated. That is the reason, Mr. Chairman, 
why the nonmilitary part of the program has about a year’s supply 
of dollars unexpended at the close of the fiscal year. Those are in 
large part the dollars which we will spend in the subsequent year 
while the new money appropriated is going through these stages 
represented on the chart by the yellow blocks. 

Mr. Passman. Why is this so much different than agencies we deal 
with in our own country? 

Mr. Mourpnry. I am not sure that it is really so different. 

There is a difference, certainly. 

Mr. Passman. Did I understand you to say there is not so much 
differenec? ‘ 


UNEXPENDED BALANCES OF OTHER GOVERNMENT AGENCIES 


Mr. Murpuy. Let me give you an interesting statistic that I took 
the trouble of looking up, Mr. Chairman, because of all of the difh- 
culties we encountered on unexpended balances in this program. 

I got out a series of reports issued about this time last year by the 
Byrd committee of the other House. I was quite surprised myself to 
find that in the United States Government, apart from foreign aid 
and defense, the amount of unexpended balances available at the end 
of fiscal year 1956 was approximately equal to all of the new appropria- 
tions asked for by those departments. 

So in one sense of the word, we are really not much different than 
the other agencies and I was surprised to find that out myself. In 
another sense of the word, we are very different because each one of 
these transactions is the subject of international negotiations. 

Mr. Passman. Are not those programs rather well firmed up before 
the money is obtained? 

Mr. Murpuy. No, sir; they are not. The reason why they are not 
is that if we ever got them firmed up—— 

Mr. PassMan. You mean you have not discussed the programs with 
your fieldmen? 

Mr. Murpny. I thought you meant with the other countries. 

Mr. Passman. ‘It is known reasonably well what is intended before 
the money is received? 

Mr. Murpny. The way to say that is this: The programs we are 
putting before you are the best judgments that the United States 
officials involved in a program can arrive at unilaterally as to how the 
assistance in a year under discussion will be given. 1 emphasize the 
word “unilaterally.” The last thing we would want to do is become 
involved in negotiations with other countries before the Congress 
had given us the authority. 

Mr. Passman. I am not referring to negotiations. I am speaking 
of the plan. If there are going to be two wells for India, our repre- 
sentatives know about what to expect, and these plans are substan- 
tially worked out before the appropriations? 

Mr. Murpny. Insofar as we can do it unilaterally. 
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Mr. PassMan. That is what I am talking about. 
Mr. Murpny. They are our best judgment. 


LOSS OF CONGRESSIONAL CONTROL UNDER DEVELOPMENT LOAN FUND 


Mr. Atexanper. Is that not a good argument as to why the 
Congress cannot go back on its word on this development loan 
program for which you are asking $750 million for 1959 and $750 
million for 1960? 

The argument is made that we can always do something about it 
but is it not also true that you have almost precluded the Congress 
from doing anything and that you have gone out and made contracts 
with foreign countries which would almost bind the Congress? 

Mr. Murpuy. I do not think so, sir, because there is this difference: 
The development loan fund is intended to be a bank-type operation 
and, to a large extent these countries will be in the position of coming 
and making applications for a loan; the mere application for a loan 
on the part of another country does not bind the United States in 
any shape, form, or manner. The $750 million asked for in 1959 
could not, in any sense of the word, be obligated during fiscal year 
1958 to any other country. 

Mr. Passman. Could our country discontinue this program on June 
30 and not be violating any agreements or contracts with other 
nations? 

Mr. Murpuy. That is exactly right, if by “‘stop’”’ you mean cut off 
any new obligational authority. 

Mr. Passman. That is what I mean. 

Mr. Murpny. As far as I know, Mr. Chairman, that is right, 
because our obligations are held up until the time we have the money 
actually available. 


UNEXPENDED BALANCES AS OF FEB. 28, 1957—-DEFENSE SUPPORT, AND 
ECONOMIC AND TECHNICAL ASSISTANCE PROGRAMS 


Mr. Chairman, chart No. 13 goes back to an actual date to show 
you the status as of a particular date, because we cannot give to you 
this information as of June 30 in this detail. This shows that, on 
the nonmilitary side, there was $2.5 billion unexpended on February 
28. Of that, $1,350 million was obligated but not expended, and 
$966 million of it was expected to be obligated during the period 
March 1 to June 30. Here is the $211 million which represents our 
total estimated unobligated balance on June 30 on the nonmilitary 
side of the program. 

Of the portion obligated—you will note that we lose $1 million here 
somewhere in rounding out—we have $1,351 million, and then here it 
is only $1,350 million. Of the portion obligated, $846 million, or 63 
percent, was in the faster moving nonproject aid category ; $504 million, 
or 37 percent, was in the slower moving project-type aid. 

Mr. ALEXANDER. What did you say about the discrepancy? 

Mr. Murpuy. Somebody corrected this figure incorrectly. 

Mr. ALexaNDER. What is it supposed to be; $350 million or $351 
million? 

Mr. Murpuy. One should jibe with the other. 
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RECAPITULATION ...OF DEFENSE SUPPORT AND 
ECONOMIC AND TECHNICAL 


UNEXPENDED APPROPRIATIONS AS OF FEB. 28,1957 
($ MILLIONS) 


Estimated Unobligated 
‘June 


a Project Aid 
me $504 
‘i 377. ae 


oh Non-Project Aid 
{ $846 
63% 





1,350 





UNEXPENDED OBLIGATIONS AS OF FEBRUARY 28, 1957, FOR NONPROJECT 
COMMODITIES AND SERVICES 


On the nonproject side, which is the commodity-supply program, 
the $846 million shown on chart 13 is depicted here on chart 14 as to 
types of commodities that were on order February 28, 1957, but not 


FEB. 28,1957 UNEXPENDED OBLIGATIONS 
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paid for. You will note there an item of $162 million for food, feed, 
and fertilizer. 


UNEXPENDED OBLIGATIONS—~PROJECT ASSISTANCE, AS OF MARCH 31, 
1957 


Chart No. 15 is designed to show, as of March 31, 1957, the un- 
expended obligations for project assistance broken down into fields of 
activity. You will see there $73 million for agriculture and natural 


MARCH 31,1957 UNEXPENDED OBLIGATIONS 
PROJECT ASSISTANCE 


($ MILLIONS) 
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Education 
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General and Misc. 


resources and $166 million for transportation, and so on, down the 
line. 

Mr. Passman. I am endeavoring to avoid confusion, but first you 
say June 30, then February 28, and now you present another chart 
as of March 31. 

Mr. Murpuy. I can explain that. You will notice a figure of 512, 
which is slightly higher than the previous chart shows on project-type 
assistance, which is 504. The reason for that is that our accounting 
reports disgorged these data only at the end of the calendar quarter. 
The figures I give here are for March 31 rather than February 28, 
which is the nearest date for which we have that available. 

Mr. Passman. Thank you, Mr. Murphy. 
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MILITARY ASSISTANCE 


FINANCIAL SUMMARY BY COMPTROLLER OF INTERNATIONAL SECURITY 
ADMINISTRATION 


We also have present Mr. Markley Shaw, the Comptroller of ISA. 

Mr. Shaw, do you have a general statement you wish to make 
to the committee? 

Mr. Suaw. I do not, Mr. Chairman. I have a set of charts that 
I think each member would be interested in looking at as I talk about 
military assistance. 

Mr. Wieeiteswortn. Are they classified? 

Mr. SHaw. No, sir. 


STATUS OF AVAILABLE MILITARY ASSISTANCE FUNDS BY FISCAL YEARS 


Mr. Chairman, the first schedule in this compilation will answer 
some of the questions that were mentioned a few minutes ago, because 
we have shown on page 2 the status of available funds by year for 
1950 through 1957. We also show the unpaid obligations by year, 
the unobligated reserves for common item orders by year, the unobli- 
gated balances reappropriated, the total brought forward, the new 
appropriations, transfers, reimbursements, expenditures, unexpended 
balances at the end of the year, and the status of the unexpended 
balances. 

UNEXPENDED BALANCES AS OF JUNE 30, 1957 


For fiscal year 1957, the unexpended balance on July 1, 1956, was 
$4.3, practically 4.4. The new appropriations for fiscal year 1957 
was $2,017 million and the reappropriation of prior year, unobligated 
balances, totaled $195.5 million for a total availability in fiscal 1957 
of $6,606 million. We estimate expenditures in fiscal year 1957 in 
this presentation at $2,200 million. That would give us an estimated 
unexpended balance as of June 30, 1957 of $4,406 million. However, 
we are estimating an unobligated balance in this table of $500 million 
as of June 30, 1957, which would give us a total, net unexpended 
amount for fiscal year 1957 of $3.9 billion. 

For fiscal year 1958, the comparable figures would be: The unex- 
pended balance as of July 1, 1957 

Mr. Rooney. It might be well if you inserted the figures for 1958 
at the right-hand side of page 2 of this exhibit. 

Mr. PassMan. I think we should insert in the record at the appro- 
priate place, pages 2, 14, and 16 of justifications. 

(The material referred to follows: ) 





EN a TE EO 


nn EEE a 


REDE SE ES RR RT 


we 





“9961 PUB SoS B04 [ROSY UT SoINJTpUucdxe Jejsues} oayzered 
W0o SOPNPXA “8.881 AS Pu $.069 WO CT “(LOd) sojouduog VSI “AsVvO "L961 “000‘0S$. ULI) SS0’] ¢ 
YINIYs Gost SIBOA [VOSY 10) PUL ‘Z96T ‘L “GAT Posted ,,L0-BV6T ‘Spuny Josnyeys jo ArvuMUINS,, ‘squodos (LOA) Jo[ONUIOD VST Puv juowioywIs PouTqurOS S,Aunsva.,T, YIM 
S,MOTVIISJUUIPY UoTeledoog [VUoTyeUsezUT ‘PSG YSN0IGY OSET SIBEA [BOSY 10} om quoulee13e Uy ‘POST ‘Og BUNS JO SB Spun] Jo Ssnyeis S VOI duliq 0} Aaessgoou sjuourjsn{p y | 


} 
6'90F | 2°809F eee o'I+ €‘1s0‘8 | 9'929°8 | 6'Feb'S ¥ cag 'g 19 G96 'T ~~ gouBfeq pepusdxeun [810] 


“""""Q@pPBUl 8q 0} JO ‘OpBU SUOTSSTOSeY 
4no polsojsaBdy suoMesi[qgo preduy 
PIBMIOJ POT JIVI [BIOL 


| out ; 
6-or'> | 5080 | 86019 | 8°12 | overs | #z09' | 9z0e't 


0 ‘00¢ ¢ “S6T ; lg “HZ ‘g | I 98F L ‘Fiz -----="naqeridoiddees soouvreq payesiiqouy 

078% | FTW “208 oa fs | Sa ve ae \~ ’ - oe SJIP1O W19}] WOUTUIOD JOJ SeAJOSOI Pazesl[qou y 

6°F29'T | 9°TSL*T ‘S18 ‘T | 21+ 8'8h0'9 | 9 Fg 8 "866 ‘2 6 °L40'T a a “suoleaI[qgo preduy 
i1BeA ZUTNSUI 0} PIVMIO] PaIJIvo souLl[eg_ 


GONVIVE GFGNFdXGNN 4O SALVIS 


zoee'9 | 21+ £1908 7 6 '¥er'S | b zoos | 9'z9C'T Jee4 JO pus ‘souv[sq pepuedxeuy 


a 
s 
J 


LBZ | ZI- g “829 ‘E 7 L'p8e% | 9886 ; ~seinjpuedx gy 
eI9* $°629 ‘TI 7 9618 ‘OI | 0984 ‘9 pre‘ --gINJIpPUSdxXe 1OJ EFQuITBAT [8I0,L, 


a8 








£1 ¢ . ; - ; , ~ “SqUeUIOSINg UI}9Y 














L’&I— I 8Lb— = ~---(—) 10 (+) Sdojsuel} you ‘1830.1, 
osz— |oseI— | cetr— | eo (>) 20 
$7o+ | 8 I+ (2) ; ny cae Aedes 


SAQJSUBLY, 








6 ‘908 9 6 909 ‘9 0 281 ‘2 Z “99 ‘8 7 t ‘069 1 4 “499 ‘ZI #962 ; 0 IE 4 








“I[QBIIVAB Spun] [8I0.L 
0006 ‘I ¢ ‘110% 220‘ ¢ LZ6l il ==] ¢ 0 ‘0% 8 '61Z + 0 'bbL ‘Ss CG | o-FIE ~suoretidosdde 
6908 ‘b b 689 ‘F “6ST 3 cad ‘L | 5 ‘09% 6 rer es b 2g¢ “g ‘29% prBMsoy WYBNOIG [BIOL 


0°00 ¢ S61 “et ¢ ¢ Zar Z E . 6 906 ‘T T9€F_ L682 “blz --peyeridouddvas seourleg peqzes}iqou 
0 C82 Z £ 249% ae. ‘e | L°6S1% ae oo 2. oo F . , ““SU9PAO W94] UOUTULOD JO} $9A.10S91 Pazest[qou /) 
4 J ; “50 'T | . | - 7 ~“suoTesi[qo preduy) 


6 F29 ‘T 91S ‘T ‘818 grec '9 | S°RH6'L | L°76LF 
reo J01Id WIOJ] prBMIOJ JYBNOIG aouRyeq pepusdxeu,) 





SGNQ04 ATMVIVAV 40 SALVLIS 





8961 LS61 9S6T ; £96T coor =| CIS61 OS6I 





—IBe0d [BOST J 


—IB0h [POST ie 


[szeT]op Jo suo] uy) 


LE-O96] s4vaf ywosy ‘spunf fo snznj}s ‘suounnisdosddy aounjsissp fiavjytpy 











402 


DEPARTMENT OF Derense—Mritary AssisTaANceE PrRoGRAM ComMMON ITEM 
OrpDER MATERIEL PROGRAM 


I, EXPLANATION 


Definition.—The term ‘‘MAP common item order” describes the documents 
issued by the Assistant Secretary of Defense (ISA) or his authorized designee, to 
the military department, authorizing procurement or delivery from service stock 
of common items in accordance with the provisions of section 108, Public Law 208, 
84th Congress, Mutual Security Appropriation Act, 1956, as amended. This 
document or common item order specifies the amount of MAP funds to be reserved 
in order to reimburse service appropriations when the MAP item is manufactured, 
transferred from service stock and delivered to the grant aid country. 

How the CIO works.—Upon issuing a common item order, the ISA Comptroller 
transfers funds to be held in reserve by the military departments under an appro- 
priation limitation account. This action constitutes a fund reservation or obliga- 
tion and in effect guarantees the military department that funds will be available 
for reimbursement when the items ordered are delivered. When the MAP 
common item orders are received, the military departments distribute the quantity 
and value of the order in the approved service supply program for each of the 
regular military appropriations or stock funds under which the procurement or 
issue from service stock will be accomplished. Such amounts are not recorded as 
obligations incurred at that time. The military departments may and do, in 
anticipation of the guaranteed reimbursement, request apportionments from the 
Bureau of the Budget of the amounts of the common item orders to augment 
applicable regular military appropriations. When materiel has been delivered, 
documentary evidence in the form of shipping documents and manifests, along 
with other required accounting data, is submitted to the MAP clearing office(s). 
Vouchers are then processed to reimburse the military appropriations or stock 
funds. If reimbursements are effected promptly, the difference between deliveries 
and payments will not be greater than the amount of deliveries and services per- 
formed during the same month. Pursuant to section 108, unobligated reserves 
as of June 30 of any year are carried forward into the succeeding year’s account. 


II. Status of reservation account 




















Total | Army | Navy Air Force 
Total common item orders issued | 
through June 30, 1956______-- .| $5, 772, 535, 936 | $1, 916, 237, 360 $391, 301, 266 | $3, 464, 997, 310 
Less: Expenditures through June 30, | 
1956_. 7 pataaiads eet ...| 2, 843,063,316 | 1, 338, 715, 239 161, 229,119 | 1, 343, 118, 958 





| 

Ne ciininpianiiiiieniintetyiel clipes |— hentai 
| 
| 


Unexpended reservations July 1, 





Ee ere ee ee 2, 929, 472, 620 | 577, 522, 121 230,072,147 | 2,121,878, 352 
Plus: Reservations through Apr. 30, | 
iieibedcnddnchii delineate 728, 147,032 | 403, 304, 834 | 83, 646, 722 | 241, 195, 476 
Estimated reservations sMay 1 “1-June 30, 
SGT a ch cktex eal : 107, 352, 968 | 92, 595, 166 | 8, 953, 278 5, 804, 524 
Estimated total unexpended res- | | | 
ervations June 30, 1957.........| 3, 764,972,620 | 1,073, 422,121 | 322,672,147 | 2, 368, 878, 352 
Less: Actual expenditures one | | { 
Mar, 31, 1957__._. . | 778, 801, 570 | 131, 697, 104 | 52, 584, 632 | 594, 519, 834 
Estimated ‘expenditures Apr. 1-June | ; | | 
30, 1957_- > PER acta cilia 416, 998, 430 | 250, 302, 896 | 35, 415, 368 _ 131, 2380, 166 
Balance estimated unexpended 
in reservation account June 30, 





a Ae 2, 569, 172, 620 | 691, 422, 121 | 234,672,147 | 1,643,078, 352 


Mr. Suaw. The unexpended balance July 1, 1957, the start of fiscal 
year 1958, would be $3,906 million. 

Mr. Roonry. That would compare with what figure on page 2? 

Mr. Taper. That would be $4,406 million minus $500 million? 

Mr. SHaw. That is correct, sir. 

Mr. Passman. That information is in the right-hand column? 
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Mr. WiceLeswortsH. $1,751.6 million, the first figure in this 
column? 

Mr. Suaw. Yes, sir. 

Mr. PassMAN. Compar ed to $4,603.2 million for fiscal year 1956? 

Mr. Suaw. Yes, sir. We are asking for an appropriation for 
military assistance funds in the amount of $1,900 million and a re- 
appropriation of $500 million of unobligated balances from fiscal 
year 1957 which would give us a total availability in fiscal rae 1958 
of $6,306 million. 


UNEXPENDED BALANCES AS OF JUNE 30, 1958 


We expect to spend in fiscal year 1958 an amount equal to expendi- 
tures in 1957; namely, $2,200 million, which would give us an 
unexpended balance as of June 30, 1958, of $4,106 million. 


TYPES OF UNLIQUIDATED OBLIGATIONS AS OF JUNE 30, 1957 


A moment ago a member of the committee requested the content 
of the unliquidated obligations as of June 30, 1957. This is shown 
in the last column on page 14, Mr. Chairman, starting with the fig- 
ure of $3.9 billion, which excludes $500 million which we have reported 
as the estimate of unobligated balances. 

We then go down to the total military assistance of $3,880 million. 
This represents the unexpended balances as of June 30, 1957, and it 
is made up of the items in the balance of this column, $3.3 billion for 
materiel and so on down the line. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Please continue, Mr. Shaw. 


FISCAL YEAR 1957 OBLIGATIONS AND RESERVATIONS BY MONTHS 


Mr. SHaw. Mr. Chairman, page 10 shows us the obligation and 
reservations by month for fiscal year 1957 as compared with the 
operations for fiscal year 1956. 

Mr. PassmMan. Kindly insert that page in the record at this point. 

(The page referred to follows:) 





a a as Ta an Ne ER 
ee sa ee en te ane Eat AS = ARR es re 





*S] UOTIOSING WIJOI OPNPOXS Soin puedxe 9C6T ¢ 


“ZuTpuNol 0} onp pps jou Avur S[BqO.L"s *pe}VUI]ISE 918 STBIO} LOB SUNS pus ABT 1 














x 000 ‘002 Z 900 Zs Z 000 ‘gTz ‘T 026 ‘8#8 00¢ ‘ees OSt ‘ZOF 009 ‘228 ee es “: THIOL 

SH (Sh 08 9@I ‘ISL 006 ‘sez VEE ‘SFL eee es eee 006 ‘881 #2 ‘SHI a ee ee eee ee oune 
126 “$22, 680 Zig 628 ‘TE SE ‘6F BES ae ee OLF PLT eee SOOM te ee ACW 
299 ‘$49 ‘T 162 ‘808 ‘T 12é ‘CHE ‘T She “F929 LPT ‘832 OSt ‘ZOF FEI ‘PIS __: ty ER 5 Se ee eee ¢ Te}03qNg 
98 ‘SST £28 ‘E61 968 ‘008 LLG ‘SLE $98 ‘ZS 182 ‘STE ZS ‘LIZ 962 ‘09 Peae Cre. se a cy ae a ee on a Tady 
608 ‘19% Z89 ‘L6Z C88 “221 €ze ‘9 i ee ee oe ee er Be qoleT 
LLL ‘9ST 980 ‘T6 960 ‘FF ae ee es ss ee Cees ae ne eo es ae Areniqe yg 
Z6P ‘SLT 9e9 ‘OST 886 ‘8 9F8 ‘ZE ee eee ee es oe ee ee ne eee ne ee Arenuef 
162 ‘ZOT Q8F ‘FLT 699 ‘zo L16 ‘ce ee ee ee ee, ee Peers te oman nne neem one ee JequreoeqT 
Ob ‘86 810 ‘FIT Ses ‘6z es. Sere ere ea ere a, =| - Ga -~ [tier encncoedencepenseccenensnneneessenyesE sete ee Te JoqureAoN 
880 ‘O9T STg ‘TSz £28 ‘FI Z6I ‘OL fe ea ae ae en tee Pete ee ee ee pee ee ee “19q0320 
898 ‘66 OLT ‘62 690 ‘ST QL ST tes Fee 2 ree teres saree: Cae. 97 Bere ryeneremnengeeassene sande ssenrencemeene eran Joquia3dag 
ZLI ‘LET CFE $8 S40 ‘08 en a skerry 2. er set te ee ee e)6)=|6|lU SS. fae ge eee qsnany 
FOE “662 PLZ ‘26 228 ‘L9 Z¥E ‘SB ee = are teense eee: RRR: “Sei ene eae een ers ene ee ee Arne 

L961 2 9961 L961 9g6I L961 996 
quo 
SUOT}GAIOSOI 
soinj{puedx iy /suoyze2I[qQo [840], SUOT}VAIOSOI SUOTIEZIGO 








[szeT[op Jo spuvsnoy} uy] 


1 Saunj~puadza pun ‘suoupasasas ‘su0nnb190 paypmysa pun yonjov fiyyyuow LOG] puv 9gG] savah .v081qy —wo.boid aounjsissp havjyipy 






























405 


Mr. Saw. You will notice that our direct obligations for fiscal 
year 1957 through April have totaled $514 million and the reserva- 
tions for the same period, $728 million, or a total of $1,242 million 
against our goal of $1,713 million for the total fiscal year 1957; 

This page also shows the comparison of the expenditures by month 
for fiscal year 1956 with 1957. 

Mr. Chairman, a moment ago in talking to Mr. Murphy, you asked 
about the accuracy of our expenditure estimates because obviously it 
influences the amount of the carryover. I would like to say now that 
we believe this figure will be exceeded, the fiscal year 1957 expenditure 
figure will be exceeded on the basis of the most recent information 
that we have. 

Mr. WieeLeswortH. By how much? 

Mr. SHaw. It may be as high as $2,315 million. That is $115 
million in excess of this amount. 

Mr. PassmMan. Would that reduce the unobligated carryover? 

Mr. Saw. It would reduce the amount of unliquidated obligations 
carried over into fiscal year 1958. [Thet is right, sir.] 

Mr. Passman. I notice on page 2 the unpaid obligations and un- 
obligated reserves for common items ordered. How was that item 
handled before the reservation authority was granted? 

Mr. SHaw. It would have been classified as an unpaid obligation. 
Mr. Passman. Subject to adjustment before final settlement? 
Mr. SHaw. That is right, sir. 


COMMON ITEM ORDER MATERIEL PROGRAM 


I would then suggest, Mr. Chairman, that we consider the statement 
of our reservation account which is shown on page 16. The table at 
the bottom of the page on the left-hand column shows unexpended 
reservation, July 1, 1956, of $2.9 billion. That is reservations through 
April 1957, plus estimated reservations for May and June 1957, which 
gives us a total of unexpended reservation account as of June 30, 1957, 
of $3.7 billion. Actual expenditures through March 31, 1957, are $778 
million and the estimated expenditures for April and June on this 
chart are $416 million, leaving an estimated balance unexpended in 
reservation account as of June 30, 1957, of $2.5 billion. 
Mr. Passman. Let us go off the record. 
(Discussion off the record.) 


JUSTIFICATION DATA 


Mr. Passman. I think we should insert all of these charts in the 
record at this point. Without objection, we shall insert all the pages 
of this particular book that have not been previously inserted in the 
record. 

(The material referred to follows:) 


DEPARTMENT OF DEerENSE—MILITARY ASSISTANCE PROGRAM 


INTRODUCTION 


The Department of Defense is charged with the administration of the military 
portion of the mutual security program. The congressional authority underlying 
this program requires that funds appropriated by the Congress in support thereof 
be accounted for and administered separately from that of the regular military 
services. The worldwide scope of the program and its inevitable and inescapable 
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patent nature require a rather complex and unique financial administration. 
his manual endeavors to set forth some of the more important aspects of the 
financial portion of the program. 

PURPOSE 


The purpose of this manual is twofold. First, to present in concise and readily 
intelligible form the pertinent statistics covering the financial management of the 
military assistance program since its inception in 1950. Secondly, to present the 
basic and fundamental funding plan by which the Department of Defense en- 
deavors to carry out the mandate of the Congress in the sound financial manage- 
ment of the program. 

SCOPE 


This manual sets forth in various schedules and exhibits the financial! operation 
of the program by agency and program category since fiscal year 1950 and projects 
trends of activity through fiscal year 1958. The various schedules herein reflect 
obligations, reservations, expenditures, and unobligated balances in the important 
segments of the program by agency. The fiscal year 1957 program is set forth 
in detail, showing actual accomplishment and projected estimates for the remain- 
der of the fiscal year. 

SUMMARY OF 1957 FUNDING 


The Congress appropriated $2,017,500,000 new funds for fiscal year 1957 and 
reappropriated $195,500,000 of prior year funds for a total fiscal year 1957 obliga- 
tional availability of $2,213 million. Of this amount, it is estimated that $1,713 
million will be obligated prior to June 30, 1957, leaving an unobligated balance 
of $500 million which the Congress is being asked to reappropriate. Obligations 
and reservations as of March 31, 1957, amounted to $941,876,607, leaving a 
balance of $771,123,393 to be accomplished by June 30, 1957, to meet the goal 
established above. Expenditures as of March 31, 1957, amounted to 
$1,488,801,984. Of the $941,876,607 obligations as of March 31, 1957, 80.5 
percent is accounted for by materiel and training programs and the remainder in 
special programs such as infrastructure, P. C. H. and T., development of advanced 
design weapons, loans, special projects, and operational costs. 
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Statement of common item orders issued during fiscal year 1957 ’ 
da eta eS ij 
Amount of common item orders issued to military ; 
departments f 
Transactions Date issued - ae ' 
| § 
Total Army | Navy Air Force ' 
_ oe — ; 
Total, fiscal year 1955..........|..-..-..-.----- 5, 310, 085, 766 | 1, 510, $49, 435 | 334, 239, 021 | 3, 464, 997, 310 
Total, Gecal year 1066.........--|.....-.......-.- 462, 450, 170 405, 387, 925 | 57,062, 245 |.” 
Cumulative through _ vee 
Jal wa ta eae cng, + A tl an elie 5, 772, 535, 936 | 1, 916, 237, 360 | 391, 301, 266 | 3, 464, 997, 310 ' 
uly 3: ; 
Common item order No. | July 27,1956 1, 091, 645 1, 091, 645 die boatete i Ede : 
1-Al. | | | 
Total, July 1956. .......-- das aniidasaiiidhay iealiohats 1, 091, 645 | 1, 091, 645 PS oe Load ' 
Cumulative through July 31, | ; 
ER, cick ncnalt@tetncca<seewess enednccecumnece 1, 091, 645 D608, OG) ecewanestucen Dasttaaltaerintees donde } 
August 1956: Cumulative ; 
through Aug. 31, 1956__....../............... 1, 091, 645 5s OOP Nice cnkeeuh a asus heaviest 
September 1956: Cumulative | 
through Sept. 30, 1066. ......}............... | 1, 091, 645 | Bees OE Bocccchkccedbae ee 
October 1956: Cumulative | 
oo fe 2h) ee 1, 091, 645 | I Ti ae ee a ; 
November 1956: Cumulative | | | ' 
through Nov. 30, 1956 1, , 091, 645 1, 091, 645 Lawithentectnielea t 
December 1956: , ey oeeet att ett | Beep ' 
Common item order No.: } 
Wins aees .....-| Dec. 10, 1956 26, 382, 487 26, 382, 487 aa 4 i : 
5-AF3.................| Dec. 21, 1956 75, 442, 600 | | 5, 442, 600 
ee Soe 1S) Soe aa | 314, 234, 082 314, 234, 082 oT : 
Wi. so ooo) eee f | 81, 675, 600 pert a : 
Total, December | 
1956_ edadeantncenaoa} 497,734,769 | 340,616,569 | 81, 675, 600 | 75, 442, 600 ’ 
Cumulative through Dec. 31, 
SEED. cicdddeecudtient Sih disahpeadiotheaiadioahel 498, 826, 414 34l, 708, 214 | 81, 675, 600 | 75 , 442, 600 
January 1957: re et MR Casati ho lorie otac | idee ! 
Common item order No.: | 
8-A4___._. ..-.---| Jam. 11, 1957 41, 851, 056 41, 851, 056 Ras i 
9-N2 lL laead ee do aa 1, 971, 122 1, 971, 122 | ' 
MBG nsdn 54-00. 2, 7, 052, 158 7, 052, 158 
Total, January 1957. Seek | bt | 50, 874, 336 | 41, 8! 51, 056 | 1, 971, 122 7, 052, 158 t 
Cumulative through Jan. | 
iy GE cic ctadidcbede is ahs alisialis als aiteacetie 549, 700, 750 | 383, 559, 270 83, 646, 722 | 82, 494, 758 i 
February 1957: Cumulative | ; 
through Feb. 28, 1957......../............... 549, 700, 750 | 383, 559, 270 83, 646, 722 82, 494, 758 ' 
| => = == = = 2 j 
March 1957: ' 
Common item order No.: | ' 
Pt | Mar. 1, 1957 18, 943, 741 | 18, 043, 741 |......- wincinidibendnndeedieienael : 
AMS Taye 3.3: Bs GOs. bal 801, 823 801, 823 | Pe ee i 
|, Se eee | Mar. 15, , 1957 . ES. Licetebcnoend 75, 847, 032 ' 
| ——_—_—_— — |} ——_— — ——| — | —_____— t 
Total, March 1957...|-..---.-------- | 95, 592, 596 | 19, 748, 564 |... 75, 847, 032 
Cumulative through Mar. | | ’ 
Si i edtdns te dedicpalpcnenanamet | 645, 293,346 | 403,304,834 | 83, 646, 722 158, 341, 790 ' 
April 1957: i 
Common item order No. } j H 
as Apr. 30,1957 | 82, 853, 686 VES dececceceeeee| 82, 858, 686 
Total April 1957____....._|...-.-.-- ree | ' qm eeh ots |... S:..-.- Breas oe 82, 853, 686 
Cumulative through Apr. | | | 
ae aS ee .-| 728,147,032 | 403, 304,834 | 83,646,722 | 241, 195, 476 
i | | | 


UTILIZATION AND BupGETARY Status OF FOREIGN CURRENCY 
I. SOURCE 


Foreign currencies may become available to the Department of Defense for 
utilization in the military assistance program as a result of— 

(1) MAP dollar appropriations being allocated to the International Coopera- 
tion Administration (ICA) for the purchase of surplus agricultural products as 
authorized by section 550 of the Mutual Security Act of 1953 and section 402 of 
the Mutual Security Acts of 1954, 1955, and 1956. 


ecsnecllin ta tinetinaniadaiiniee cn ineied names aaa 
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The following amounts of MAP appropriated funds have been allocated to 
ICA for the purchase of surplus agricultural commodities which are later sold for 


foreign currencies: 
[In millions of dollars] 


Available 
to De- 
Program year Legislative authority Amount | partment 

of 


Fiscal year 1954 | Sec. 550, Public Law 118 
Fiscal year 1945................. | Sec. 402, Public Law 665 
Fiscal year 1956. ............-... | Sec. 402, Public Law 138. _- 
See. 
Fiscal year 1957.................| Sec. 402, Public Law 726_-_. 
. 142, Public Law 726 





(2) The sale of surplus agricultural commodities in accordance with the pro- 
visions of section 104 (c) of the Agricultural Trade Development and Assistance 
Act of 1954, as amended (Public Law 480). 

The Department of Defense under Executive Order No. 10560 has been made 
the responsible agency for foreign currency generated under Public Law 480, 
section 104 (c), for the procurement of military equipment, materials, facilities 
and services for the common defense. This responsibility is limited to requesting 
currency from the Bureau of the Budget and the subsequent authorization of its 
use by ICA or the military departments. Public Law 480 exempts the foreign 
currency generated under section 104 (c) from the requirements of section 1415 
of Public Law 547. 

Up to March 31, 1957, agreements under Public Law 480, containing provision 
for uses in the military assistance program under section 104 (c) have been signed 
with six countries, namely: Brazil, Taiwan, Iran, Korea, Pakistan, and Yugo- 
slavia. The total amount planned under section 104 (c) for common defense is 
the equivalent of $241 million United States dollars. 

(3) Contributions by certain MAP recipient countries (under the terms of the 
United States—Recipient Country Bilateral Agreement) for the financing of 
certain foreign currency costs involved in the administration of MAP. 

Section 1415 of the Supplemental Appropriation Act of 1953 requires that 
MAP-appropriated dollars be deposited with the United States Treasury in 
amounts equal to local currencies contributed by MAP recipient countries for 
the partial support of the MAAG’s. The value of these currencies is not, there- 
fore, additive to the MAP funds appropriated for administrative costs, but is 
included therein. However, since use of the currencies donated by the host 
ke sarge means that the equivalent appropriated dollars are returned to the 

nited States Treasury, their use does not represent a cost to the United States 
Government. Contributed foreign currencies are, therefore, utilized to the max- 
imum, for procurement of supplies and equipment, payment for travel, allowances, 
and services in the administration and operation of the program in the countries 
making such contributions. 
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II, Status of currency—Continued 
MADE AVAILABLE BY SEC, 402, Fvale? LAW 665, 83D CONG., CUMULATIVE THROUGH 








MAR. 31, 1957 
Obliga- |Disburse-| Unpaid | Unobligated 
Country and department Exchange Allocations tions ments obliga- balances 
tions 
— Kingdom: Parent ac- { en SD Racrndaiass dnc ubbineoopah lob idabibos < £4, 905, 969 
unt, 0.35810-1....| $13,700,000 |.........- ih hamwsihs Di ddnindindd $13, 700, 000 








Mr. Saaw. The additional detail concerning the common item 
order system and the reservation account is on succeeding pages. 
We have shown the reservations, or the orders issued by month and 
the monthly total through this fiscal year. We expect to obligate 
through the reserve process in May and June of this fiscal year a 
total of $107 million. 

Mr. Chairman, as to the status of the military assistance appropri- 
ation, I think that is the story. 

Mr. Passman. Thank you, Mr. Shaw. 

I want to compliment both your Department and Mr. Murphy’s for 
the manner of your presentation and the material submitted this 

ear. You have made a marked improvement in your justifications, 
in your charts, and this is going to assist the committee considerably 
when we engage in our deliberations. 

Mr;Suaw. Insofar as military assistance is concerned, it is the result 
of the instructions that we have been given. 

Mr. Mituer. Mr. Chairman, it would be helpful if we got accurate 
figures up to 1957 for all of this material; 1957 is the estimate for 
the year. Would it not be helpful if we had an estimate, wherever 
possible, on those tables and have them all in one place? 

Mr. Passman. I think Mr. Rooney was preparing to pose that 
question. 

Mr. Mutter. I think it would be desirable in all of them. 

Mr. Rooney. You are talking about two different things. Mr. 
Shaw is talking about 1958 figures and the particular page I referred 
to, and you and Mr. Passman are talking about inserting the entire 
set of charts. I am in favor of both. 

Mr. Mriuter. I thought we ought to have the 1958 figures on as 
many of the charts as we could. Then it would all be in one place. 

Mr. Passman. All of the charts will be inserted in the record. 

Let us go off the record. 

(Discussion off the record.) 

Mr. Miter. I thought it would be helpful if they could show what 
they expect to do in 1958 on each of these charts. 

Mr. PassmMan. I had reference earlier to the fiscal and budgetary 
status of the military assistance program as presented by Mr. Shaw. 
I think that all of these pages should be inserted in the record. 

Mr. Roonry. We are in agreement on that. 

Mr. Matter. I thought it would be helpful if they gave us the 1958 
figures. 

Mr. Rooney. I do not think it would do to add all of these pages. 
We would then be more confused than ever. 
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With regard to page 2, though, I think it would be of benefit to 
the committee if we had the estimated 1958 figure, in an additional 
column on the right. 

Mr. Passman. Is the information you want, Mr. Miller, provided 
by extending the figures on page 2 to include fiscal 1958 estimates? 

Mr. Miuuer. I did not want to limit it to page 2, if there were 
other places where it would be helpful. I think they all ought to be 
presented in one place if they are going to be presented, and they 
ought to be as nearly similar in form, with respect to each other, 
as possible. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


TOTAL FUND AVAILABILITY FOR OBLIGATION 


Mr. Passman. Mr. Shaw, what was the total amount available for 
obligation for military assistance for fiscal year 1957? 

Mr. SHaw. $2,213 million, sir. 

Mr. PassmMan. What is the latest date for which you have actual 
obligation figures? 

r. SHaw. April 30, sir. 

Mr. Passman. What was the total amount on April 30? 

Mr. Saaw. Total obligations and reservations as of April 30 of 
military assistance funds was $1,242 million. That is on page 10 
of the book. 

Mr. Passman. That is the total of obligations and reservations? 

Mr. Suaw. If you would like it broken down, it was $514 million 
of obligations and $728 million of reservations for a total of $1,242 
million as of that date. 


OBLIGATIONS AND RESERVATIONS DURING APRIL 


Mr. Passman. Mr. Shaw, what amount was actually obligated 
and reserved during the month of April? 

Mr. SHaw. The amont obligated in April was $217 million. The 
amount reserved was $82 million, making a total of $300 million as 
of April 30. 

Mr. Passman. What percentage of the entire fiscal year would the 
April total represent? 

Mr. SHaw. Roughly 15 percent, sir. 

Mr. Passman. Fifteen percent in the month of April. Is that 
average for the month? 

Mr. Suaw. It is really lower than the average April business we 
have done in the last few years. 


OBLIGATIONS AND RESERVATIONS DURING MAY 


—- PassMAN. How does the figure compare with the month of 
ay? 

Mr. SHaw. Against the month of May, it is higher. We estimate 
a total of $231 million as against $300 million we did in April. 

Mr. Passman. Total obligations and reservations? 

Mr. Suaw. That is total obligations an re ation 
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OBLIGATION AND RESERVATIONS ON JUNE 30, 1956 


Mr. Passman. What was the obligation and/or reservation for 
the 1 day, June 30, 1956? 

Mr. SHaw. Roughly, $750 million. 

Mr. Passman. What amount do you estimate will be reserved 
and obligated the last day of fiscal year 1957? 

Mr. Suaw. I believe that all our obligating and reserving will have 
been accomplished as of the last day of fiscal year 1957 and that there 
will be no action of that kind this year. 

Mr. Passman. As to the amount obligated and reserved on June 
30, 1956, could you tell the committee what percentage, and the 
amount in dollars, that was later deobligated? 

Mr. Suaw. With the specific authorization of this committee, we 
deobligated $302 million at a subsequent date. This $302 million 
was deobligated in order that the Air Force might give us free de- 
liveries of that amount. 

Mr. Passman. Out of the total amount of $750 million? 

Mr. Suaw. I beg your pardon? 

Mr. PassMAN. You have opened up a matter we should discuss at 
this time. 

Mr. SHaw. Would you mind repeating the original question? 

Mr. Passman. What was the total amount of obligations and 
reservations for the one date, June 30, 1956? 

Mr. Suaw. I do not have it for the 1 day. I have the total for 
the month of June 1956, which was $145 million. 

Mr. Passman. Could you get for the committee the amount that 
you obligated on the last day? 

Mr. SHaw. Yes, sir. 

(The following information was submitted later :) 


There were no obligations or reservations on June 30, 1956. 


Mr. Passman. And the percentage that amount represents of the 
total annual appropriation? 
Mr. Suaw. Yes, sir. 


DEOBLIGATIONS DURING FISCAL YEAR 1957 (THROUGH APRIL 30) 


Mr. Passman. The committee would like to know also the amount 
later deobligated of that 1 day’s obligation. 

Mr. SHaw. Yes, sir. 

Mr. Passman. You think you can get that information? 

Mr. Suaw. I think it Would be very difficult to show the deobliga- 
tions of funds obligated on any given day. Ido not think it is possible 
to do that. 

Mr. PassMaANn. Provide the information as to the amount deobli- 
gated for fiscal year 1957. 

Mr. SHaw. Yes, sir. 

(The material requested follows:) 


The actual deobligations during fiscal year 1957 through April 30, 1957, totaled 
$26,711,461. 


: 
: 
) 
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TRANSFERS MADE IN MILITARY ASSISTANCE PROGRAM 


Mr. PassMaNn. Kindly state for the record, and if you do not have 
the information you can supply it later, the transfers made during the 
year from one project to another? 

Mr. Suaw. Yes, sir. 

There are very small amounts transferred from one program 
category to another. 

(The information requested follows :) 

Projects are not used in military assistance operations; however, the Bureau of 
the Budget apportions military assistance funds in four control categories, Dur- 


ing fiscal year 1957 the total transfers between these control accounts were as 
follows: 


] 
Control account Original Revised Total transfer 
apportionment | apportionment 


Infrastructure , 800, $58, 158, 753 —$19, 641, 247 
Administration 22, 22, 892, 000 

Common item order procurement 820, 515, 504 +32, 119, 692 
All other 993, 388 811, 514, 943 —12, 478, 445 


1, 713, 081, 200 0 


COMMON ITEM ORDER SYSTEM AND RESERVATIONS 


Mr. Suaw. Mr. Chairman, may I make one more short statement 
concerning the common item order system and the reservations? 

Mr. Passman. You may, of course. 

Mr. SHaw. The committee is aware of the reasons why the reser- 
vation authorization was given to the Department of Defense. The 
process, in my opinion, has been working very satisfactorily, and it is 
quite true that there is a flexibility entailed in this authorization 
which is indispensable to the operation of the programs since we are 
using sO many agencies to implement it. I would like to say, how- 
ever, that it would be possible to dispense with the reservation system 
that we are now authorized to use if the committee were willing to 
give the military assistance appropriation on a continuing basis—on 
a no-year availability basis. The Department of Defense has recently 
adopted military interagency procurement requisitioning, which is a 
system that allows one service to buy from another service and to 
register obligations under 1311. 

he military assistance program would transfer to this same system 
and dispense with the term “reservation”? which is unusual in Govern- 
ment terminology, if we had no-year availability of money. We can- 
not do it without no-year availability. You will realize that we would 
have to set up some sort of a system which would allow us to commit 
money against items which have a number of components, which 
would be procured by the military department appropriation and 
delivered to the military assistance program at the time the military 
assistance appropriation was charged with the cost. 

Mr. Passman. Mr. Shaw, in your presentation before the Foreign 
Affairs Committee, did you state you would like to have that part of 
the law rescinded if the no-year appropriation were approved? 

Mr. Suaw. I have not, sir, because it is the law that allows us to 
operate the common item order and reservation system. That is an 
appropriation act provision. 
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Mr. Passman. You mean as far as the reservation is concerned? 
Mr. Suaw. Yes, sir; it is your committee that established that. 
Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. You would not have any use for this feature of the 
program? 

Mr. Suaw. I state there is no requirement to repeal section 108 
until we were able to transfer and even in that case there would be 
no requirement to repeal it. It would be simply that we would have 
an understanding with the committee that we would transfer to the 
MIPR procurement system, with your agreement and with the 
availability of unlimited funds. 

Mr. Passman. The reservation feature would no longer be uséd? 

Mr. SHaw. We would not have to. 

Mr. Passman. But it could be used, even if the program should be 
changed to a no-year basis? 

Mr. Suaw. Yes, but it would reduce the volume of business. 

Mr. PassmMAn. You would be agreeable to having this provision 
stricken from the law? 

Mr. SHaw. Yes, sir; if you would give us time to transfer to the 
new system. 

Mr. Passman. Thank you, Mr. Shaw. 








DEFENSE SUPPORT—-UNEXPENDED BALANCE BY COUNTRY AND REGION 


Mr. Murphy, will you provide for the record a breakdown of the 
$1,288 million unexpended balance by country and, if possible, by 
type of transaction? 

r. Murpuy. Mr. Chairman, I can supply it by country. I 
cannot possibly supply it by type of transaction. There would be 
literally thousands and thousands of transactions involved. 

Mr. Passman. Then kindly supply the information by country. 
(The material referred to follows:) 
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Defense support estimated June 30, 1957, unexpended balance by country and region 


[In thousands of dollars] 


Yugoslavia 
European technical exchange 
Interregional support 


Total Europe 


Near East, South Asia and Africa: 
Near East: 
5, 000 
51, 000 
93, 529 


Total, Near East 149, 529 
South Asia: 
Pakistan, total 131, 500 
Africa: 
Pp 5, 112 
Middle East (undistributed) : 


Total, undistributed 36, 088 
Total, Near East, South Asia and Africa 322, 229 


Far East and Pacific: 
Far East: 


29, 960 
13, 915 
350, 952 
24, 028 
31, 325 
103, 444 
40, 410 
211, 916 
387 

20, 000 


826, 337 
14, 978 
887 

10, 400 
685 


Special regional fund 12, 500 
Internal security and other 1, 880 


Total, Latin America 41, 330 
Total, all areas 1, 288, 196 


TECHNICAL COOPERATION PROGRAM 
AMOUNT OBLIGATED DURING FISCAL YEAR 1957 


Mr. PassMan. What was the total obligated for technical coopera- 
tion generally during the first 8 months of the present fiscal year? 

Mr. Murpuy. $45,644,000 for bilateral programs. 

Mr. PassmMan. What is the total amount expected to be obligated 
during the last 4 months of the fiscal year? 
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Mr. Murpuy. $84,476,000. 

Mr. Passman. How much was obligated during March, April and 
May, and what amount is estimated for the month of June? 

Mr. Murpuy. Is this for technical cooperation only? 

Mr. PassMan. Yes. 

Mr. Murpny. I would have to get that for the record. 

(The requested material follows:) 


Obligations for the technical cooperation bilateral program for the last 4 months 
of fiscal year 1957 are as follows: 





‘ 
x 


Tee en ip uubelo dems $15, 019, 000 
i CNUs ckbmeknckosdcekdccntsmatensecssuonacacdulsucr 40, 649, 000 
DAT Ab LeU in an obbubenseeaeehibesaupupecnts 7, 092, 000 
SOND) ino oe edd coon db SE Sa SUE 21, 716, 000 
REs DAMEAERDAMERERRAREODADEDESHEDLOEDEESoELern Sete 84, 476, 000 


UNPEXPENDED BALANCES FOR TECHNICAL COOPERATION PROGRAM 


Mr. Passman. What was the total of the unexpended balances for 
technical cooperation as of June 30, 1953, 1954, 1955, 1956, and esti- 
mated for June 30 of 1957? 

Mr. Mourpuy. I have some of those; 1956 and 1957, but I.do not 
go back as far as 1953. 

Mr. Passman. You can obtain the information later and insert it 
in the record. 

Mr. Mourpny. Yes, sir. 

(The requested material follows:) 

Funds for “technical cooperation’ were not expressly appropriated for this 
function in 1952-54. These funds were included and commingled in some in- 
stances with appropriations made for economic assistance programs. For the 


above reason, the unexpended balances for “‘technical cooperation,” as now de- 
fined, are not available on a comparative basis for this period. 


ener LPR ED ee a SR $127, 175, 000 
meena UN RO a esl 158, 274, 000 
ermpeeeaenes arta kT io i i ee mm e lea al 165, 163, 000 
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TECHNICAL COOPERATION REQUEST FOR PERSONAL SERVICES 


Mr. Passman. How much of the total 1958 request for technical 
cooperation is for personal services, dollarwise and percentagewise? 

Mr. Murpuy. For United States employed technicians for 1958 
the amount would be $47,072,000; for contract services, $30,643,000, 
Mr. Chairman. 

Mr. Passman. How many United States employees were requested 
for fiscal year 1957 for the technical cooperation program? 

Mr. Mourpuy. The figure I have here is 2,621, which represents em- 
ployees on duty at the close of this fiscal year, estimated. 

Mr. Passman. That is United States employees? 

Mr. Murpuy. That is direct hire, Mr. Chairman, as distinguished 
from contract employees, who total 1,199. 

Mr. Passman. How many United States employees were actually 
on the rolls as of April 30, 1957, for the Technical Cooperation Admin- 
istration? 

Mr. Mourpuy. Again, the figures I have are—— 

aoe PASsSMAN. Kindly obtain the information and insert it in the 
record. 
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(The material requested follows:) 


As of April 30, 1957, there were 2,797 employees charged against the ‘Tech- 
nical cooperation, general’? appropriation. 


PERSONNEL REQUIREMENTS 
POSITIONS REQUESTED FOR FISCAL YEAR 1958 


Mr. Passman. What is the total of the number of positions being 
requested for fiscal year 1958? 

Mr. Murpuy. 3,077 direct-hire positions and 1,542 contract posi- 
tions, Mr. Chairman. 

Mr. PassMan. An increase in fiscal year 1958 over fiscal year 1957 
of what number? 

Mr. Murpnuy. About 800 in total, Mr. Chairman; the direct hire 
would go up 456 and the contract hire would go up 343, for a total of 
about 800. 

Mr. Passman. Mr. Murphy, how many contract employees were 
actually on the rolls as of April 30, 1957? 

Mr. Murpny. 1,629. 


1958? 

Mr. Murpny. In technical cooperation, 1,542, and in defense 
support, 678. 

Mr. PassmMan. There is an increase of how many? 

Mr. Mourpny. That is 2,220, and there would be an increase of 
about 591, Mr. Chairman. 


NECESSITY FOR INCREASE IN PERSONNEL 


Mr. PassmMan. Why such a large increase of personnel in both 
categories? 

Mr. Murpuy. The increase in the number of contract employees, 
Mr. Chairman, is, again, directly attributable to the increased 
emphasis on project-type assistance being given in 1958 under our 
program. In the past 3 years there has been a major shift from non- 
project aid to project aid, as the program has moved out of Europe 
into the less-developed areas of the world, and when we try to help 
these people in the less-developed areas in the world we find we have 
to do an awful lot of things with United States technicians in these 
countries which we did not bave to do when we were working in 
developed countries like France, Italy, and Germany, and the like. 

Mr. PassMAN. Were there many representatives of the program 
employed last year in France, Germany, and Italy? 

Mr. Murpuy. No, sir. As I say, the project-type aid is increasing 
under our proposal, so that the more projects you oe the more you 
try to do for them, and the more people it takes, Mr. Chairman. 

Mr. PassMan. Is not the request for increased personnel directly 
related to the request for increased funds, because of the proposed 
development loan program for $500 million? 

Mr. Murpuy. Well, partly, Mr. Chairman, but I have an interest- 
ing point here on personnel. We made an analysis of personnel, and 
we found that our technical cooperation, money which accounts for 
only 8 percent of the money we have available, actually pays for the 
employment of 86 percent of all of our people. In other words, a 
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very large share of the money for defense support and development 
assistance does not directly relate to personnel at all, because these 
people are out there mainly giving of their know-how and, surprisingly 
enough, however, that ratio of 8 percent of the money for technical 
cooperation is financing 86 percent of the people. 

On the technical cooperation program, of course, we have never 
been in Europe, but the increasing program in the underdeveloped 
countries of the world is the basic cause for the additional people. 


GAO REPORT ON OBLIGATIONS 


Mr. Passman. By letter dated May 28 a report was provided the 
committee from the Comptroller General which indicated that GAO 
questioned whether or not obligations involving $44 million should 
have been made in the last fiscal year. In one instance $25 million 
was obligated on June 30, and in the other instance there was a 
premature obligation of $19 million. 

What were the reasons for these two instances? 

Mr. Mourpuy. I will take the 2 items separately, Mr. Chairman; 
one item involves Turkey—an obligation for Turkey—and on this 
the executive branch is not prepared to give 1 inch. We believe 
that what we did was absolutely correct under the circumstances. 

Mr. Passman. Whether in compliance with the law or not? 

Mr. Mourpny. It was completely legal. A careful reading of the 
report will indicate that the GAO did not raise any question of the 
legality about either of these two items. They questioned our 
judgment. 

The item involving Turkey that was obligated on the 30th of June 
represented the culmination of negotiations that started in February 
and they were conducted on the highest level between the United 
States and the Turkish Government involving the Assistant Secretary 
level of the State Department and the Treasury Department as well 
as the Director of ICA and were culminated as the result of a meeting 
in Washington which took place about the 21st of June after this 
long, tedious process of negotiation that ran over a period of about 
3% months, and the fact that these items actually were obligated on 
June 30, Mr. Chairman, we think is partly a coincidence because they 
might have been obligated in April had the negotiations been consum- 
mated at that time. 

With respect to the second item, the $19 miilion item, the story is 
100 percent different. We admit we made a mistake. In retrospect, 
looking back on the deal which involved the fertilizer plant in Korea, 
we candidly admit that we should not have obligated it when we did, 
and if we knew then what we know now, we would not have obligated 
it. 

Mr. PassMaN. Has this been deobligated? 

Mr. Morpnry. We have had negotiations with the Korean Govern- 
ment, and we have reduced that obligation, Mr. Chairman, to the 
point where it now has only enough money left in it to cover the 
engineering costs and the balance of the money has been put into 
shorter lead time items. We made a mistake, and we admit it can- 
didly, and we will try not to repeat it. 

Mr. Passman. Mr. Murphy, I think you have been fair and com- 
plete in your explanation. 

Mr. Wiceiesworta. I have just 2 or 3 questions, Mr. Chairman. 
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UNOBLIGATED FISCAL YEAR 1957 FUNDS 


On chart No. 5, Mr. Murphy, I am not clear as to what you said 
about the items at the top of the left column where there is indicated 
to be unobligated on June 30, $686 million. I understood you to 
say that the correct figure was $710 million, but that the balance was 
in a different category from the rest of it. 

Mr. Murpuy. Mr. Wigglesworth, that chart is limited to fiscal 
year 1957 obligational authority. In other words, it is the new 
money aber corsted in 1957 or the specific amounts of unobligated 
balances that were reappropriated and that totals the $4.105 billion. 
Of that $4.105 billion the $686 million is expected to be unobligated 
and that is a correct figure. But, in addition, on a cumulative basis 
we estimated that there will be as much as $25 million of fiscal year 
1956 and prior funds which will have canceled out during fiscal year 
1957 and which will not have been reused. The sum of the two 
items—the $686 million and the $25 million—make the $710 million 
anprormelery: that is, the total. 

{r. WiaaLeswortn. I understand. 


REDUCTION IN LEAD TIME 


When Assistant Secretary Sprague was here he told us about the 
reduction in lead time that had been put into effect with a very large 
estimated savings. However, as I understand it from your testimony 
that has little or no effect on the time element as far as putting pro- 
grams into operation is concerned; is that correct? 

Mr. Murpay. On the nonmilitary side, sir, it does not affect the 
nonmilitary side, but it clearly would affect the other. 

Mr. Wiaeteswortu. Is this chart No. 12 wholly nonmilitary? 

Mr. Murpny. Yes, sir; it is wholly nonmilitary. It represents 
ICA operations, sir. 

Mr. WiaeteswortH. What he told us was wholly in respect to the 
military aspects of the program and what you have been talking about 
is nonmilitary? 

Mr. Murpuy. Yes, sir; that is right. 

In that connection, Mr. Wigglesworth, I might mention that we, 
too, on the ICA side, are trying very hard to get these programs in an 
operational status earlier in the fiscal year, and with some success. 

During the 1957 fiscal year, for example, we were able to get into 
obligational status in the first 6 months something more than double 
the amount that we were able to do in the preceding year, and Mr. 
Hollister is hoping very much to be able to approve much earlier in 
fiscal year 1958 a much larger segment of the 1958 program for 
obligational purposes than was possible in fiscal year 1957. 

How far we can get with this is still problematical but we are 
optimistic about doing something similar to what the military have 
done on military assistance. 

Mr. Wicciesworrs. It seems to me that is highly important if 
it can be accomplished. 

Mr. Murpay. It is, Mr. Wigglesworth. 


Mr. Wiaaieswortu. I have only one other question: 
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ADMINISTRATIVE AND PROGRAM IMPROVEMENTS IN ICA, FISCAL YEARS 
1956 AND 1957 


I neglected to ask Mr. Hollister when he was here this question. 

In the course of our armed services appropriation hearings, I asked 
for a summary or statement as to all steps that had been taken in the 
interest of economy and efficiency. That is something, as you know, 
that this committee is very much interested in, and I would like to 
request for the record a statement for, say, the past 2 years—fiscal 
1956 and 1957—which will reflect all steps, if any, that have been 
taken with these objectives in mind. 

Mr. Murpny. We would be very happy to supply that, Mr. 
Wigglesworth. 

(The information requested follows:) 


ADMINISTRATIVE AND PROGRAM IMPROVEMENTS—INTERNATIONAL COOPERATION 
ADMINISTRATION, FiscaL YEAR 1956-57 


The attached statement is a summary of the more significant actions which 
have been taken by ICA during the past 2 years to improve the administration 
and effectiveness of our foreign aid programs. This listing of items provides at 
least a general indication of the complexity and scope of the executive problems 
involved in this program and our efforts to deal with these problems. 

It may not be inappropriate to note that the things we have done and tried to 
do have been undertaken in a climate of program urgencies, staffing deficiencies, 
limitations of administrative funds, and the difficulties of the annual authoriza- 
tion-appropriation cycle. That some real progress can be noted under these 
circumstances has been most encouraging. 

One further point worthy of mention is the agreement between many of our 
own plans and efforts to improve program administration and the findings and 
recommendations of several of the recent study groups. That we have recog- 
nized most of the major problems is a good sign; that we have scored some modest 
successes in our efforts to correct or resolve them, within the limits of available 
administrative resources, is a better one, 


I, PROGRAM PLANNING AND EMPHASIS 


Much greater emphasis has been placed during the past year upon improving 
the basic program processes, and upon the concentration of program resources 
upon projects and programming activities of direct and significant relationship to 
the achievement of basic United States policy objectives. Policies and procedures 
designed to eliminate all projects and activities of marginal significance have been 
put into effect. Greater emphasis has also been placed upon increasing loans and 
incentives to private investment. 

Some of the more significant action taken to effect tighter and better balanced 
programs are discussed under the following headings: 

A. Improvements in Basic Program Processes. 
B. Program Shifts to Fewer, More Significant Projects. 
C. Project Duration to be Limited in Future. 
D. New Limitation on United States Contribution to Projects. 
E. Emphasis to Increase Amount of Loans in Programs. 
F. Programs Directed at Increasing Private Investment. 
G. Investment Guaranty Program to Encourage United States Private 
Investment Emphasized in Less Developed Areas. 
A. Improvements in basic program processes 

As a basie programing improvement, the fiscal year 1958 program guidelines 
required for the first time, that each country program be developed within the 
framework of long-range country plans and take into account availability of local 
currencies generated by Public Law 480 title I sales. Such availability would be 
expected to reduce potential future requirements for direct economic assistance. 

In addition, a major staff project is now in process to develop overall procedural 
improvements in ICA’s program formulation and approval processes. Specific 
objectives of this comprehensive study are to 

(a) standardize and simplify mission program submissions; 
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(b) reduce the number of separate program submissions, thus materially 
reducing the workload on both ICA/W and field staffs; 

(c) advance the timing of the program approval process to enable missions 
to begin actual implementation of approved programs as soon after final 
een action as possible; 

(d) facilitate determinations as to the need for, and the availability of 
technicians required during the subsequent fiscal year, and 

(e) facilitate maximum country participation in the development of 
program submissions. 

The program approval process was also revised during the year to permit a 
more careful analysis of the status of funds previously made available for existing 
projects. Through this device, ICA/W is now able to appraise more accurately 
the need for the allocation of additional funds to continuing projects. 

It is hoped by the introduction of the appropriate procedural changes to achieve 
substantially the goals indicated above. While these changes will materially 
speed up the programing process, the ideal solution to our program cycle problems 
would of course be the enactment of longer-term authorization and appropriation 
legislation pursuant to the request of the executive branch for fiscal year 1958. 


B. Program shifts to fewer, more significant projects 


A policy directive issued in July 1956 requires all country programs to concen- 
trate ICA resources on high priority, essential activities, and to eliminate activi- 
ties of marginal benefit. As a result, marginal ICA projects are being eliminated 
in order to increase emphasis on a limited number of significant activities in each 
country. 

Since this directive was issued, a measurable increased concentration of activi- 
ties has occurred. For example, although the total value of project type aid 
planned for 1958 is larger than for 1956, there are about one-third fewer projects. 
A similar trend has been apparent in the intervening 1957 program. 

This reduction in the number of projects has taken place almost entirely in the 
very small project group; those projects costing less than $20,000. In 1958 these 
small projects will constitute only 12 percent of the total number of projects as 
opposed to 47 percent in 1955. The median project value will increase from 
$24,000 in 1955 to $85,000 in 1958. These two measurements indicate a definite 
shift in ICA programs toward greater concentration on major projects. 


C. Project duration to be limited in future 


Many projects undertaken prior to the inception of ICA lacked precise goals 
and proposed termination dates. In recognition of this problem, a policy di- 
rective has been issued which provides that no project will qualify for ICA assist- 
ance in the absence of a specific planned goal and termination date. 

All projects, both continuing and newly proposed, are now reviewed during 
o program formulation process to assure conformity with the terms of this policy 

irective. 


D. New limitation on United States contributions to projects 


Under FOA and its predecessor agencies, funds allotted for project financing 
which proved to be in excess of the project’s requirements were usually made 
available to the cooperating country concerned for reprograming purposes. 

This policy was reversed by the Director of ICA in a policy decision taken in 
October 1955, made effective July 1, 1956. The Director felt that the obligation 
of the United States Government in such circumstances did not go beyond the 
carrying to completion of the original project. There was, therefore, no com- 
mitment, implied or otherwise on the part of the United States to make any 
excess funds automatically reavailable to the country concerned. 

The new policy made it clear that future project negotiations with cooperating 
countries were not to be conducted in the context of a fixed dollar level of aid, 
but rather in the context of individual and specific project undertakings to be 
financed jointly by the countries and the United States, with excess United States 
funds, if any, to be retained by the United States. 


E. Emphasis to increase amount of loans in programs 


A greater emphasis has been placed on increasing the loan component of 
country programs during the last few years resulting in sharp increases in the 
annual amount of loan agreements. 

For the 7 years preceding 1955, the ICA and MSA programs averaged a com- 
bined annual loan figure of $235.5 million. This average was achieved when the 
total annual mutual security program was larger and when the major portion of 
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funds was going to the more highly developed area of Europe. Despite program 
shifts in emphasis to the less developed areas of Asia and Africa and a general 
increase in the total program amount, loans of MSP funds totaled $209 million 
in 1956 and are expected to total $346 million in 1957. (These figures do not 
include loans made under the military assistance program.) 

In the proposed 1958 program, still greater emphasis on loans is clearly indicated 
in the administration’s proposal for a development loan fund. The establishment 
of such a fund symbolizes the transition from our past program of aid to a system 
of capital financing on a more businesslike basis. 


F. Programs directed at increasing private investment 


Increasing attention has been given during the last 2 years to furthering private 
investment by means of the mutual-security program. The ultimate alternative 
to foreign aid is the development of healthy privately owned industries abroad 
and increased overseas investment by American industries. New ways are being 
sought to use ICA programs to assist in increasing private investment abroad. 
In fiscal year 1956, for example, in a commodity import program of $913 million, 
ICA financed the foreign-exchange cost of well over $100 million worth of capital 
goods utilized in maintenance and expansion of private-enterprise facilities in 
various cooperating countries. Industrial productivity centers have been set up 
in many countries including India, Chile, and Japan. Local development banks 
and loan funds have been established and financed in the Philippines, Taiwan, 
Turkey, India, and Italy, and banks are in various stages of consideration in 
Pakistan, Thailand, and Israel. 

ICA has been successful in arranging for an increasing proportion of the local 
currency resources under ICA’s control, from Public Law 480 and other sources, 
to go into the private-enterprise field. Under Public Law 480, for example, ICA, 
in cooperation with the other administering agencies, has applied this policy to 
23 loans to 17 countries. Out of the total $1,146,000 reserved for loans from Public 
Law 480 sales proceeds, these countries have already loaned or agreed to loan to 
private enterprise $207 million from loans amounting to $834 million—an average 
of 25 percent of those loans where this agreement was secured. 

On still another front, we have financed a number of technical-cooperation 
projects specifically aimed at assisting cooperating countries to improve their 
laws governing local and foreign investment. Lebanon, India, Pakistan, Korea, 
the Philippines, and Laos have asked for and received assistance in this area. 

One indication of the increased emphasis which ICA is placing on private enter- 
prise is that some 36 percent of the people brought to the United States last year 
for training under ICA auspices were employees or officials of private firms and 
organizations. A majority of the remainder were government employees whose 
primary function was to provide direct services to private industry and agriculture. 


G. Guaranties extend United States private investment in underdeveloped areas 


ICA’s efforts to attract United States private development capital into under- 
developed areas have proven increasingly successful in the last 2 years and have 
helped to reduce the need for tax-supported foreign aid. 

For some years the Agency has been able to insure prospective investors against 
loss due to expropriation and inability to convert foreign currencies; recently 
authority to insure against losses caused by war has also been added. However, 
until very recently most Americans firms were primarily interested in investment 
in the more advanced countries; relatively few understood the opportunity posed 
by the underdeveloped areas where the need for investment capital is greater. 

Overcoming this preference for investment in the more developed countries 
has been a difficult task of education and public relations not only in describing 
and publicizing the program to prospective United States investors, but in con- 
vincing foreign governments that the establishment of reasonable investment 
conditions is in their own interest. 

The success of this program to encourage private investment in undeveloped 
areas is indicated by the fact that between January 1, 1956, and May 31, 1957, the 
volume of guaranties issued in such countries increased by 167 percent, from $8 
million to $22 million. During the same period the increase in guaranties issued 
in developed areas was 42 percent, from $86 million to $121 million. 

Some measure of results of the effort to persuade less developed countries of 
their need for private foreign investment is shown by the following statistics: 
Since December of 1955, 6 new country agreements have been signed which will 
permit ICA to offer 1 or more of the authorized investment guaranties; 5 of these 
have been with less developed countries; only 1 was with a developed country. 
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II, PERSONNEL 


ICA has consistently recognized chronic personnel recruitment and retention 
difficulties as among its major management problems. Some of the major prob- 
lems underlying these difficulties can be attributed to: (a) the temporary nature 
of the program in the public eye; (6) the program requirements for technical man- 
power versus the available supply, and (c) the inability of ICA to pay technical 
specialists under normal procedures at rates comparable to private industry. ICA 
has taken several major steps in order to minimize these difficulties. 

ICA is building into the program development process new procedures which 
will facilitate determinations as to the need for, and availability of, technicians 
required during the subsequent fiscal year. 

A new simplified personnel system is being installed which will materially 
facilitate recruitment and makes provision for continuity of service, thus en- 
couraging personnel to remain with the program. 

A discussion of the new personnel system and the improved training program 
follows. 


swe ww Wh 


A. New ICA personnel system 


The personnel system used to date has been a combination of the regular civil 
service system for Washington personnel plus modifications of the foreign service 
system used by the Department of State for overseas personnel. These systems 
were devised by predecessor agencies and have not met the real needs of the ICA 

rograms. 
. he difficulties encountered in obtaining and retaining qualified personnel willing 
to work overseas has continued to hamper the execution of mutural security pro- 
grams. For instance, although recruitments exceeded separations by 250 during 
the calendar year 1956, about 460 unfilled positions remained at the end of the 
year, approximately the same as at the close of 1955. These difficulties have been 
recognized in a number of the recent studies of the mutual security program. 

To minimize these difficulties, ICA has developed and is in the process of 
introducing a comprehensive series of new personnel policies and procedures. 
These include a planned rotation of personnel between the field and Washington, 
@ new personal rank system based on the training, experience, and other personal 
qualifications of the employee, a new promotion policy based on the qualifications 
and demonstrated capacities of personnel, an assignment board, a promotion board, 
rating panels, a strengthened system of training and development for overseas 
personnel, special recruitment of junior and intermediate personnel, and intensive 
training programs for junior personnel. 

Through these various policies and mechanisms, ICA anticipates that recruit- 
ment will be materially accelerated, that personnel turnover will be significantly 
reduced, continuity of essential overseas operations will be assured, and more 
effective program planning and execution will result. These improvements will 
in the long run produce economies for the United States in terms of tighter 
programs and more rapid furtherance of United States foreign policy objectives. 


B. Improved training for new employees 


ICA employs many experts recruited directly from private industry or uni- 
versities. It is essential to provide proper orientation training for these experts 
in the fields of ICA organization, administrative policies, and actual operating 
procedures and techniques. The need for such training is accentuated by the 
fact that many of these employees serve only a single tour abroad. 

To meet this problem, the ICA orientation program has been revised and 
adapted to the current needs of the program with its changed emphasis on the 
newly developing countries. This preliminary training has been lengthened by 
more than 50 percent. 

Greater attention is being given to indoctrination of new employees in terms 
of the specific problems and conditions which they will face in their individual 
overseas assignments. Case problems and other recognized training devices are 
now being used to make meaningful to new staff members the types of problems 
they will encounter in the field. Every effort is being made to keep this training 
realistic and practical. Training seminars in program and project planning have 
been introduced, and a formal method of ‘“‘debriefing’’ employees upon the com- 
pletion of their duty tours has been built into the agency’s general orientation 
to avoid the loss of valuable experience abroad. : 
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III, IMPROVED FISCAL OPERATIONS 


Since 1955 ICA has achieved greater control of its fiscal operations through im- 
provement of methods, by augmenting its fiscal staff (particularly field auditors) 
and by raising the caliber and organizational status of its field controllers. It has 
recently accelerated its planned program to bring about additional improvements 
in fiscal operations, by establishing 19 major fiscal improvement projects on 
which intensive effort is being devoted. 

In terms of improvements already in effect, ICA has decentralized its accounting 
and auditing operations to the maximum extent to its field missions, and aug- 
mented the fiscal staff to conduct more frequent and detailed audits of expendi- 
tures, to check the arrival and utilization of commodities, and the usage of counter- 
part and local currency funds. Detailed procedures and standards for such field 
audit work have been developed and issued, and are being continuously refined 
and improved. ICA missions have been encouraged to self-audit their activities 
at all levels, to improve their practices and save staff costs. Detailed and uniform 
accounting and reporting systems have been developed for the field, and a small 
staff of internal auditors make periodic checkups of field missions to assure 
adherence to the uniform fiscal, as well as other management procedures and in- 
structions. 

Better management reports of fiscal operations, expenditures, and obligations 
are now available sooner, in order to facilitate management decisions on the 
direction and progress of the program worldwide and by specific countries and 
annual appropriation titles. This reporting system now details the financing of 
all projects on a quarterly basis and shows the prior year as well as the current 
source of financing for the elements of the project, i. e., technicians, equipment and 
commodities, contract services, foreign nationals being trained, ete. 

Special procedures have been developed and installed to control and report the 
use of foreign currencies generated by the sales of surplus agricultural commodities 
under the program. Strict control has been instituted to assure compliance with 
section 1311, of the Supplemental Appropriations Act of 1955, the statute defining 
a legal fiscal obligation so that the agency can certify its obligations as being made 
in the manner required by law. 

The detailed report on ICA’s Planned Program for Improvement in Financial 
Management as of December 31, 1956, as submitted to the Bureau of the Budget is 
recorded on pages 801-823 of the hearings before the Committee on Foreign 
Relations, United States Senate, 85th Congress, [Ist session, on mutual security 
program for fiscal year 1958. 


IV. MANAGEMENT TECHNIQUES 


Any program of the scope and character of the mutual security program is 
beset with many unexpected management problems. Devices for policy deter- 
mination, implementation, control, evaluation, and coordination must not only 
be responsive to the current needs of ICA’s various programs but must also be 
sufficiently flexible to adapt readily to unpredictable situations and emergencies 
such as the recent Hungarian revolt and the Middle East crisis. In recognition 
of these factors, ICA has conducted continuing management improvement studies 
since its inception. 

Some of ICA’s most significant management improvements have been: 

A. New method of announcing policy decisions. 
B. Carefully planned field conferences. 
C. Improved program control and evaluation. 
D. Better management reporting. 
E. Coordinated reports control system. 
F. Improved coordination of programs for strengthening law enforcement 
agencies of friendly nations. 
These developments are discussed in the following paragraphs. 


A, New method of announcing policy decisions 


To assure that significant program and operational policies are communicated 
quickly and effectively to all staff concerned, a new mechanism for the develop- 
ment, approval and transmission of policy statements was created. Major policy 
decisions are now announced to the staff at both Washington and field levels 
through the medium of formal policy directives. These distinctive documents 
are given wide distribution to assure that basic ICA policy is made known to the 
key operating officials of the agency both here and abroad. They are then followed 
up, as necessary, with procedural orders which indicate the methods by which 
the directives are to be made effective. 
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Among the subject treated by policy directives have been the following: staff 
rotation designed to assure a greater interchange of personnel between SCA/W 
and its overseas missions; program concentration designed to eliminate projects 
and activities of only marginal significance; technical review of projects by 
ICA/W designed to permit missions to proceed with implementation of approved 
programs with the minimum practicable degree of subsequent review by TCA]W. 


B. Carefully planned field conference (to improve program direction and control) 


In the past 2 years, ICA has made more effective and regular use of the regional 
conference as a mechanism for improving program direction and control. These 
conferences have been characterized by carefully prepared agenda and a compre- 
hensive preliminary briefing of all conferees on major country and regional 
problems. As a result, the Director and his top staff have been able to keep their 
fingers on the pulse of ICA program activities, to make ‘‘on the spot’’ appraisals 
of the direction and effectiveness of country programs, and to take speedy remedial 
action on specific problems. With such careful planning, it has been possible to 
hold such meetings regularly and to include the field management staff concerned, 
without lengthening the meetings unduly or having a large Washington contingent 
present at each one. 

The Director has personally visited 31 countries since assuming office in July of 
1955 to assure closer coordination between ICA headquarters and its field mis- 
sions. For example, in his trip to certain Far East countries in the fall of 1955, 
the Director determined that many complex operational problems were inhibiting 
programs, particularly in Cambodia and os. The Director immediately 
assigned top priority to action documents from these two countries, and granted 
exceptional procurement authority and flexibility to both missions. These execu- 
tive actions served to speed up operations in both countries. 


C. Improved program control and evaluation 


ICA has achieved greatly improved control of its performance and operating 
effectiveness since it instituted a planned program, with specialized staff, to con- 
duct systematic and objective appraisals of its worldwide operations to determine 
whether the right approach is being used in each country, and whether its staff is 
doing an effective job. 

Prior to mid-1955 the Agency had no organized evaluation program although 
it had conducted at least 11 short-term appraisals of its program, or particular 
operations in specific countries and had investigated various situations disclosed 
by other agnarion such as the General Accounting Office and congressional com- 
mittees. his piecemeal approach was recognized however as being inadequate 
for sound management of a program of this magnitude. As a result, it was 
decided to give the program evaluation and control greater and more specialized 
attention by placing the direction of this activity on a higher organizational level. 

In January 1956, a special evaluation staff was established under an assistant 
to the Director. It is comprised of high-level State Department officers and 
former ICA mission directors, who are organized into teams to study individual 
country programs and field operations. hey make independent and objective 
apprsinels and report their findings to the Director. When their reports are 
filed, an intensive examination is conducted at the headquarters to appraise their 
findings, and institute the changes shown to be necessary. ‘These appraisals are 
not superficial inspections, nor are they purely fiscal audits—(fiscal audits are 
part of the continuing program for financial improvement and control). Rather, 
the evaluation teams examine the totality of ICA’s efforts in the countries—what 
are we trying to do, is it the best thing to do at the time, how well are we doing 
it, and are we using the right people, methods, amounts of money, and are we 
really achieving United States objectives. To date such evaluations have been 
conducted in eight countries under this new program, and though basic improve- 
ments will take time, some salutary benefits have already been noted. 


D. Better management reporting 


In 1955, a new monthly management report, specifically designed to facilitate 
program appraisal and control by ICA top staff, was introduced. Up-to-date 
operating information, indicating trends, time comparisons, and program achieve- 
ments, is essential to the management of a program as diverse in character and 
as oe widespread as that of ICA. 

he management report highlights significant trends in the agency’s program 
operations, including, for example, the status of programs, obligation and expendi- 
ture trends, personnel trends, and similar data essential to top management. 
This report allows the Director and his top staff to review the most important 
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program indicators on a current basis and to initiate corrective action wherever 
programs and functions appear to be lagging. 


E. Coordinated reports control system 


A new reports control system is being developed by ICA which will provide 
more meaningful, regularized reports in a more efficient manner. 

ICA has over 60 missions and country representations in various parts of the 
world through which its several complex programs are administered. Certain reg- 
ular reports are required of these missions. These reports were developed as the 
needs arose and inevitably there was some overlapping, but more important still, 
there was no positive identification of what management really needed to know 
from the missions for effective administration. This resulted in a constant 
stream of special reports, the preparation of which consumed considerable staff 
time in the missions. 

Under the new reporting system an attempt is being made to plan ahead to 
secure management information on an orderly regularized basis and thus avoid 
much duplication and “crash action’’ special reports. 

The first phase of this project is now complete. A point of control for all ICA 
reporting has been established. Henceforth when any ICA office proposes to 
require missions to develop a special report, it will have to fully justify the pro- 
posal and show why available regular reports cannot serve the need. Gradually 
regular reports will be revised to eliminate overlapping and expanded where neces- 
ra” to include essential management information on a timely basis. 

t is expected that this new system will contribute to significant savings in staff 
time in the missions. 


F. Improved coordination of programs for strengthening law enforcement agencies of 
friendly nations 

The development of an adequate mechanism for the conduct and coordination 
of programs for giving technical assistance to the law enforcement agencies of 
friendly countries has eliminated previous difficulties in this critical area. In the 
conduct of these programs, which require the participation of a number of United 
States agencies, it became apparent that lack of interagency coordination had 
led to various difficulties which impeded the program. As coordinator of the 
mutual security program, the Director of ICA was charged in December 1955 with 
the coordinating responsibility for the supervision of this program. 

In order to meet this responsibility, the Director established a small coordinat- 
ing staff, presently numbering three professionally qualified persons to assist in 
coordinating interagency participation. This division deals with problems of 
police equipment, supplies; and-related activities in countries which have requested 
such assistance from the United States. 

The difficulties formerly experienced in coordinating these activities have now 
been eliminated, and the participating United States agencies are working together 
smoothly and productively on this program. Further details on this activity may 
be furnished under security classification. 


V. IMPROVED ORGANIZATION AND MANPOWER UTILIZATION THROUGH BETTER 
CONTROL 


A continuing problem of ICA has been that of continuously interpreting pro- 
gram changes in terms of organizational and staffing requirements. A number of 
actions have been taken during the past year to make this interpretation more 
timely, and effective. Some of the more significant actions are represented by 
the following discussions: 

A. Improved manpower utilization; 

B. Advanced planning of manpower requirements as a part of program 
development; 

C. Standard USOM organization patterns achieve savings in staff; 

D. Closing ICA country missions in Europe; 

E,. Centralization of contracting functions; 

F. Streamlining of statistics and reports function; 

G. Meeting requirements for engineering talent; 

H. Improvements in organization and procedures applicable to training 
foreign nationals; 

I. Transfer of ICA refugee program. 
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A, Improved manpower utilization 


Supervisory and control staffs in ICA have decreased while field technical staffs 
have increased. 

The control of organization and staffing within ICA and its predecessor agencies 
have been a matter of continuing top-level concern. In addition to the financial 
controls imposed by congressional appropriations and Bureau of the Budget 
review and apportionments, the agency maintains a small staff charged with the 
specific responsibility for continuously interpreting program changes in terms of 
organizational, staffing, and procedural requirements. The central control over 
employment has assured effective use of the agency’s available manpower 
resources. 

The attached chart shows that since January 1953 there has been a dramatic 
reduction in the number of United States nationals in administrative positions as 
against an equally dramatic increase in technical personnel who are charged with 
the responsibility of actually carrying out the technical programs and projects. 
Only by consistent and careful control of manpower utilization throughout the 
entire agency have we been able to increase our technical staff (public-health 
technicians, engineers, practical agriculturalists, etc.) throughout the world while 
simultaneously reducing overhead or administrative staff required to support these 
technicians. These results have been achieved against a backdrop of considerable 
increase in ICA’s program requirements. The creation of new nations such as 
Laos, Cambodia, and Ghana, the extension of aid to new countries such as Ceylon 
or the reactivation of the aid program in Indonesia, political changes in Guate- 
mala, famine, and flood in Bolivia, Pakistan, and elsewhere—all these are factors 
which make consistently effective utilization of manpower extremely difficult. 


SUPERVISORY & CONTROL STAFFS HAVE DECREASED WHILE FIELD TECHNICAL 
STAFFS HAVE INCREASED 
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B. Advance planning of manpower requirements as part of program development 


ICA is now doing advanced planning of manpower requirements based fon 
program forecasts. 

The Washington headquarters has developed comprehensive listings of posi- 
tions, both administrative and technical, required for its programs for future year 
activities. The positions are accorded an index of priority based on program 
priorities to indicate the relative significance of filling them. Titles and job 
descriptions are standardized to allow for interchangeability among missions. 
The technique of organizational classification has been employed to allocate 
positions expeditiously. 
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These listings have been submitted to overseas missions for review and com- 
ment. Following receipt of mission comments, headquarters and field views 
will be reconciled and the staffing patterns will be turned over to the office of 
personnel for immediate recruitment action. As the programs change, the staffing 
patterns will be amended to reflect new program requirements and priorities. 


C. Standard USCM organizations patterns achieve savings in staff 


ICA has attained additional effectiveness and economies in its overseas opera- 
tions by achieving more consistency in the organization of its operations missions. 

Using experience gained during earlier stages of its operations, ICA has evolved 
general standards for effective mission organizations which are now applied to 
new missions at the outset; e. g., Ceylon, Morocco, Tunisia. During the past 2 
years a number of established missions, particularly in the Near East, south Asia, 
and Africa have been reorganized in accordance with the new standards. 

Standardization of organization to the extent it meets individual country 
program requirements, and administrative costs, facilitates interchange of personnel 
among missions, and allows for easier development and use of uniform administra- 
tive and program procedures. 


D. Closing ICA country missions in Europe 


All ICA missions in Europe have been closed (mission in the United Kingdom 
will close June 30) except in Spain and Yugoslavia where active programs require 
continued operation of United States missions. 

Shortly after assuming office in 1955, the new Director of ICA recognized that 
the agency’s European responsibilities were decreasing and directed that these 
missions be closed as quickly as possible. Accordingly, progressive action was 
taken to close the missions in Austria, Belgium, Denmark, France, Germany, 
Italy, the Netherlands, Portugal, and Norway. The residual. responsibilities 
of ICA in these countries were turned over to the respective American Embassies. 
The savings in personnel and administrative costs were applied against increased 
ee in other areas, particularly Africa and the Near East. 

CA continues to maintain representation and economic liaison with the 
specialized European economic and regional organizations through a staff stationed 
in the United States regional office in Paris. In addition, ICA established an 
area controller, also stationed in the Paris office, to assure adequate coverage 
of the Agency’s residual fiscal responsibilities, including accounting, fiscal re- 
porting, and field audit or end-use checking of the program operations in the 
countries where missions were closed. 


E.. Centralization of contracting functions 


In line with a policy of greater emphasis on utilization of private contractors 
in the ICA programs, an Office of Contract Relations was established in March 
1956 to centralize in one office all of the agency’s contracting functions. 

Previously this activity had been dispersed throughout the agency, making it 
difficult to maintain consistent policies and to conclude contracts expeditiously. 
This single office is now the focal point of authority and responsibility on con- 
tractual arrangements and has the responsibility of executing or approving all 
actions in the contracting process. 

It is expected that this new arrangement will facilitate and expedite the process- 
ing of contracts; that it will make it easier to standardize contract terms and 
provisions, and generally result in simplified and more efficiency contracting pro- 
cedures both in Washington and the field. 


F. Streamlining statistics and reports function 

The Office of Research, Statistics, and Reports was reorganized by ICA in the 
fall of 1955 and its functions realined, resulting in the elimination of 21 positions. 

The research functions formerly in this office were combined with its economic 
and fiscal functions. The Evaluation Staff which formerly had been attached to 
this office was eliminated. (Later a smaller high-level staff was created in the 
Office of the Director to evaluate ICA programs.) 

As a result of this reorganization, ICA has been able to meet its requirements 
for basic statistical data, as well as its major research and evaluation responsibili- 
ties, with a considerably smaller staff. 


G. Meeting requirements for engineering talent 


In January 1956 ICA established an Engineering Division to bring specialized 
talent to bear on activities involving the construction of physical plants and 
facilities. 
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ICA and its predecessors have contributed significant sums toward the con- 
struction of critically needed plants and facilities overseas (e. g., highways, ports, 
hydroelectric plants, paper mills, communications systems, etc.). special 
survey by an engineering consultant (Scharff-Leerburger) and an agency survey 
concluded that more engineering talent—concentrated in one place in the 
agency—was needed to place emphasis on (1) analyzing the feasibility of capital 
—— before they are approved, and (2) inspecting their progress after they 
are begun. 

The Engineering Division, headed by a chief engineer, with staff of 15 engineers 
and secretaries, closely parallels the organization recommended in the Scharff- 
Leerburger report. This Division now scrutinizes some 230 large-scale industrial 
projects all over the world, which last year involved about $552,560,000 in dollar 
aid and $1,653 million in total costs. New undertakings are given a thorough 
engineering evaluation before ICA approves them, and a standard system of 
reporting on the progress of these projects has been instituted. The completion 
of projects has been speeded up considerably by having experienced engineers on 
hand to help iron out technical snags. 

However, ICA cannot afford to maintain a full-time staff of highly specialized 
engineers in every field of industrial endeavor. It must therefore utilize the 
talents of other Government agencies, and where necessary, the services of 
professional consultants. 

It is difficult to obtain needed engineering consultants on a temporary basis. 
This is due partly to consultants’ reluctance to enter into a short-term contract 
with the United States Government, and partly to the fact that the top fees ICA 
can regularly pay are often less than the going professional rates. 

In order to augment its limited staff, ICA entered into a contraet with the 
Tudor Engineering Co. of San Francisco, to provide such specialized services as 
might be required in the engineering review and inspection of construction 

rojects. 

: Since April 1956 the Tudor Engineering Co. has been given 87 jobs to accomplish 
for ICA. Specialists in such fields as nitrogen fixation, coke utilization, railroad 
pier connections, and ammonium sulfate processing have been obtained quickly 
and easily for emergency jobs in the field. Significant surveys have been con- 
ducted for ICA by Tudor, such as power projects in Taiwan, the Helmand Valley, 
and power projects in Korea. Tudor’s permanent staff of eight engineers in 
Washington, D. C., have been able to provide emergency service on numerous 
day-to-day technical problems. 


H. Improvements in organization and procedures applicable to training foreign 
nationals 


Within the past year and a half, ICA has reviewed and reorganized its entire 
mechanism for the technical training of foreign nationals. Prior to this review, 
responsibility for the function was dispersed among a number of offices with little 
uniformity in the methods employed in carrying out the desired training. 

As a result of this study, changes are now being made in the organization of 3 
of the 4 offices concerned; the responsibilities of the offices have been more clearly 
defined; and the office which is concerned with training procedures and needs 
and with those training functions which can be handled most efficiently on a 
centralized basis has been strengthened. Workload standards have been devel- 
oped and are being applied to the personnel needs of all ICA offices concerned with 
training, and to other agencies assisting ICA with the training program. 

These changes have eliminated confusion as to responsibility, have simplified 
the processing of training requests, and have permitted ICA to handle an esti- 
mated 16 percent more foreign nations with practically no increase in staff. These 
workload standards are being applied, to the extent appropriate, to the budgets 
of agencies working with ICA in this operation, and will probably result in addi- 
tional savings. 


I. Transfer of ICA refugee programs 


Early in 1956 the refugee and migration programs which had been administered 
by ICA as part of its foreign economic activities were transferred to the Depart- 
ment of State. 

A comprehensive survey was made of the most effective organizational arrange- 
ment for this function and it was decided to abolish one of the three major units 
in the ICA Refugee Office, to transfer a majority of the activities and field staff 
to the Bureau of Security and Counselor Affairs in the Department of State, and 
to transfer the residual functions to the Office of the Deputy Director for Tech- 
nical Services in ICA. This transfer resulted in the abolition of a number of 
positions and separation from the foreign aid program of marginal activities. 
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VI. MEETING EMERGENCIES AND OTHER NEW SITUATIONS 


During this past year, ICA has profited from its experience in meeting a num- 
ber of diverse emergency and other new situations. As a result the agency is in 
a better posture to meet new situations as they may arise in the future. Cited 
below are the major situations which have been met with dispatch this year: 

A. Establishment of new missions in Morocco and Tunisia; 

B. ICA participation in Hungarian refugee relief; 

C. ICA procedures adapted to the Baghdad Pact program; 

D. Evacuation of ICA personnel from the Middle East; 

E. Quick response to Ghana’s request for technical assistance. 


A. Speedy establishment of new missions in Morocco and Tunisia 

ICA established two new missions in Morocco and Tunisia immediately follow- 
ing negotiation of aid agreements with those countries in January. 

Subsequent to the French political withdrawal and assumption of sovereignty 
*y Morocco and Tunisia requests were submitted to the United States for eco- 
nomic and technical assistance. ICA immediately sent a survey mission to 
Morocco and Tunisia to examine economic conditions and start bilateral negotia- 
tions. This special survey mission was headed by the Chief of the ICA Africa 
Division and consisted of economic and technical specialists. 

Upon completion of the survey bilateral agreements were negotiated with the 
Moroccan and Tunisian Governments. ICA moved rapidly to fulfill its com- 
mitments under these agreements. Operations missions were organized in Rabat 
and Tunis, and small staffs were dispatched to these posts to implement the pro- 
gram within a month after the aid agreemeftts were concluded. The ICA staffs 
in Morocco and Tunisia consist of veteran employees who were transferred from 
missions in Europe, the Far East, the Near East, and from the Washington 
headquarters. Much of the equipment required by the new missions was obtained 
from European missions which had closed. 

By moving rapidly in starting the Moroccan and Tunisian programs, ICA was 
able to demonstrate the United States Government’s serious interest in supporting 
the independence of these two friendly and strategic countries. 


B. Participation in Hungarian refugee relief 

The ICA staff in Austria conducted a large part of the United States relief 
program for Hungarian refugees during the winter of 1956-57. 

Although the ICA mission in Austria was terminated last June (1956) a small 
staff of ICA employees were retained to close out remaining responsibilities re- 
sulting from ICA programs. When the Hungarian revolution occurred and a 
tremendous influx of refugees crossed the border into Austria, the United States 
immediately offered relief assistance. This small staff in Vienna by working long 
hours was able to administer a large part of the relief operation, including the 
distribution of food and medical supplies and the maintenance of liaison with 
voluntary agencies also engaged in the relief work. 

The entire ICA staff in Austria received the meritorious service award for their 
work on the Hungarian relief program. 


C. ICA procedures adapted to Baghdad Pact program 

During his Middle East visit, Ambassador Richards earmarked $12.6 million 
for regional projects to benefit the Baghdad Pact countries. 

The followup on the advantages derived from active United States support of 
the Baghdad Pact it was necessary for ICA to design new methods and techniques 
for carrying out these regional activities. Advance planning was accomplished 
in Washington and project agreements obligating the funds for these projects 
were signed at the meeting of the Baghdad Pact Economic Committee in Karachi 
in May. Thus, United States support for the Baghdad Pact as a constructive 
element in the Middle East scene was quickly demonstrated. 

Now planning is continuing in ICA to develop techniques for use in administer- 
ing future regional undertakings within the Baghdad Pact framework. 


Ca ; : 
D. Evacuation of ICA personnel from the Middle East 


Following the outbreak of hostilities in Egypt last fall, all United States 
Government personnel and their dependents (except for a skeleton standby force) 
were evacuated from Israel, Jordan, and Egypt. During the first weeks following 
evacuation, ICA personnel from the evacuated missions were assigned temporarily 
to missions in the Middle East, Africa, Europe, and south Asia, wherever their 
skills could be used to advantage. The evacuation of 3 missions placed a 
strain on the ICA organization and particularly the personnel involved, many 
of whom had left their homes on 12 hours’ notice. 








im- 
3 in 
ted 


nty 
cO- 


tia- 
rica 


the 
om- 
bat 
or o- 
affs 
rom 
ton 
ned 


was 
ting 


lief 


nall 
re- 


ates 
ong 
the 
vith 


heir 


lion 


t of 
jues 


ects 
vchi 
tive 


ter- 


ates 
rce) 
ring 
rily 
heir 
da 
any 


441 


Political conditions did not allow the early resumption of ICA operations in 
the three evacuated countries. Therefore, many of the evacuated personnel 
were permanently assigned to missions elsewhere in the world. When operations 
were resumed in Israel and Jordan last spring, available evacuated personnel and 
some new ace were sent to those posts to resume the programs as rapidly 
as possible. This entire operation was carried out successfully and a minimum 
of time was lost in reassigning evacuated personnel and using them productively. 


E. Quick response to Ghana’s request for technical assistance 


An ICA liaison officer will take up residence in Accra, Ghana, by the end of 
June. He wiil be the first element of an ICA mission in that new country. 

A modest technical assistance program for the Gold Coast had previously been 
administered under the auspices of the British Colonial Office. When Ghana 
became independent an enlarged United States technical assistance program was 

uested by the new government. 
n"asoistien with Ghanian authorities has resulted in the signing of a general 
bilateral agreement. Detailed plans for the program will be developed during 
the next fiscal year. 


VII. PROGRAM METHODS AND PROCEDURES 


ICA introduced numerous procedural changes implementing a special study 
concluded in the summer of 1956 covering the basic processes employed in the 
development and implementation of projects. These changes not only have re- 
sulted in significant simplificaticn and acceleration of these processes, but in addi- 
tion have conveyed a greater degree of operating authority and responsibility to 
ICA missions in the field. 

The Agency also has continued to improve its procedures for the procurement 
of commodities required for its programs. 

Another significant improvement is evidenced by the new records and reports 
system which has been installed to improve the control and administration of the 
training program for foreign nationals. 

The most important of the methods and procedures studies are: 

. Review and revision of progress implementation procedures; 

. Simplified procedures for using foreign currencies; 

C. New model university contract; 

D. Uniform procurement policy; 

- Program shifts to non-United States Government purchasing; 
G 
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Purchasing methods improved; 
. Use of United States surplus and excess equipment cuts program costs; 
an 
H. Improved training program records, reports, and evaluation. 


A. Review and revision of program implementation procedures 


Under FOA, a comprehensive new system was introduced for the uniform docus 
mentation, review, approval, and execution of projects. This was in substitu- 
tion of at least three different systems of FOA predecessor agencies. Initial 
operations under the new procedures indicated that certain processes required 
further simplification and streamlining. 

eaReeaty in 1956, the Director of ICA directed that a comprehensive re- 
view of the entire system be undertaken, as the result of which 19 specific pro- 
cedural improvements have been introduced. 

The study disclosed that the existing procedures in some instances required 
excessive headquarters review of field decisions, costly document handling and 
processing, and excessive country and mission execution of documents. The 
changes adopted granted considerable additional authority to missions to imple- 
ment programs without headquarters review and increased flexibility on project 
documents to reduce the number of amendments requiring headquarters approval. 
Missions were granted authority to send purchase orders directly to the General 
Services Administration thus speeding project procurement. 

A needless review of documents by the headquarters office to determine whether 
the field had completed them correctly was eliminated by having field offices 
certify that they had been correctly prepared. Routing of documents was 
changed and distribution on numbers of copies greatly reduced to prevent waste 
of time spent in reviewing and filing nonaction documents. The policy of approv- 
ing continuing activities without detailed headquarters review was strengthened. 








442 


B. Simplified procedures developed for using foreign currency 


ICA has established simplified procedures for the programing and utilization 
during fiscal year 1958 of United States-owned foreign currencies accruing from 
overseas sales of agricultural surpluses under both the mutual security program 
and under Public Law 480. These local currency procedures feature a simplified 
version of our standard project form; working fund techniques of payment; and 
greatly simplified documentation and fiscal reporting requirements. 

Under these new procedures, United States-owned foreign currencies are author- 
ized by ICA for use by the countries for purposes of economic development, in- 
cluding loans to private entrepreneurs and the stimulation of trade. ICA places 
maximum reliance upon the cooperating countries for maintenance of detailed 
supporting records and documentation by the countries using these currencies 
rather than by ICA. ICA retains, however, essential control records, the right 
of complete inspection and audit at all times and the right to secure refunds. In 
addition, whenever possible, the responsibility for reporting in prescribed format 
and frequency will be placed upon the cooperating countries, thus further minimiz- 
ing the administrative demands upon USOM and ICA/W staffs. 


C. New model university contract 


A new model contract has been developed by ICA in order to increase the effec- 
tiveness of its university-contract program for furnishing technical assistance to 
cooperating countries. The new model contract is meeting enthusiastic, early 
response from the representatives of the universities. The model is the out- 
growth of ICA operating experience during the past few years coupled with the 
recommendations of the universities and colleges participating in the program. 

The model contract places increased reliance on the technical and managerial 
abilities of these institutions while providing for more flexible policy direction by 
ICA. It is expected that the application of the new model to all current and 
prospective contracts will significantly increase the effectiveness of the university 
contract program, involving 57 universities in 43 countries, approximating some 
$50 million annually. The expenditures of the United States for its share of these 
beneficial cooperative programs have, over the years, been more than matched 
by cooperating government contributions, an impressive testimony to their real 
usefulness. 


D. Uniform procurement policy established 


Prior to July 1, 1955, ICA made a number of exceptions to its basic worldwide 
lowest-landed-cost-basis procurement policy. Although these exceptions bene- 
fited- particular American industries, they resulted in greater costs to the mutual- 
security program, often delayed ICA-financed procurement, and required con- 
siderable administrative work. Many American businessmen who were generally 
satisfied with a policy of lowest cost to the United States taxpayer insisted on 
exceptions for their products when they learned that others had been so favored. 

In the interests of saving tax dollars and assuring fair and equal treatment to 
all businessmen, ICA promulgated a new policy under which all ICA financed 
procurement (except for surplus agricultural commodities) is on a lowest-landed- 
cost-basis without exception. This has eliminated most of the problems created 
by the earlier exception policy and has assured more efficient use of program 
dollars for their appropriated purposes. 


E. Program shifts to non-United States Government purchasing 


Attempts to increase the procurement of program commodities through non- 
United States Government channels met with gratifying success in the last 2 
years. Asis generally known, ICA/W does not normally purchase any program 
commodities itself, but instead, finances such purchasing whether done by United 
States Government agencies or by foreign governments and commercial channels. 
A basic goal of the foreign aid program has been to get cooperating countries to 
assume more of the responsibility for procurement and to direct such procure- 
ment into private commercial channels. ICA’s success in the industrial procure- 
ment field has been most encouraging. Annual purchases of industrial commod- 
ities total around $700 million. In fiscal year 1955, 60 percent of industrial 
purchases were made by other than United States Government agencies. In 
fiseal year 1956, this percentage was increased to 82 percent. Nine-month fig- 
ures for fiscal year 1958 indicate that the 1956 record may be exceeded. 

Essential to this effort has been the attempt to persuade host governments to 
establish modern and efficient procurement channels. Considerable success in 
this direction has been achieved to date in Thailand, India, Pakistan, Israel, 
and Korea. 
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F. Purchasing methods improved 


ICA procurement procedures have been simplified in a number of significant 

respects in the last 2 years. 

ormerly, all project commodity procurement over $5,000, if to be procured 
by General Services Administration, had to be given prior approval in the head- 
quarters office. Now missions have been granted authority for all nonagricul- 
tural commodities to procure directly in any amount through the General Serv- 
ices Administration. During the year ending June 1, a total of 302 transactions 
valued at about $3.5 million were handled directly through GSA in this manner. 
This procedure results in faster and administratively more economical purchasing 
than the former process permitted. 

Procurement guidelines and manuals have been issued to clarify policies and 
procedures for both USOM and cooperating country procurement staffs. A pro- 
cedure permitting direct mission purchasing from Federal supply services depots 
has also been introduced which will result in faster and more economical procure- 
ment of items stocked in such depots. Improved and simplified procurement 
followup and expediting procedures have been introduced, materially reducing 
the administrative workload on ICA/W staffs. 


G. Use of United States surplus and excess equipment cuts program costs 


Each year large quantities of United States Government-owned equipment, 
principally owned by the Department of Defense, are declared excess to the needs 
of the agency concerned, and much of it is sold at very low prices on the United 
States open market. ICA has devoted increased attention during the last 2 
years to utilizing this equipment in the foreign aid program. Through improved 
methods of screening disposal notices from the United States agencies and more 
effective checking with the ICA field staff, over $8 million worth of such surplus 
and excess equipment has been utilized in the year ending June 1, 1957, in the 
mutual security program (not including Hungarian relief), at a saving of as much 
as 80 percent over new item costs. 


H. Training program records and reports improved 


ICA is installing a new records and reports system on foreign trainees which 
will greatly improve control and administration of that part of the mutual security 
program. 

here are over 5,000 foreign nationals brought to the United States each year 
for technical training under ICA programs. These visitors, or ‘‘participants,’’ are 
processed through a variety of channels in order to prepare them to fulfill indi- 
vidual roles of technical development in their home countries. The roles to be 
filled by these people upon their return home are geared into projects being carried 
on by United States technicians, contractors, the United States operations mis- 
sions, their home governments, and by private enterprise in those countries. 

The participants are handled through Ica and other United States Government 
agency facilities, private firms, individuals, and facilities in other countries 
throughout the free world, wherever the best means are available. Because 
of the individuality of the training requirements, the procedures have become 
quite complex. This, together with the changes within countries which cause 
constant fluctuation in country project objectives, has made it difficult to dissect 
and examine the many phases of omens services, and types of training to 
establish basic standards for measurement of this activity. 

A system has now been developed and is being installed which establishes 
standards on all current and anticipated elements for record purposes. The 
system provides for transmitting such records from operating offices in ICA, 
other agencies, contractors, other countries, etc., to a centralized record unit in 
ICA. These data will be comparable with that maintained by the State Depart- 
ment for the educational exchange program. The available statistics will enable 
ICA to plan the training element of technical projects and will allow for analysis 
of all parts of the total training workload, on a far more effective basis than ever 
before. In addition to the standardized statistical data which will be disseminated 
through regular reports, the central unit will be in a position to answer readily the 
majority of general inquiries on the participant program and direct inquiries on 
individual operating matters immediately to the action officer. 

In addition, procedures for systematic evaluation of participant training have 
been initiated in ICA/W and a number of the USOM’s. The purposes of evaluat- 
ing participant training are twofold: (1) to ascertain the degree to which the 
objectives of the participant training program have been accomplished, and (2) 
to identify the factors influencing the effectiveness with which the program is 
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being conducted, and to obtain guidance on policies, procedures, and arrangements 
used in planning and implementing the program. 

A number of missions have undertaken studies of this kind recently and have 
shown that considerable guidance can be obtained on both questions. The 
purpose of developing systematic procedures in ICA/W is to insure uniformity of 
scope and standards among missions so as to make the results comparable for 
program management purposes. 

Mr. Wiacieswortu. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller, do you have any questions to ask? 

Mr. Mixer. I would like to refer to chart 15. 


UNEXPENDED OBLIGATIONS——-PROJECT ASSISTANCE 


I am not quite sure that I understand the breakdown there; that 
is, the unexpended obligations on project assistance. The amount 
that is unexpended is not what I am concerned with, but I do not 
quite understand the various items below. 

For instance, the first item says ‘Agriculture and natural resources, 
$73 million.” Does that mean that the projects involve agriculture 
or natural resources? 

Mr. Murpny. Yes, sir; it does. In other words, that would in- 
clude—— 

Mr. Mituer. The unobligated balance applies to a whole project 
which has to do with agriculture and natural resources; is that right? 

Mr. Murpny. It is the unexpended obligations, sir, and it applies 
to many projects, which total $73 million. 

Mr. Mixer. But they have to do with the field of agriculture and 
natural resources? 

Mr. Murpuy. Yes, sir; that is correct. 

Mr. Muuer. Further down, for instance, you have a small item 
on labor. Does that mean a project which has to do with labor is 
involved, or does it mean labor costs? 

Mr. Murpny. That means a project having to do with the field 
of labor; in other words, the training of labor leaders in these countries. 

Mr. Mitzier. And “public administration” would mean the training 
or improving of public officers and so on? 

Mr. Mourpuy, That is exactly right, sir. 

Mr. Mitier. And the money, then, refers to the type of project, 
and not what the money is owed for? 

Mr. Murpnuy. That is right. 

Mr. Lanuam,. Mr. Chairman, there is one question I would like 
to ask. 


ADDITIONAL EMPLOYEES FOR DEVELOPMENT LOAN FUND PROGRAM 


How many additional employees are you requesting for the develop- 
ment assistance program? 

Mr. Murpry. As additional employees, Mr. Lanham, the total is 
10, but that is a little misleading, because we would expect to transfer 
some existing employees into the development loan activity fund, 
and my understanding is that. we figure a staff of approximately 40 
to 50 people would be needed on the LCA Washington side, in order 
to give this development loan fund the impetus and the attention 
that is necessary, but it will only require 10 additional positions to 
do that. 
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Mr. Lannam. Where are you going to use all these additional 
employees that you spoke of? 

Mr. Murpuy. You now have reference to the 10 or the 50? 

Mr. Lanuam. Neither; you gave me previously a figure which 
reflected quite a large number of personnel. 

Mr. Murpny. Those are technicians, Mr. Lanham, or technical 
people out in the field demonstrating techniques and so forth. 

Mr. Lanuam. I believe you said there were some 400 in that field? 

Mr. Murpny, Yes, sir. They are all technicians actually engaged 
on projects. If they are contract technicians they might be engineers 
and supervisory personnel, and so on, on projects, or they might be, for 
example, university professors on a college contract, or they might be 
agronomists or aquatic biologists. We have a whole host of technical 
categories. 

Mr. Lanuam. Can you recruit that many trained technical men in 
addition to what you are already using? Are they available? 

Mr. Murpuy. We believe we can get them with stepped-up re- 
cruitment activity on the part of our Office of Personnel. 

Mr. Lanuam, None of them will be used in this development as- 
sistance program? 

Mr. Murpuy. No, sir; those people—the latter—in development 
assistance would all be charged to the ‘‘Administrative expense” 
appropriation, Mr, Lanham, as distinguished from program. 


PERSONAL SERVICES 


Mr. PassmMan. Mr. Murphy, will you kindly provide for the record, 
and also a copy for each member of the committee, the authority 
under each appropriation in the program for personnel, and the 
actual number on the rolls at the latest date for which information 
is available, as well as the personnel requests for fiscal year 1958, by 
categories, and the total amount of money involved for the personnel? 

Mr. Murpuy. All right, Mr. Chairman. 

(The information following was subsequently supplied:) 


Authority to employ personnel for the mutual security program is contained 
in section 527 (a) and section 527 (c) of the Mutual Security Act of 1954, as 
amended. 

Authority to pay personnel engaged in activities within the scope of MSP ap- 
propriations is contained in the language in the MSP appropriation act which 
authorizes the payment of expenses to enable the President to carry out the pro- 
visions of the Mutual Security Act of 1954, as amended. 


International Cooperation Administration—Authorized, actual, and projected 
employment of United States nationals, Washington and field, by category 


Authorized| Actual em-| Authorized! Projected | Estimated 
employ- | ployment,| employ- | employ- | cost, fiscal 
ment, fiseal| Apr. 30, | ment, fiscal| ment, June} year 1958 
year 1957 1957 year 1958 | 30, 1958 (in thou- 

| sands) 


Program personnel 3, 125 4,177 | 4, 069 1 $58, 446 
Administrative personnel 2, 347 2, 137 2, 542 | 2, 377 19, 001 
Control act 42 39 42 | 39 320 


5, 967 | 5,301 | 6,761 | 6,485 77, 167 


1 Includes travel and transportation of effects to and from post. 
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Mr. Passman. Mr. Gary, do you wish to ask any questions? 

Mr. Gary. I believe not, Mr. Chairman. 

Mr. PassMaANn. I want again to commend Mr. Shaw, Mr. Murphy, 
and their associates for greatly improving their presentations. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. We shall recess until 10 o’clock tomorrow morning. 


Turspay, JUNE 25, 1957. 


EUROPE 


WITNESSES 


HON. C. BURKE ELBRICE, ASSISTANT SECRETARY FOR EUROPEAN 
AFFAIRS, DEPARTMENT OF STATE 

STUART H. VAN DYKE, REGIONAL DIRECTOR, OFFICE OF AFRICAN 
AND EUROPEAN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 

BRIG. GEN. JOHN 8. GUTHRIE, REGIONAL DIRECTOR, EUROPEAN 
AREA, ISA, DEPARTMENT OF DEFENSE 


DEPARTMENT OF STATE 


PHILANDER P. CLAXTON, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY FOR CONGRESSIONAL RELATIONS 

ROBERT G. BARNES, SPECIAL ASSISTANT TO THE UNDER SECRE- 
TARY FOR MUTUAL SECURITY AFFAIRS 

WILLIAM WOODWORTH, PROGRAM PLANNING OFFICER, OFFICE 
OF MUTUAL SECURITY AFFAIRS 

ROBERT A. FEAREY, OFFICER IN CHARGE, ECONOMIC AND MILI- 
TARY AFFAIRS, BUREAU OF EUROPEAN AFFAIRS 


INTERNATIONAL COOPERATION ADMINISTRATION 


HYDE G. BULLER, DEPUTY CHIEF, AFRICAN AND EUROPEAN 
PROGRAM STAFF 
J. E. MURPHY, CONTROLLER 


DEPARTMENT OF DEFENSE 


COL. HARRY H. CRITZ, DEPUTY DIRECTOR, OFFICE OF PROGRAM- 
ING AND CONTROL, ISA 

HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRETARY, ISA 

MARELEY SHAW, COMPTROLLER, ISA 


Mr. Passman. The committee will come to order. 

The first witness this morning is the Honorable C. Burke Elbrick, 
Assistant Secretary for European Affairs, Department of State. 

Mr. Secretary, do you have a statement to make to the committee? 


STATEMENT OF ASSISTANT SECRETARY OF STATE FOR EUROPEAN 
AFFAIRS 


Mr. Exsricx. Yes, Mr. Chairman; I have a statement I would 
like to insert in the record if I may and then make a few oral remarks 
regarding certain points in this document. 
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Mr. Wiae.teswortu. Off the record. 

(Discussion held off the record.) 

Mr. Exsricx. During the last 2 or 3 years, Communist pressures 
have been more active in the Near East and Far East than in Europe, 
mainly because European economic recovery and the development 
of a strong NATO defense system have removed many of the weak- 
nesses which the Soviet rulers once hoped to exploit. At the same 
time, the Soviet rulers are well aware of the fact that free Europe 
remains the most valuable prize that the Communist empire could 
hope to capture. Control of Europe’s factories, mines, laboratories, 
bases, skilled manpower and worldwide economic interests would 
give Russia exactly what its rulers need most in order to achieve 
global supremacy. This fact can be vividly illustrated by reference 
to the present industrial ratio between the Western World and the 
Communist World. Today, the United States and free Europe com- 
bined have a 7 to 2 lead over the Soviet Union and its satellites in 
industrial output. With free Europe under Soviet domination, the 
Soviet Union would immediately gain a 5 to 4 lead over the United 
States, and this lead would tend to increase with the passage of time. 
I do not know how many Americans are familiar with these figures 
or their implications, but you can be sure that the men in the Kremlin 
know them. 

Since control of Europe would add so enormously to Soviet strategie 
capabilities, our interest in keeping Europe out of Soviet hands is 
obvious. But there is another side of the picture which is not nearly 
so well understood. I refer to the important contribution which the 
free nations of Europe are making to our own strategic capabilities. 
Too many Americans, I fear, are inclined to think of our treaty com- 
mitments and assistance programs solely as devices for “protecting 
Europe.” The truth is that we are equally interested in the extent 
to which Europe can help protect the United States. We ourselves 
need many things that Europe has to offer. We need the help of its 
military manpower. We need its strategic bases, which put us 4,000 
miles closer to the heart of Soviet power than Russia is tous. Wecan 
profit from European science and technology, which has played so 
important a part in the advance of civilization, including the develop- 
ment of nuclear energy. We need to have Europe’s sizable industrial 
establishment alined with our own. Finally, we need the substantial 
financial contribution which the European nations, despite their 
limited resources, are making to the joint defense effort. 

United States mutual security assistance in the European area is 
being given not because the nations of free Europe are weak, but 
rather because they are relatively strong—strong enough, in fact, to 
make a major contribution to the total defense of the free world. In 
essence, our assistance to Europe is designed to boost Europe’s own 
defense efforts by helping our allies to meet certain equipment and 
training needs which they cannot meet themselves, and by this means 
to assure the maintenance of a much larger and more economical 
aggregation of defensive power than would otherwise be possible. In 
other words, our mutual security assistance to Europe is funda- 
mentally an investment in America’s own security, no different in 
purpose from our investment in our own Army, Navy and Air Force. 

ou know that the Communist program of aggression proceeds by 
nibbles as well as gulps and that it uses many different techniques— 
93522—57——29 
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political, economic and psychological as well as military. In fact, the 
very diversity of Communist aggressive techniques sometimes causes 

people to deemphasize unduly the danger of military aggression—to 
suggest that perhaps we can forget about the militar y threat for a while 
and concentrate on countering other types of Communist imperialism, 

This idea is potentially very dangerous. I would be the last to 
underrate the importance of being prepared to counteract the various 
and subtle forms of political and economic aggression which the 
Communist rulers employ. In many parts of the world, these forms 
of aggression present a more immediate and more troublesome problem 
than the prospect of military aggression. At the same time, we 
cannot ignore the fact that the Soviet military threat is always with 
us. Nor has the magnitude of this threat diminished. On the 
contrary, all available evidence indicates that Soviet military power 
is continuing to increase, through the introduction of modern weapons 
and through determined expansion of the industrial base which sup- 
ports its military machine. The Soviet Union and its satellites still 
maintain enormous military forces, far beyond any reasonable security 
requirements. They have an extensive and highly dangerous nuclear 
potential, and are making steady progress in overall scientific and 
technological development. So long as we and our allies maintain a 
strong system of defense, we have reason to hope that the Soviet 
rulers will refrain from using their vast military power—that they 
will recogniz2 the suicidal risks of general warfare and will confine 
their expansionist efforts to the nonmilitary field. However, this is a 
hope and not a certainty. Moreover, if we should ever let down our 
defensive guard, we would be handing the Soviet rulers an engraved 
invitation to throw caution to the winds and to reestablish military 
force as the key instrument of their program of conquest. 

I believe these facts are generally accepted both by the Congress 
and the public. Virtually no one questions the need for maintaining 
strong military defenses. All of us, however, are properly concerned 
about the huge cost of modern defenses and are anxious to secure the 
protection we need with maximum efficiency and economy. This is 
one of the main objec ‘tives of the mutual security program in Europe. 

It. became evident some years ago that only two basic approaches 
to the problem of free world defense were available. The first was 
to let each nation try to provide for its protection solely through its 
own efforts and resources. The second was to combine efforts and 
resources—to share the burdens and the rewards of collective action, 
If the United States had been willing to pay the price, we might con- 
ceivably have been able to build and sustain a defense system which 
did not involve dependence upon any other country. 

The feasibility of such a defense system has been widely debated, 
but there remains good reason to doubt that the United States could 
ever survive for an extended period of time as an isolated island in a 
Communist world. In any case, one thing is very clear. Even if an 
isolated defense were feasible, which I do not believe is the case, it 
most certainly would not be cheap. It would be about the most 
expensive kind of defense system we could devise. 

I have occasionally heard people complain about the assistance 
which the United States has given to allied nations, and have heard 
them ask, ‘‘When are these countries going to be able to stand on their 
own feet?”’ The answer is very simple. Most of our allies can stand 
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on their own feet. right now, provided the United States wants less 
defense for more money. If the mutual security program in Europe 
should be drastically reduced, it would mean that European defense 
efforts would be much smaller and far less productive, and that the 
total defensive power available for the protection of America and 
Europe alike would be greatly reduced. The only way we could 
compensate for this reduction would be to increase our own national 
defense expenditures by an amount several times greater than the 
amount of this program. That is the story in a nutshell. Those of 
us who are sincerely interested in achieving maximum safety at min- 
imum cost are compelled to recognize that abandonment of our mili- 
tary assistance programs would not be an act of economy but an act 
of reckless extravagance. 

The special importance of free Europe to American security has lon 
been recognized by the Congress. This recognition has been reflected 
by such measures as the Greek-Turkish aid program, the Marshall 
a, the North Atlantic Treaty, the stationing of American forces in 
Europe, and our continuing programs of military and _ technical 
assistance. We have undertaken these commitments not_ merely 
because of our sincere friendship for the European peoples, but pri; 
marily because we know that the extension of Soviet control over free 
Europe would be a strategic catastrophe for the United States itself, 

By active participation in the NATO defense system and by. pro- 
viding selected military assistance, we have made it possible for. our 
European allies to maintain a truly significant defense establishment. 
As President Eisenhower recently pointed out, in addition to our own 
forees, NATO now has more than 80 trained divisions, active and 
reserve, with some 5,000 modern aircraft and 600 major naval vessels. 
Equally important, at least from the standpoint of the American 
taxpayer, is the fact that the European governments are bearing the 
lion’s share of the cost of these forces. During the 7 years of the 
NATO buildup, our European allies have contributed about. 85 
percent of the total cost of their defense programs and have supplied 
roughly 60 percent of the materiel for their forces. Today the 
European countries are carrying an even greater portion of the load 
than is indicated by these figures, which span a 6-year period. In 
each of the years from 1952 through 1954 our military assistance was 
more than twice the amount now being requested for Europe, while 
European countries have maintained their defense expenditures at 
about the same level. Indeed, in 1956, the combined expenditures: of 
the European NATO countries (including Greece and Turkey) reached 
a postwar high of more than $13 billion, compared to about $6 billion 
in 1949, the year NATO was established. 

Even in this modern age of astronomical defense costs, $13 billion 
is not a sum to be lightly dismissed. It represents a very substantial 
addition to our own defense expenditures. At the present time, the 
European nations are contributing almost $8 from their own defense 
budgets for every dollar’s worth of military assistance we are giving 
them. From our own selfish standpoint, we could hardly ask for a 
better bargain. Moreover, we must remember that the particular 
forms of assistance we are providing are essential in order to make 
Europe’s own defense efforts successful and meaningful, and that the 
loss of this assistance would tend to undermine the entire defense 
structure that has been so painfully erected in Europe. 
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It is natural that some Americans will wonder why the relatively 
small amount of American assistance being requested is so important 
to the total European effort. For example, someone may ask why 
the Europeans can’t increase their own budgets and eliminate the 
need for American assistance altogether. Unfortunately, the problem 
cannot be solved so simply. In the first place, the defense programs 
of most of our European allies are already near the levels which they 
can sustain without serious political and economic strain. The aver- 
age European taxpayer, despite Europe’s economic progress in recent 
years, still earns only about one-third of the income of the average 
American taxpayer. He is also paying a larger percentage of his income 
in taxes than the average American. His national economy is far 
more dependent upon foreign trade and investment than the American 
economy, and his nation’s financial structure is less stable. He is 
more easily affected by relatively small shifts in economic trends at 
home and abroad. No nation can have an effective defense system 
without a sound economic base. While we constantly encourage con- 
tributions by allied governments up to the extent of their economic 
capacity, it would be counterproductive to seek contributions beyond 
this point. 

Even if our European allies were able to increase their defense 
efforts substantially, American military assistance would remain vital 
to the effectiveness of these efforts. ‘The value of any nation’s mili- 
tary forces depends increasingly upon its possession of modern 
weapons and its ability to employ modern techniques of warfare. 
The importance to our European allies of such items as guided 
missiles, the more advanced types of aircraft, and up-to-date elec- 
tronic equipment can hardly be exaggerated. Unfortunately, most 
of our allies are unable to produce these things for themselves, regard- 
less of the level of their military expenditures. Nor can they provide 
for themselves the highly specialized training that modern weapons 
and techniques involve. They simply do not have the physical re- 
sources required for large-scale technological research and develop- 
ment. They are, therefore, compelled to look to the United States 
for these things. At the same time, most of them cannot afford to 
use their limited store of dollars to buy the needed items. Most of 
them suffer a chronically adverse balance in their normal commercial 
relationships with the dollar area and do not have any dollars to 
spend on military equipment and training. Thus, United States 
military ‘assistance is the only feasible way to insure that allied nations 
have certain key items that will make their own defense expenditures 
worthwhile. 

This point is highly significant, both in a psychological sense and 
a direct military sense. Allied governments could hardly be expected 
to continue spending large sums of money, drafting large numbers 
of young men into the armed forces, devoting factories and other 
facilities to military production, building expensive bases and provid- 
ing valuable real estate for allied bases and doing the other things 
required for an effective defense program if they should decide that 
all these efforts do not add up to any significant result. Unless they 
can have reasonable assurance that their defense programs will 
actually be meaningful under modern conditions of warfare, it is 
natural that many will feel that the game isn’t worth the candle— 
that they might as well abandon their defense programs altogether, or 
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at least limit themselves to a token effort. On the other hand, so long 
as our European allies have reasonable assurance of being able to 
obtain modern equipment and training, they know that their efforts 
have meaning, and they can therefore be expected to continue to 
participate actively in the common defense system—a defense system 
that affords us a degree of protection worth many times the amount 
of our contribution. 

So far, the NATO alliance has been one of the most successful 
undertakings in history. Its success is reflected, not only by the 
development of the on strength already described, but also by 
other achievements. 

Most important of course, is the fact that the war. which many 
Europeans feared a few years ago has not occurred. Furthermore, 
the Communist tide that was sweeping westward in the early postwar 

ears has been stopped cold; not another inch of European territo 
cc fallen under Communist domination since NATO was formed. 
In an important sense, this tide has actually been reversed, because 
it is evident that NATO exerts a profound psychological influence on 
Eastern Europe. By developing a real position of strength, NATO has 
contributed indirectly to the Soviet agreement to restore independ- 
ence to Austria, and has helped maintain the hope for eventual free- 
dom in the hearts of*the satellite peoples. If NATO remains a center 
of strength, there is reason to hope that the Russian rulers will gradu- 
ally come to realize that their own best interests are served by more 
reasonable policies. Our chances of obtaining a safe and workable 
arrangement for controlled disarmament, for example, will depend in 
no small degree upon the continuing strength of NATO. 

NATO has also stimulated more active cooperation in various fields 
among the Atlantic nations themselves. Increasing attention, as you 
know, is being given to the political, economic, and cultural relation- 
ships among member nations. Political consultations in NATO dur- 
ing the past year have been more extensive and more profitable than 
ever before. Similarly, NATO has afforded a protective umbrella 
under which the European nations have been able to make steady 
progress toward internal political stability, economic health, and inte- 
gration among themselves. Since 1950 the value of total economic 
production in Western Europe has risen by an even larger percentage 
margin than in this country. Governments have become more stable. 
The strength of local Communist parties and fellow-traveling elements 
has steadily declined and has now reached a postwar low in most 
countries. Meanwhile, the European nations have continued their 
efforts to achieve closer economic and political unity; the treaties 
now pending for the creation of Euratom and a common market repre- 
sent an outstanding example of this progress. I would not suggest 
that NATO deserves principal credit for all these favorable develop- 
ments, but it has contributed significantly to all of them. 

While we have grounds for genuine satisfaction at NATO’s accom- 
plishments, it would be a grave error for us to become overoptimistic 
or complacent about the European scene. The Congress is aware 
that we still face many problems and difficulties in that area, and that 
some of these are serious indeed. 

I have already referred to Europe’s limited economic capabilities, 
Compared to the situation in which it found itself 10 years ago, 
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Western Europe today is a picture of economic health. Many ob- 
servers were agreeably surprised when the European nations demon- 
strated their ability to live through the Suez crisis without economic 
disaster. However, the overall economic situation in many parts of 
free Europe remains precarious. This is inevitable where foreign 
trade is a matter of life and death and where a nation’s population 
is constantly threatening to outrun its basic resources. 

Our mutual security program for Europe, of course, is not directly 
concerned with these economic problems. Economically speaking, 
our European allies are now standing on their own feet. Most of 
them have received no economic assistance for several years, and the 
proposed program for fiscal year 1958 contains only a few relatively 
small items that can be labeled ‘“‘economic’”’ in any sense. Neverthe- 
less, it is essential that we continue to watch economic developments 
in Europe very closely, since these developments obviously affect 
NATO military cooperation as well as other relationships with 
Europe. 

Our current problems in the military field can be traced to a com- 
bination of economic, political, and technical factors. The incred- 
ible sweep of present-day technology requires constant revision of 
military plans and constant attention to the progressive moderniza- 
tion of defense forces. NATO strategic planning is necessarily based 
on the assumption that Soviet aggression against the European area 
would be resisted with the most modern weapons and _ techniques 
available. Unfortunately, most of our European allies still have con- 
siderable distance to go in aan up-to-date forces and thus are 
not yet in a position to make their maximum contribution to the 
joint system of defense and deterrence. 

The military situation in Europe, as you know, has also been com- 

licated by the recently announced cutback in the Military Estab- 
lishment of the United Kingdom. The reasons for this cutback are 

redominantly economic. For some years, the United Kingdom has 
fies maintaining a higher level of defense spending than any other 
NATO country except the United States, and has been doing this in 
the face of the fact that Britain’s per capita income is about one- 
half that of the United States. In recent months, moreover, the 
United Kingdom has suffered a severe and continuing drain in its 
gold and dollar reserves—a drain which began even before the Suez 
crisis and was accentuated thereby. In view of these facts, it is not 
difficult to understand Britain’s decision to reduce defense expendi- 
tures. They have, however, attempted to maintain equal defensive 
strength, and we would hope that any other NATO government 
which might similarly reorganize its defense program would likewise 
concentrate on maintaining defensive strength. 

We are also concerned that the buildup of German military forces 
is not progressing as rapidly as we had hoped. While not denying 
previous commitments to NATO for a total of 500,000 men, the Ger- 
man Government has indicated that budgetary, political, and tech- 
nical considerations make it impossible to indicate at this time when 
these goals will be reached. In appraising the delays we must never- 
theless recognize the real political problems which rearmament 
presents in Germany, where memories of Germany’s bitter experiences 
in two world wars are still fresh, and where the opposition parties in 
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an election year have been able to make a major issue of the rearma- 
ment program. We do not doubt the German Government’s: de- 
termination to fulfill its defense commitments, much as we regret the 
delays which the buildup has encountered. 

In addition to its economic and military problems, NATO has 
also been confronted with difficult political problems. The political 
differences which occasionally arise among the allies receive a great 
deal of public attention, sometimes more than is justified. However; 
differences such as those resulting from the military action m the 
Middle East and from the Cyprus dispute cannot be lightly brushed 
aside. The political strains caused by the Middle Eastern crisis 
have now been largely repaired, but we must anticipate recurring 
political differences within the Atlantic family, particularly with 
respect to issues involving relations with non- -European areas. The 
important thing to remember is that we should not exaggerate these 
differences. None of them has impaired the fundamental solidarity 
of NATO. In fact, NATO has often served as a useful instrument 
for minimizing their consequences. 

Another problem that requires special attention is the unceasing 
campaign of the Soviet Union and its political henchmen to sow 
dissension among the Atlantic allies, to frighten governments and 
peoples into a state of neutralism and to convince Europeans that it 
would be advantageous to seek an accommodation with the Soviet 
Union on Soviet terms. Recent Russian moves in this direction have 
been rather crude, as exemplified by the warning notes sent to various 
allied governments. The firm replies sent by various NATO coun- 
tries show that the effect was just the opposite of what the Russian 
rulers hoped for. Nevertheless, we must expect this campaign to 
continue without abatement, and perhaps in a more subtle fashion. 
Communist influence in Europe was dealt a severe blow by the bloody 
Soviet suppression of the revolution in Hungary and the Soviet rulers 
are now seeking desperately to recover the tactical position they 
enjoyed before the Hungarian tragedy. Some day they will learn 
that they cannot have their dove of peace and eat it too. 

There are many other difficult problems which we must deal with 
during the months ahead. As I told this committee last year, NATO 
just isn’t the kind of operation that we can ever expect to wrap up 
and forget about. It demands constant attention and constant 
effort by every member, including ourselves. However, past experi- 
ence gives us every reason for confidence in our collective ability to 
solve the problems now confronting us and to move forward steadily 
toward a stronger and more advantageous relationship. So long as 
the United States remains determined to do its part to make the 
alliance a success, I believe the other members will do likewise. 

Obviously, “doing our part” involves a great many things other than 
the military assistance program. I am thinking of such things as the 
maintenance of our own foreign military forces in Europe, our will- 
ingness to consult and deal with our allies as equals, and our attitude 
on various policy issues that affect their vital interests. The process 
of doing our part runs the whole gamut of our European diplomacy. 
However, it is clear that mutual security assistance is an indispensable 
element in this process. 

I will not attempt to describe in specific detail the projected use of 
the funds now being requested. Officials of the Department of De- 
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fense will be prepared to provide detailed information on this subject. 
However, I would like to call attention to the following key points: 

The bulk of the European program is designed to provide military 
and defense support assistance to European countries, primarily our 
NATO allies, with emphasis again this year on modern weapons. 
The proposed mutual defense assistance programs when the European 
share of various global programs are included, amount to approxi- 
mately $908 million out of the total mutual security program for 
Europe of about $945 million. The remainder of the proposed pro- 
gram is primarily for special programs in Yugoslavia and West Berlin, 
plus modest but important technical cooperation and exchange pro- 
grams. 

The defense-support program in Spuin is, of course, closely related 
to our agreement with that country for the construction and joint 
use of important naval and air bases. We are also proposing a small 
technical assistance program in the amount of $1 million, funds for 
which are requested under title II1: Technical Cooperation. 

In the case of Yugoslavia, we are requesting special assistance plus 
$2.5 million for technical cooperation. Although Yugoslavia is not 
allied with the United States, we continue to have a very great in- 
terest in this country’s ability to maintain its independence. As the 
only country that has successfully pulled away from the Soviet orbit, 
Yugoslavia exercises a great psychological influence upon the entire 
satellite area, and the maintenance of its independence is, therefore, 
of special importance at this time. 

Although our assistance to Yugoslavia is relatively small, there have 
been occasional objections to this assistance on the grounds that 
Yugoslavia is still a Communist country. There can be no question 
about the fact that its Government is founded upon the Communist 
philosophy and that we have no sympathy for this philosophy. How- 
ever, Yugoslavia has successfully resisted Soviet efforts to bring it 
again into the Soviet political and military system. Moreover, it is 
important to remember that Yugoslavia, unlike Russia and its puppet 
states, is not engaged in efforts to force its philosophy upon other 
countries. It has maintained a position of true neutrality. In the 
meantime, its need for outside assistance remains acute, because it is 
spending a very large portion of its national income for defense. The 
essential question facing the United States, therefore, is not whether 
we agree with Yugoslavia’s political and economic philosophy, but 
whether we want Yugoslavia to be able to stay independent. I 
believe our national interests in this matter are clear. 

Little needs to be said about the special economic assistance re- 
quested for West Berlin. Many Members of the Congress have had 
an opportunity to visit this key Western outpost, and fully understand 
its strategic and psychological importance. Because of its isolated 
geographic position, West Berlin will continue to face extraordinary 
economic difficulties, and we are determined to do whatever is neces- 
sary to assure its survival. 

Secretary Dulles has already described certain proposed changes in 
the mutual security legislation which are designed to improve the 
operation of the program. Some of these changes, such as the estab- 
lishment of a development loan fund under title II of the act, would 
have little impact upon the European area. On the other hand, the 
changes which are aimed at a clear-cut separation between military 
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and economic assistance should prove highly beneficial to European 
operations. First, we propose that the concept of defense support, 
which has caused some confusion in the past, be redefined to exclude 
all forms of aid not directly related to military purposes of other 
countries. Next, we propose that the funds for defense support, 
together with the funds for military equipment and training, be 
appropriated to the Department of Defense under a continuing 
authorization. 

These changes would have both psychological and administrative 
advantages. It makes no sense for us to regard our contributions to 
collective military programs as “aid,’”’ intended primarily to benefit 
the receiving nation, and as having no relation to our own defense 
needs. There is no logical reason, for example, why we should pay 
the costs of keeping American troops in Europe from Defense Depart- 
ment funds and: at the same time, handle in a separate appropriation 
funds to help and train the Allied troops who stand beside them. Our 
national safety depends upon the effectiveness of the whole defense 
system—not just our own part of it—and we should act accordingly. 
I am convinced that the proposed arrangement now before the Con- 
gress represent a straightforward and businesslike approach to the 
problem. It will serve to eliminate misunderstanding as to the true 
function of military assistance, will facilitate the coordination of 
national and international defense activities, and will provide a sound 
basis for long-term planning. 

In conclusion, I would like to emphasize once more that this program 
yields dividends—dividends in United States security. It can be 
operated more efficiently, and I have mentioned some of the changes 
which the administration is proposing this year to that end. The 

rogram, however, cannot be dispensed with or drastically reduced. 
his would be false economy, jeopardizing the security of our Nation. 
I am sure that the Congress knows this as well as I. 

Mr. Passman. Thank you, Mr. Secretary, for an informative 
statement. 

Two other gentlemen are present who will testify before we proceed 
into general questioning. 

It might be proper, Kiwiien’ for me to observe at this point that 
many of the statements you have just made are in all probability 
your own opinion, and not necessarily the opinion of all the people 
who have been associated with this program for many years. 

You say: 

There is no logical reason, for example, why we should pay the costs of keeping 
American troops in Europe from Defense Department funds, and, at the same 
time, handle in a separate appropriation funds to help and train the Allied troops 
who stand beside them. 

Congress has decided differently from the manner in which you 
view the matter, but we shall discuss that later. 

At this time we shall hear from Mr. Stuart H. Van Dyke, Regional 
Director, Office of African and European Operations, International 
Cooperation Administration. 


STATEMENT OF RecGionaL Director, Orrick or AFRICAN AND 
European Operations, ICA 


Mr. Van Dyke. Mr. Chairman, I have a brief statement which, 
with your permission, I should like to read into the record. 
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Mr. PassmMan. Kindly proceed, sir. 

Mr. Van Dyxer. Mr. Chairman and members of the committee, 
there are a few general observations I would like to make before 
discussing the specific economic programs proposed for Europe in 
fiscal year 1958. 

EUROPE’S ECONOMIC SITUATION 


The increases in Europe’s trade, productivity, and output in recent 
years are grounds for optimism about the future. These advances 
have enabled per capita consumption in Europe to rise by about 
30 percent between 1948 and 1956. They have also encouraged 
Western European nations to take an increased interest in the 
economic growth of the underdeveloped areas of the world. In 1955, 
for example, an estimated $1.4 billion in public and private capital 
flowed into these less-developed areas from Western Europe. 

The most important single development in Europe’s economic 
affairs in the past year has been the progress toward more effective 
European cooperation. New steps were taken in the economic and 
technical field which have significant implications for European and 
Atlantic unity. The six nations already joined in the European Coal 
and Steel Community (France, Italy, Germany, Belgium, Luxem- 
bourg, and the Netherlands) have completed treaties to establish a 
common market and a community for common development of 
nuclear energy for peaceful purposes (EURATOM). A third major 
initiative is the effort to form a broad European free trade area under 
which the United Kingdom and other interested OEEC countries 
would be associated on a multilateral basis with the more tightly 
linked six-nation common market. 

The total effect of past economic programs has been to add to 
United States security and prosperity. European economic growth 
and United States growth support each other, both through direct 
trade and through Europe’s assistance to the growth of other areas 
trading with the United States. The value of commodity trade 
between Europe and the United States increased by 75 percent 
between 1950 and 1956. Moreover, Europe is increasingly able to 
support large defense establishments and to assist in the economic 
development of less developed countries. 


PROGRAM TREND 


United States economic programs in Europe are again primarily 
designed to serve specific United States strategic interests in a few 
special situations. The right-hand chart on page 6 of your presenta- 
tion books shows proposed totals of $30 million for defense support 
and $33.4 million for special assistance, technical cooperation, and 
joint control areas programs in Europe in fiscal year 1958, a regional 
total of $63.4 million. This compares with $115.3 million shown for 
the previous year. During the past year requirements arose—as in 
the case of the Hungarian refugees and loans to Iceland—calling for 
assistance under section 401 which were unforeseen at the time of 
the fiscal year 1957 budget presentation. This may happen again in 
fiscal year 1958, in which event it would be necessary to use special- 
assistance funds to supplement the $63.4 million illustrative program 
now presented. There may also be cases in which development fund 
loans would be found appropriate in the European area in fiscal year 
1958, for example in Spain. 
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PROGRAM COMPOSITION 
SPAIN 


In fiscal year 1958, Spain would again have a major share of the 
total program. This program includes defense support in connection 
with our agreement for the construction and use of military bases in 
Spain and a small technical-cooperation program. 

The defense-support program and a sales program under Public 
Law 480 would bring essential commodity imports into Spain. These 
would be largely surplus agricultural commodities, but the defense- 
support program also would include industrial raw materials needed 
in maintaining basic production of consumer goods. The commodity 
imports would generate local currency for use in economic develop- 
ment, as well as for United States military and other uses. 

A $1 million technical cooperation program is proposed in order to 
continue assistance to Spanish agriculture in developing improved 

ractices and to Spanish industry in introducing modern business and 
industrial techniques. 

The programs planned for Spain would help to relieve Spain’s 
balance of payments deficit. Spain might also wish to apply for 
development fund loans to meet some of its critical requirements for 
development in rail transportation, power, irrigation and other key 
sectors. 

YUGOSLAVIA 


Special assistance of $15 million for Yugoslavia is included in the 
fiscal year 1958 programs. As indicated in the presentation book, the 
emphasis would be on industrial raw materials and equipment needed 
from the dollar area to help break production bottlenecks. This 
program, together with anticipated Public Law 480 sales, is intended 
to enable Yugoslavia to obtain its minimum import requirements 
without undue reliance on the Soviet. 

A $2.5 million technical cooperation program is also proposed, 
largely for the training of Yugoslavs in the United States and Western 
Europe and for the assignment of American technicians to Yugoslavia 
to help develop greater understanding of United States concepts and 
techniques in agriculture and industrial management. This repre- 
sents an increase over the amount provided for in technical assistance 
in prior years and reflects the increased recognition by Yugoslavia of 
the mutual advantage of expanded contacts with the United States and 
our European allies. 

In previous years such technical assistance activities in Spain and 
Yugoslavia were funded from defense support appropriations. The 
change to technical cooperation now proposed is a nominal one, and 
merely reflects a technical rearrangement of aid categories. Similar 
activities in other regions are likewise financed by technical coopera- 
tion funds. 


EUROPEAN TECHNICAL EXCHANGE 


We also propose to continue the European technical exchange pro- 
in at $2.3 million, compared to $2.5 million in fiscal year 1957. 
his program would serve to maintain United States support for the 
highly successful and growing cooperative effort of the OEEC countries 
to strengthen institutions and practices promoting increased pro- 
ductivity. The work of the European Productivity Agency has 
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gained increasing support from European nations which now carry 
the major share of the costs. In this connection, we propose to 
continue certain special projects in the trade union and other fields 
outlined on pages 112 and 113 of the presentation book. 


REGIONAL SCIENTIFIC AND ENGINEERING PROGRAM 


The fiscal year 1958 program also includes $800,000 of special assist- 
ance funds to support European efforts for accelerating the training 
of scientific and engineering personnel in order to close the widening 
gap between Western requirements and availabilities of highly skilled 
manpower. The United States has been cooperating in NATO and 
OEEC analyses of Western needs and of Soviet activity in this field. 
The proposed funds would be used to finance training and encourage 
the most effective use of Europe’s available technical education facil- 
ities. In carrying out these programs, ICA has arranged to work 
closely with the National Science Foundation and other interested 
agencies. 

JOINT CONTROL AREAS 


Mr. Elbrick has already mentioned the importance to the United 
States of continuing certain joint control areas programs. The pro- 
posed fiscal year 1958 program is $11.5 million, compared to $12.2 
million in fiscal year 1957 and $18.9 million in fiscal year 1956. This 
is primarily for continuation of assistance to West Berlin. Except 
for the small technical assistance portion of this program, the funds 
would be used to purchase surplus agricultural commodities for sale 
to West Germany under section 402, with the local currency proceeds 
to be used for Berlin programs. 


COST COMPONENTS 


Of the program total of $63.4 million, $56 million would be used to 
provide commodities—roughly, half surplus agricultural commodities 
and half industrial raw materials and equipment. The balance of 
the program consists of technical assistance activities, with more than 
$6 million in the form of project assistance as shown on page 1 of 
the statistical supplement book. Participants to be brought to the 
United States for training represent the largest single project assistance 
element in terms of costs—more than a third. Contract services, 
including the provision of technical personnel and training facilities 
by private organizations, represent the next largest cost component— 
almost a fourth. Supplies and equipment and United States-employed 
technicians represent about the same share of total costs—about 13 
percent each. 

PERSONNEL 


As this breakdown of technical assistance costs indicates, the ratio 
of United States-employed technician costs to total program costs is 
quite low (about 1 to 7). The number of United States employed 
technicians on duty on June 30, 1958 is expected to total 64. This is 
about the same total as on June 30, 1956 but an increase from June 
30, 1957 due to adjustments in the Spanish program. Similarly, the 
42 contract technicians expected to be on duty on June 30, 1958 is 
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about the same as in fiscal year 1956 but somewhat higher than in 
fiscal year 1957. This is because of the added personnel require- 
ments of the scientific and engineering program which will need to be 
met through contracts with private organizations. 

Training of European participants is expected to cover 1,363 
persons in fiscal year 1958. This is less than the number in fiscal 
year 1956 but holds the level at about the same as in fiscal year 1957, 
despite the requirements of the scientific and engineering program. 


PIPELINE 


The reduction of economic aid to Europe is reflected in a rapidly 
declining pipeline of unexpended obligations, from over $300 million 
at the beginning of fiscal year 1956 to an expected level of $98 million 
in defense support and $7 million in other programs at the end of this 

ear. Continuing programs in Spain, Yugoslavia, West Berlin, and 
in technical assistance are expected to account for a little over $60 
million in unexpended obligations at the end of fiscal year 1958. 


CONCLUSION 


It continues to be a United States objective that Europe remain 
strong and a firm ally. This objective now involves no substantial 
economic assistance. It does require our continuing concern with 
Europe’s economic progress because of Europe’s importance to us as 
a military ally, a customer, and a source of capital and other assistance 
for the newly developing areas of the world. 

Mr. Passman. Thank you, Mr. Van Dyke. 

Your statement is not classified, is it? 

Mr. Van Dyke. No sir. 


AID TO YUGOSLAVIA 


Mr. Passman. I should like to direct attention to page 3, where it 
is stated that special assistance to Yugoslavia is $15 million. 

Now please turn to page 1 of your justification, wherein special 
assistance is classified. 

How do you justify the fact that the information is classified in one 
place and not classified in another? 

Mr. Van Dykz. Since the book was printed, Mr. Chairman, we 
felt it wise and desirable to declassify that figure. We believe this 
a should be available to the full Congress and to the American 
people. 

Mr. Passman. How would the committee have any knowledge of 
this matter unless we are informed and you do declassify the infor- 
— This type of practice could certainly re-create much con- 
usion. 

Mr. Van Dyxe. You are entirely correct, Mr. Chairman. 

The information, incidentally, also appears in this booklet which is 
available to the public on an unclassified basis. 

Mr. Passman. It is difficult to determine what is classified and what 
is not classified from the variation in the statement and what is printed 
in the book. 

Mr. Van Dyke. That is right. 
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SraTeMENT oF Director, European Recion, Orrice or AssIsTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. PassMan. We shall hear now from Brig. Gen. John S. Guthrie, 

Director, European Region, Office of the Assistant Secretary of 
Defense for International Security Affairs. 
‘- General Guturin. I have here a prepared statement which is un- 
classified. However, the material included therein is covered more 
fully with the charts which are also unclassified, although I have 
classified data on cards in my hand. 

Would you prefer me both to read the statement and use the 
charts? 

Mr. Passman. Since you have a very brief statement, General, and 
it is customary for the witnesses before the committee to read their 
statements, kindly read the statement into the record. 

Then if you care to elaborate with charts you may do so as you see 
fit. Is that procedure agreeable with you? 

General Gururie. All right, sir. 

Mr. PassMan. Please proceed. 

General Guturig. Mr. Chairman and members of the committee, 
in its military assistance programs for Europe, the objective of the 
United States is to strengthen the NATO shield force, and to assist 
certain non-NATO nations in their resistance to Soviet aggression. 
To achieve this objective, we are pursuing simultaneously two specific 
courses of action. First, we are helping to provide our NATO 
partners with those advanced weapons and other modern equipment 
which they require in order to form an effective deterrent against 
the constantly increasing capabilities of the Soviet bloc. Secondly, 
we are helping to provide essential maintenance support and training 
to NATO and other European forces. Although planning for to- 
morrow, we must remain prepared to fight today’s wars with today’s 
weapons. United States maintenance, replacement, and training pro- 
grams are essential if we are to do so. 

The total request for military end item and training assistance in 
the European area for fiscal year 1958 is $635 million. For advanced 
weapons to all our NATO partners, $296.5 million is requested. This 
sum has not yet been specifically allocated among the several NATO 
countries. In addition, a total of $18.1 million for new weapons is 
included within the fiseal year 1958 country programs, for which 
specific allocation has already been made. 

In order to provide conventional end item and training assistance 
to our European NATO partners and to non-NATO nations such as 
Spain and. Yugoslavia, $338.5 million is requested. Such programs 
for Greece and Turkey, not included in this figure, are discussed in the 
Middle Eastern presentation. 

Spain and Yugoslavia present special situations. The program for 
Spain is designed to strengthen Spanish forces supported by military 
assistance program since the conclusion of the United States-Spanish 
defense agreements of 1953. It provides training and maintenance 
support. for equipment furnished under prior-year programs. ‘The 
proposed program for Yugoslavia is designed to provide the main- 
tenance support necessary to enable Yugoslav forces to meet their 
local defense needs. 
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In order that a greater proportion of United States assistance may 
be devoted to providing advanced weapons to the NATO countries, 
we are urging that recipients assume a progressively larger share of 
the burden of their own maintenance costs, particularly with respect 
to the support of conventional forces. This effort is bearing fruit, and 
would be materially assisted by a multiple-year authorization for 
military assistance funds and by the establishment of a fund to finance 
credit sales. Separate negotiations have been conducted with MAP 
recipient countries, particularly in the NATO area, to secure their 
agreement to undertake increased responsibility for spare parts 
support. Such negotiations take into account the capability of each 
ae to provide its own spare parts, attrition replacements, over- 
haul and rebuild facilities and training ammunition. Negotiations 
are conducted with recipient nations on a service-to-service basis b 
United States military assistance advisory groups, in consultation with 
embassy and ICA representatives, and have been successfully con- 
cluded in more than half of the European NATO countries. 

It is also proper to point out that the United States is not the only 
nation that is contributing to the support of the European NATO 
countries. The Dominion of Canada has rendered substantial assist- 
ance to our common partners during the years since the establishment 
of the treaty organization. In the 7 years ending in March of this 
year, Canada has provided almost $1% billion in military assistance 
and training to European NATO countries. Considering the size and 
productivity of our 2 nations, this compares favorably with the 
almost $12% billion which has been furnished by the United States 
during the same period. 

Two developments with respect to the German Federal Republic 
are noteworthy: 

First, a number of German divisions with very real, though as yet 
limited, combat capabilities will soon be committed to NATO. 

Second, Germany’s outstanding recovery has now made possible a 
complete transition from grant aid to a military sales program in the 
procurement of materiel. Large orders have already been placed 
under a military sales agreement negotiated last fall. Deliveries 
under the past grant aid commitment made in 1953 and confirmed in 
October 1954 are still being made, phased to the progress of the 
German buildup. These two developments have laid the foundation 
for a substantial and increasingly important German contribution to 
the defense of Western Europe. 

The examples of Canada and the Federal Republic of Germany 
demonstrate that the United States is by no means footing the entire 
bill for European defense. Our partners in NATO have since 1950 
made contributions to the common defense effort very much in excess 
of the amounts that we have spent for military assistance to them. 
A comparison shows that the European NATO countries (excluding 
Greece and Turkey) have spent about $6.35 to help themselves for 
each dollar we have spent to help them. 

I notice Mr. Elbrick used the figure $8 to 1 which is valid for the 
year 1956. My figure of $6.35 is as of the overall period, 1950-56. 

It should be emphasized that Europe is receiving a continually 
decreasing percentage of the entire military assistance program. 
Whereas in 1950, Europe received 79 percent of the total military 
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assistance program, now, in 1957, it gets only 25 percent. This 
reduction was made despite the relatively high cost per soldier for 
pay, food, housing, and clothing in the NATO countries—from $420 
in Portugal to $2,504 in Germany. These figures are much cheaper 
than the annual cost of a United States GI—$3,511—but still ex- 
pensive when compared with the soldiers of Middle East and Far 
East countries whom we help to equip. 

Apart from the United States, Europe provides the preponderant 
strength necessary for the defense of the free world. In Western 
Europe, Spain, with strongly anti-Communist orientation, makes an 
important contribution to the common defense by furnishing to the 
United States air and naval bases which enhance our strategic deter- 
rent against the Soviet bloc. 

The North Atlantic Treaty, however, remains the foundation of 
United States security in the European and Mediterranean area. The 
signatories of this treaty accept the defense of Western Europe as a 
collective and partnership responsibility. Military assistance pro- 
vides the vital margin necessary to keep NATO a strong and healthy 
military organization. In the face of the Soviet threat, common 
prudence dictates that we should provide the advanced weapons and 
other aid required by our partners to fulfill their NATO tasks. The 
alternative is a unilateral undertaking by the United States to protect 
an area which must remain in friendly hands if our security is to be 
preserved. 

Mr. Passman. Thank you, General Guthrie. 

Now do you wish to proceed with your charts? 

General Guturikz. Yes, sir. 

Under our organization in ISA, sir, I would like to point out first 
that my region of responsibility includes the European countries and 
excludes Greece and Turkey as members of NATO. Neither are we 
= with Canada and Iceland, which are likewise members of 

ATO. 

When I say European NATO, therefore, I refer to the countries 
minus those I have excluded. 


EUROPEAN MILITARY SITUATION IN 1950 


My first chart represents the military situation in Europe with the 
Soviet bloc, including the satellite countries outlined in red. Their 
military strength, according to our best estimates, is shown here on, 
about 255 line divisions, some 22,500 operational aircraft, and the 
second largest navy in the world, including notably some 400 sub- 
marines. 

Back in 1950, at the start of NATO, we found ourselves in this 
area with some 15 operational airfields, about 27 divisions of various 
types, 288 combat vessels, about 465 jet aircraft, and some 2,000 
tanks, primarily of World War II vintage. 
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EUROPEAN MILITARY SITUATION IN 1957 


The effect of 7 years of military aid is indicated graphically here. 
We can now count some 150 operational airfields in our area, many 
more active and reserve divisions; operational vessels which includes 
only major combat vessels, submarines, destroyers and above; 
thousands of jet aircraft of all types; and a manifold increase in tanks. 

Naturally this has all led to better organization, training and 
morale in our allied countries. 

It should be mentioned here, also, that the German buildup which 
is behind schedule but is progressing on a steady and sound basis will 
soon be felt to the extent of five more divisions in the very near future. 

As I mentioned previously, for every dollar we have spent during the 
years 1950-56, our NATO allies have spent $6.35 for their own 
defense budgets. 

How was this done? Shown graphically here is the figure of the 
expenditures made by the United States for the defense program in 
this region, rising to the high in 1953 of $3.2 billion and tapering off 
to a figure of $1.7 billion for 1956. 





EXPENDITURES OF EUROPEAN NATO COUNTRIES 


At the same time we were distributing these amounts, our Euro- 
pean allies were spending the amounts shown in lighter blue. The 
peak year of 1953 shows they spent 12.8 as compared to our 3.2, for 
a total of $16 billion that year. 

In 1956 they are spending about 8 times, some $13.1 billion, as 
compared to our $1.7 billion, for an overall total for the period of $78 
billion which they have spent against $12 billion roughly that we 
have spent. 

Mr. PassMan. Does that figure constitute the total contribution 
of all NATO nations to the security of their countries? 
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General Gutnriz. The European NATO nations. 

Mr. Passman. Compared to the amount we spend in our country, 
plus the funds we give to them, is not our expenditure several times 
greater on a per capita basis? 

General Guturiz. I should say so; yes, sir. 

This brings about what we refer to as the changing picture. Taking 
worldwide military assistance as a whole, back in 1950 some 79 
percent of it went to the European area with only 21 percent being 
allocated to the rest of the world. 

Now in 1957 Europe is getting 25 percent compared to 75 percent 
for the rest of the world due to the progress they have made in 
developing their defense forces. 

I mentioned a moment ago the comparative figures of the cost per 
soldier for the United States, $3,511 per year, considering pay, food, 
clothing, and housing. In my area the other nations stack up from 
$420 in Portugal to $2,504 in Germany per soldier per year. To the 
best of our estimates, Yugoslavia is $375 per soldier per year. 

Mr. Gary. What is the cost per year for a soldier in France? 

General Gururiz. France is $1,440, sir. This, of course, does not 
include equipment and weapons. It is pay, food, clothing, and hous- 
ing. The pont of this chart in my opinion is that despite the com- 
paratively high costs per soldier for all nations in this NATO area 


compared with the underdeveloped and more primitive nations which 
we are also helping is that in spite of the expense these nations have 
gone to for their own defense, they have still been willing to do as 
much as they have done and have, of course, checked any spread of 
communism in Europe since NATO was founded. 
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GOAL OF EUROPEAN MILITARY PROGRAM 


Now these feuree indicate five key items of the defense program in 
general, the military program, ammunition, artillery, aircraft, ships 


and tanks. These columns represent schematically the 1950 to 1957 
program. 





PROGRESS IN EUROPEAN MILITARY PROGRAM 


Shown in the amber bars is the progress we have made at the end 
of 1957 toward providing these. They run some 85 percent in ammu- 
nition, 94 percent in artillery, about 82 percent in aircraft and ships, 
and about 99 percent in tanks. 

For 1958 we have added to the total column about 10 percent of 
ammunition, practically nothing in artillery, and less than 2 percent 
in the other 3 categories of aircraft, ships, and tanks. 

Mr. WieecLteswortH. You mean as a goal? 

General Gururiz. That is what we have asked for for 1958, divid- 
ing down our request in these items. 

r. WigGLEsworTH. Does that increase the percentages you just 
gave us? 

General Guturiz. Yes, sir. These percentages were taken on the 
original columns. This increases it by 10 percent here, and about 
2 percent in the last 3 columns. 


PROGRESS TOWARD AMMUNITION GOAL 


Mr. WiacLeswortu. So you have 95 percent of the goal in terms 
of ammunition? 

General Guturig. Yes, sir. 

Mr. Forp. May I ask a question? 

Mr. Passman. Certainly. 
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Mr. Forp. What was the figure through the 1957 program for 
‘ammunition? 

General Guturiz. Accomplished in rounds, you mean, sir, or in 
percent? 

Mr. Forp. However you submitted them. 

General GutHriz. 85 percent. 

Mr. Forp. The proposed 1958 program will do what? 

General Gururis. [t will increase the original program by 10.5 
percent. 

Mr. Forp. You will not increase the goal, but you will increase 
your accomplishment within your previous goal; is that right? 

General Guturie. No, sir. We are adding to the goal ‘of 1950-57 
this 10 percent higher total. 

Mr. Forp. Which will leave you how much not accomplished? 

General Gururin. As of the end of 1957 it would be about a 25 
percent differential there instead of 10 percent. 

Mr. Forp. How much will not be accomplished at the end of fiscal 
1958 assuming you get all your money? 

General Gururie. It depends on what is delivered during 1958. 

Mr. Forp. The point is this: Have you expanded your program 
or are you just accomplishing more within your previous program? 

General Gururiz. No, sir, we have expanded the program in 
this case. 

Mr. Forp. Would it be true then that the percentage of accomplish- 
ment would be less? 

General Gururis. That is correct, of the grand total. 

Colonel Crirz. May I speak to that, sir? 

Mr. PassMan. Yes, of course. 

Colonel Crirz. At the end of fiscal year 1958, your original question, 
sir, we should have delivered all of the 1957 and prior year programs in 
ammunition. The undelivered balance would probably be, my 
estimate, at this time, the undelivered balance would be the 1958 
program, which we are proposing. 

Mr. Forp. May I ask another question? 

Mr. Passman. Continue, Mr. Ford. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Forp. I gather from your accomplishments here that no longer 
does he have that fear, because you have gotten up to at least 
in Europe. 

Colonel Crirz. In Europe, Mr. Ford, that is correct. 

Mr. Forp. Which is the goal that the Chiefs of Staff feel to be 
adequate? 

Colonel Crirz. No, sir. 

Mr. Forp. That is all. 

Mr. WiacteswortH. May I ask one question? 

Mr. Passman. Yes, Mr. Wigglesworth. 

Mr. Wiaa.teswortH. Do I understand that what you have just 
said about ammunition goes for the other categories on the chart— 
that is, that at the end of 1958 you should bave completed the pro- 
grams through 1957? 

Colonel Critz. Mr. Wigglesworth, I could not say that that would 
be true in all cases of aircraft and ships. They are longer lead-time 
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items, sir, and take longer to produce and deliver. In the smaller 
items, generally speaking, sir, I believe that would be true. 

Mr. Passman. You may proceed, General. 

General Gururiz. My next chart indicates schematically how the 
money is to be used, considering our total, 1950 to 1957, of roughly 
$12 billion. We are asking in 1958 for Europe for $338.5 million, 
exclusive of new weapons, 

Mr. ALEXANDER. How about new weapons? 

General Gururier. I will cover that in a moment, sir. The $338.5 
million is broken down as slightly less than half, or $161 million, in 
what we call force improvement, and about $177 million, slightly over 
half, in force maintenance. Added to this is the total of $296.4 
million for new weapons, making in all some $635 million requested 
for our area. 

NEW WEAPONS PROGRAM 


Mr. ALEXANDER. What effect will the new weapons have on your 
ammunition? 

General Guturix. The new weapons, when they are received by our 
allies, will present a problem of storage of ammunition. I thought I 
might run over for the committee the general size of the new weapons 
program which we had in mind. 

For 1957—these are, of course, for our allies—Nike battalions, 
Honest John battalions, Matador squadrons, Corporal battalions, con- 
version kits for F—84 aircraft, F—100 aircraft squadrons plus training 
and early-warning equipment, which for 1957 came to about $360 
million. 

Mr. Mituer. Might I ask this: The money you are mentioning for 
these various battalions, et cetera; is that the equipment for: these 
battalions, or do we pay something for organizing? 

General Guturiz. We pay something for training. 

Mr. Miutuer. The money includes weapons and training? 

General Gururre. Yes. 

Mr. Mituer. But they are foreign troops? 

General Gururier. Yes, sir. 

Mr. Miuter. These battalions you speak of, for instance, would be 
French, British, whoever they might be? 

General Gururiz. That is correct. 

Mr. Mriuter. Our money goes for training and equipping them? 

General Guturie. That is right; not all their training, but the 
training that is peculiar 

Mr. Miuter. That we have to give because nobody else can? 

General Gurariz. That is correct. For some of the weapons a 
great number are brought over here, notably the Nike. Others we 
shall accomplish in Europe. 





TRAINING AND HARDWARE COSTS OF NEW WEAPONS PROGRAM 


Mr. Miuter. Have you an estimate as to the breakdown between 
training costs and costs of the hardware? 

General Gururtir. Yes, sir. In the 1957 program, which I just 
listed, we count training as $2.9 million out of $359 million. 

Mr. Mutter. It is overwhelmingly hardware, really? 

General Gururtr. That is correct. For 1958 we plan to allocate 
additional battalions of Nike, Honest John, and F—100 airplanes, and 
the total with the training expenses comes to $296.4 million. 
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These I have given in lumps because they have not yet been 
allocated to the countries. 

In the books before you, on page 21 of the nonregional book, there 
is a total of $18.1 million shown under new weapons which includes 
the weapons which have been allocated so far. That is included in 
the $338 million. 

To sum it up, we believe that 8 years of collective effort has greatly 
increased the forces available to NATO since 1949 and has tremen- 
dously enhanced their effectiveness. Second, modern weapons are 
required for NATO forces to maintain an effective deterrent against 
the Soviet bloc. Thirdly, Germany is providing initial increments 
of a major force contribution to the defense of Western Europe. 
Fourth, MAP assistance to NATO amounts to less than 15 percent 
of European defense costs since 1950. Our partners have contributed 
over 85 percent as compared to our 15, or $12.3 billion and $78 billion, 
PINpCOTEAY 

hat concludes my presentation. 

Mr. Passman. Would you leave that chart in place, General? 
Thank you very kindly. 

I suppose all programs if they are to succeed must have their critics. 
If certain information is not developed in this committee, certainly 
it will not be developed elsewhere. 


POPULATION OF NATO COUNTRIES 


What is the total population of the European nations? 

General Guturin. I have that figure here, sir. 

Mr. PassmMANn. Does that include Spain? 

General Gutrurig. I have an itemized list. 

Mr. PassmMan. Give us the total, members of the NATO nations 
and the other nations we are helping which are not in NATO. 

General Gururie. I have it broken down here but not a grand total. 

Mr. Passman. The approximate number will be satisfactory. 

General Gururizn. About 280 million. 

Mr. Passman. That total is for the European nations in NATO? 

General Gururiz. Yes. 

Mr. Mutter. Does that include Greece and Turkey? 

General Gururiz. No. 

Mr. Mitxier. Or Spain? 

General Guturis. It does include Spain. 

Mr. PassMan. Is our population about 170 million? 

General Gururier. I think that is about it, sir. 


COMPARISON OF UNITED STATES AND EUROPEAN NATIONS PER CAPITA 
EXPENDITURE FOR DEFENSE 


Mr. PassmMan. You stated that the total contribution of those 
nations to their defense in 1958 will amount to $12.3 billion? 

General Gururig. No, sir. 

Mr. Passman. What will our contribution total? 

General Guturiz. That is ours since 1950. Their contribution 
since 1950 is $78 billion. 

Mr. PassMANn. What will their contribution be for 1958? 

General Gururiz. I do not know. I have only up to 1956. 

Mr. PassMan. Let us consider 1956. 

General Gururie. All right, sir. 
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Mr. PassMAN. Just that 1 year. 

General Gururiz. They are $13.1 billion, and we are $1.7 billion. 

Mr. Passman. That is for 280 million people. What was the 
amount of our contribution? 

General Guturier. $1.7 billion. 


Mr. Passman. What amount did we appropriate for national de- 
fense, through the Defense Department, for 1956? 

Mr. Forp. About $32 billion. 

Mr. Passman. Taking into account all phases of our Military 
Establishment, what was the total amount for 1956? 

Mr. Forp. In 1956 it would not be over $35 billion. 

Mr. Passman. During that year the United States, with 170 million 
population, spent $37 billion for national defense as compared to $13 
billion by all the European nations, with a population of 280 million? 

Considered on a ratio basis, it is clearer for people to understand 
what we are spending. In reality, we are spending maybe $10 or 
$12 to protect 170 million population as compared to their expenditure 
of $1 to protect 280 million people. 

General Gururiz. That is right. 

Mr. Passman. Should not this fact be made clear? 

General Guturip. Yes, sir. Of course, you always come back to 
the point that if we did not help these other countries out, how many 
men and how much cost in our national product would there be to get 
the same end result worldwide? 

Mr. PassmMan. Is not that matter subject to debate? 


UNITED STATES MILITARY ASSISTANCE AS PERCENT OF DEFENSE 
EXPENDITURE FOR SELECTED NATO COUNTRIES 


General Gururin. Yes, sir. I have this. You might be inter- 
ested. I have the figures of what percentage of each country’s defense 
budget is United States military aid. 

! Mr. Passman. We should like to have that information inserted in 
the record if it is not classified. 

General Gururre. All right. 

(The information referred to follows:) 


United States military assistance as percent of defense expenditure, selected NATO 
countries 


| 


Calendar 
year 1950-56 


Calendar 
year 1956 


Calendar 
year 1950 
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UNITED STATES DEFENSE EXPENDITURES FOR CALENDAR YEAR 1956 


Mr. Passman. Let us endeavor to develop this point for the record. 
Consider the year 1956, as indicated in your chart and in your state- 
ment, where you inform that all of these European nations, combined, 
spent $13.1 billion for national security. Now, let us consider the 
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defense expenditures of the United States for the same year, includ- 
ing the amount we appropriated directly to our defense forces as well 
as the contributions we made to the European nations. 

In fact, include our total military contribution, our contribution 
that serves the same purpose to all the nations. This would indi- 
cate the amount we spent in national defense, including the contribu- 
tion to all the nations of the world to which we are contributing as 
well as our own national defense. 

(The information referred to follows:) 


United States defense expenditures for calendar year 1956 is as follows: 


Activities outside DOD that meet NATO definition of defense expendi- 
CR ong ten a chien BRN Om eis ithe anak hn aso antes 2. 6 


COMPARISON OF UNITED STATES AND EUROPEAN ECONOMY, 1938-56 


Mr. PassMan. General, were not you in Berlin recently? 

General Guturie. I was never stationed there. I have been there. 
I was in Germany, however. 

Mr. PassMan. Mr. Elbrick, do you have any statistics relative to 
the average economy of Europe now as compared to prewar days? 

Mr. Exvsrick. I think Mr. Van Dyke probably can help us on that. 

Mr. Passman. All right. 

Mr. Van Dyke. I do not think our presentation book takes it back 
as far as prewar. 

Mr. PassMan. Is not it relevant to endeavor to establish the pres- 
ent position of the European nations, their economy today as com- 
pared to prewar days? 

Mr. Van Dyke. We would be glad to supply that additional 
information. 

(The information requested is as follows:) 


Selected economic indicators for Europe and United States 
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Mr. PassMan. They are experiencing a stronger economy now than 
they did prior to World War II? 

Mr. Van Dyxe. There is no question about it. Industrial produc- 
tion is above prewar, trade is above prewar. I think general standards 
of living are above prewar. 

Mr. PassmMan. The question has been asked: If these European 
nations were able to build the vast war machines and defend them- 
selves over a period of many years on.a weaker economy than they are 
experiencing today, why is it now necessary for the United States to 
make such great contributions to them? 

Mr. Van Dyke. That is a question I think General Guthrie and Mr. 
Elbrick might comment upon. 

Mr. Passman. Would you care to comment? 

Mr. Van Dyke. I think the principal item you might want to con- 
sider is the cost of modern war compared to the cost of war in 1940. 

Mr. Passman. If we are discussing economies, the same pattern 
would apply worldwide as to the cost of making war. 

Mr. Van Dyke. Yes, sir. 

Mr. PassmMan. On page 2 of your statement, Mr. Elbrick, you 
comment that the United States assistance in the European area is 
being given not because the nations of free Europe are weak but rather 
because they are relatively strong. Then, on page 9, you state,— 


Economically speaking, our European allies are now standing on their own feet. 


If this is true, why is United States assistance necessary? 

Mr. Exsricx. Mr. Chairman, I tried to cover that but probably 
inadequately in the original presentation. 

The assistance that the United States is now giving to the European 
countries—I believe we will notice it on the chart here—is relatively 
marginal. That is to say, the assistance from the United States pro- 
vides equipment which the European countries cannot provide for 
themselves either because they do not have the technological capacity 
to do so or because they do not have the dollars with which to buy 
these very new and very modern weapons. 

I think without that marginal assistance, the European countries 
would feel that they are not adequately prepared for an emergency 
under modern conditions of warfare, that they would not feel that 
their own defense efforts would be sufficiently effective to make it 
worthwhile for them to keep up the effort they are now exerting in 
Europe. 

BUILDUP OF RUSSIAN MILITARY POWER 


Mr. Passman. How did Russia, with a weak economy and a low 
per capita income and gross national product, in prewar days, become 
so very strong in such a relatively short period? Or do we actually 
have very much knowledge of Russia’s strength? 

Mr. Exsricx. I am probably not competent to answer the latter 
part of the question, Mr. Chairman, as to the knowledge of their 
strength. But I think the reason why the Soviet Union was able to 
build up a successful and large war machine was the fact that the 
Soviet Union operates under an entirely different principle from the 
democratic countries of the West. In a dictatorship, of course, you 
can take everything away from the individual to devote it entirely 
to defense, if you want to. In this country we cannot do that and 
we do not want to do it. This is also true of the democracies of 
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Western Europe. That is the only way in which I can answer your 
question, Mr. Chairman. 

» Mr. Passman. Some of the European countries are not democratic, 
are they? For instance, Yugoslavia. 

Mr. Peniive Yugoslavia is a Communist country. 

Mr. Passman. We would not refer to it as a democratic country? 

Mr. Exsrick. I was not really referring to Yugoslavia when I 
mentioned this fact. I was thinking of the NATO countries of 
Western Europe. 

Mr. Passman. We are thinking in terms of many of those countries. 
We even get out in the Middle and Far East and are making sub- 
stantial contributions—economic aid, technical aid, and military aid— 
to.countries whose systems are about as foreign to our system as is 
Russia’s system. 


NATO COUNTRIES’ EXPENDITURES FOR DEFENSE PURPOSES 


Mr. Elbrick, how much will the NATO countries spend for defense 
in 1958? 

Mr. Exsricx. I do not know how much they will spend, Mr. 
Chairman. 

Mr. Passman. How are we able to arrive at a matching figure with- 
out such information being available? 

Mr. Exsrick. It will depend on how much the NATO countries 
appropriate in their budgets, of course, in 1958. We do not have all 
that information. 

Mr. Passman. The contribution made by Canada has been men- 
tioned. Other than Canada, are other nations of the world contrib- 
uting to the military programs of Europe? 

General Guturiz. Other than Canada and Germany taking care 
of itself, there is nothing in our area. 

Mr. Passman. Germany is taking care of itself? 

Generel Gururigz. Yes. 

Mr. Passman. That is certainly a remarkable fact. 

General Gururtis. Yes, sir. 

Mr. Passman. If the other European nations had the initiative and 
industry of the Germans, would we need to assist any of them? 

General Gururiz. They have a certain amount of natural resources 
and a genius 

Mr. Passman. Those people came from way down under, pulled 
themselves up, and are able now to maintain a strong economy and 
pay for their own military preparedness program? 

General Gururiz. They had a good many years when other coun- 
tries were carrying on what amounted to war. 

Mr. PassmMan. But they have been doing this for hundreds of years? 

General Gururizr. The Germans were not spending anything for 
defense at that time. 

Mr. Passman. But did not initiative and pride have a great deal to 
do with their accomplishments? 

General Gururig. Yes. 

Mr. Passman. These factors contributed substantially to Ger- 
many’s position today? 

General Guturiz. Yes. The Germans were not confronted with 
some of the problems France has been facing in the last few years, 


Pee 8 ne 


a 








474 


colonial problems, Algeria, North Africa, et cetera. The Algerian 
roblem has diverted from NATO at the present time some of the 
orces that the French were maintaining in the center of Europe as 
NATO forces. 

Mr. Passman. How many governments has France had since the 
end of World War II? 

General Guturisz. Off the record, Mr. Chairman. 

(Discussion off the record.) 


AID TO SPAIN 


Mr. Passman. Mr. Secretary, how much money have we spent in 
Spain to date under our mutual security programs? 

Mr. Exsricx. Through fiscal year 1956 we spent $ 
includes military assistance as well as economic. 

Mr. Miuier. Does that include our own expenses in Spain also? 
Does it include the cost of airfields, et cetera? Or is that entirely sep- 
arate from our own military public works? 

Mr. Exsricx. This is a separate expenditure, but I think Mr. Van 
Dyke can explain to you the working of the programs in Spain by 
which we receive back about 70 percent of the counterpart funds, 

Mr. Passman. But those funds are respent in Spain. 

Mr. Exsrick. Yes. 

Mr. Passman. We should not subtract that amount from the total 
contribution we made in these programs because the money did not 
come back to us; did it? 

Mr. Miter. I was trying to get at this. Did that overall figure 
include money we spent in Spain for our own use there or is it only 
the money that goes into the hands of the Spanish Government for 
its use? 

Mr. Van Dyke. The 1953 agreement with the Spanish Government 
on for three different kinds of relationships between the United 

tates and Spain. No. 1 was the economic aid program, No. 2 was 
the military aid program, and No. 3 was a base-construction program. 
The figure Mr. Bibrick has given you covers No. 1 and No. 2, but not 
expenditures on the base-construction program. 

Mr. Passman. Since this is a contribution at least indirectly to 
their economy, and certainly a direct contribution to the national 
defense of Spain, would you be able to inform us how much we have 
pent in Spain to date under all of the security programs, including the 
third program you mentioned? 

Mr. Van Dyke. I think the military representative might give us 
the figure. 

Mr. PassMan. You mentioned 

Mr. Van Dyke. Yes. 

Mr. Passman. May we ask the amount of the total military 
contribution? 

General Guturiz. Under military assistance $352.6 million has 
been programed for Spain. Total expenditures through fiscal year 
1957 are estimated at i 

Mr. PassMAN. You would add that sum to the first amount to 
obtain the total? 

Colonel Critz. That is included in the total. 

Mr. Passman, Off the record. 
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(Discussion off the record.) 

Mr. Passman. You will provide that information? 

Colonel Critz. We will insert it in the record. 

Mr. PassMan. He says the total did not include the sum mentioned, 
and you said it was included in the total. Then, when pressed for an 
answer, you said it was not included. We had better get this record 
straight. 

Colonel Crirz. I was speaking of the military assistance portion 
being included in the total. 

Mr. Passman. I am referring to the American dollars we spent, 

(The information referred to follows:) 

Through fiscal year 1957, Department of Defense expenditures for base con- 
struction in Spain are estimated. at $128 million excluding dollar equivalent in 
pesetas generated under the economic aid agreement with Spain. 

Mr. PassMaAn. Can you state with any degree of accuracy at this 
time the amount of additional funds needed for the program in Spain? 

General Gurnriz. I have the proposed 1958 figure. 

Mr. PassMan. But not besietll that? 

General Guturisz. No, sir. 

Mr. Passman. What is the amount proposed for 1958? 

General Guturiz. Off the record. 

Mr. Passman. Mr. Van Dyke, how does the economy of Spain 
compare now to prewar days? 

Mr. Van Dyke. I think they have about reached their prewar 
level. They had some rather serious economic problems arising from 
15 years of economic isolation from the other countries of Europe and 
are just now overcoming those difficulties. 


AID TO FRANCE 


Mr. Passman. Referring to the total figure for military assistance 
in Europe as $338,509,000 for fiscal 1958, a substantial portion is 
for France. 

How can such a large percentage of the total amount for Europe be 
justified for France? 

General Gururie. If you like, sir, I can give the principal items 
we have. 

Mr. PassmMan. I would prefer for you to explain the basis for 
arriving at the total percentage. 

General Gurnriz. Of course, if you look at the geographical 
location in France, it is very important. Without France, NATO 
would be pretty much of a hollow shell. The French, in the opinion 
of Generel ‘Nosstet, the NATO Commander, certainly have the will 
to resist communism. Although they do things somewhat differentl 
from what we do, the overall opinion of them militarily at least is good. 

Mr. PassmMan. Has France had the will to raise the funds to fulfill 
its agreements as to matching dollars? 

General Guturie. I think they have done quite well. Of course, 
as was previously mentioned, they have been fighting wars of sorts in 
Indochina, Tunisia, and Algeria. 

Mr. Passman. But they have not lived up to their commitments to 
NATO? Would that fact account for the additional appropriation 
requested for France this year? 
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General Gururiz. No, sir. Generally speaking, the troops they 
committed themselves to raise have been raised, but instead of ated 
in Germany, some of them are now in Algeria. 

Mr: Passman. Because they have not made their contribution to 
NATO? 

General Gururig. It depends on the point of view, sir. They 
regard Algeria the way we would regard, say, Alaska. 

Mr. Passman. Do we concur in their thinking in that. respect, 
General? 

General Gururie. We—and when I say “we,” I really mean 
NATO—have accepted it as a fact of life, neither conculTing nor 
nonconcurring. I think our opinion here militarily is the same; that 
it is unfortunate but there it is. We would rather have them in E Surope. 

Mr. Passman. If the question is asked on the floor concerning the 
total of $388,509,000 for the military assistance for all of Europe, “with 
— percent of that amount going to France for fiscal 1958, do you think 
the information you have given is sufficient to properly inform the 
Members? 

General Guturtr. I hope it is helpful. 

Mr. Passman,. It may be helpful, but am I going to be in a position 
of endeavoring to answer the question if it should be asked? 

General Gururie. I was limiting myself to the military side. 

Mr. PassMAN. I am speaking of military only. — percent of the 
total request. for fiscal 1958 is for France. Is not this higher than the 
ratio has been in the past? 

General Gururie. It varies from year to year. 

(Discussion off the rec ord. ) 

General Gururir. Yes, sir; you would be correct. 

Mr. PassMan. How about fiscal 1956? 

Off the record. 

(Discussion off the record.) 

Mr. Ex.srickx. Might I try to help on this? 

Mr. PassMan. Yes. 

Mr. Exsrick, I cannot, of course, justify all of the items that have 
been programed for France, military items, that have been programed 
this year.. I would like to point out that in addition to what General 
Guthrie has said about the strategic importance of France in the 
NATO complex, France has made in years past a pretty sizable mili- 
tary effort. 

In 1956, which is the last year that I have here, France spent about 
8 percent of its gross national product on defense, the United States 
spent about 10 percent of its gross national product on defense. I 
think perhaps this is a fairer way of presenting the problem rather than 
by population, because if you have only so much money, you can 
only spend so much money. 

Mr. Passman. Would not where the money was spent also enter 
into the consideration? 

Mr. Evsrick. Yes, certainly. 

Mr. Muer. Mr. Secretary, on that point, is it not also a fact 
that the military potential of France is far greater with the possible 
exception of West Germany when it is developed, but that actually 
the military power in Europe on our side is stronger potentially in 
France than in any 2 or 3 of the other countries if you leave out the 
British Isles? 
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Mr. Exsrick. Yes. 

Mr. Mixier. Therefore, if you think of it in manpower, it would be 
natural that there would be a larger expense there than in the Benelux 
countries or in Italy? 

Mr. Exsrick. That is right; they are maintaining larger forces. 

Mr. Mutter. They have a much more powerful military establish- 
ment. 

Mr. PassMAN. We still cannot get away from the fact that of all 
the European nations participating in this program, France will receive 

percent of the total, or — out of the $338,500,000. That 
is why I asked the question. Something brought that condition 
about, and we should know what it was. 

I believe, rather than going back into the military history of France, 
as you started to do, possibly you should pin-point the reason for the 
condition existing today. Give us the answers before we adjourn 
the committee. 

(Classified information was supplied to the committee.) 





AID TO YUGOSLAVIA 


Mr. Passman. Mr. Secretary, as the information is no longer 
classified, what is the total amount the United States has spent to 
date in Yugoslavia? I am referring to all programs. 

Mr. Exsrick. This is a classified figure, Mr. Chairman. 

Mr. Passman. Maybe that information has been declassified. 
All the newspapers know what was spent there. Could not we receive 
the information officially? If this is classified, we will go off the record. 

Mr. Exsrick. Off the record, please. 

Mr. PassMAN. Yes. 

(Discussion off the record.) 

Mr. Passman. Mr. Secretary, what evidence do you have that 
Yugoslavia can remain out of the Soviet bloc, especially in view of 
the friendliness and association which has been so evident during 
recent months? 

Mr. Exprick. I think probably, Mr. Chairman, the best answer is 
that they have managed to maintain a certain amount of independence 
of the Kremlin since 1948. Recent efforts on the part of the Soviet 
Union to draw Yugoslavia back into the orbit have been notably 
unsuccessful, Yugoslavia is, of course, as we have already mentioned, 
a Communist country, but ideologically even though it is a Com- 
munist country, it has differed with the Soviet leaders in the Kremlin 
as to the course which communism in any given country should take. 

Mr. ALEXANDER. Mr. Secretary, you would not under any circum- 
stances say that the amount that the United States has contributed to 
Yugoslavia has in any way kept them out of the Soviet bloc, would 
you? 

Mr. Exsrick. May I go off the record? 

Mr. PassmMan. Yes. 

(Discussion off the record.) 


TOTAL BUDGET PROGRAM FOR AID TO EUROPE 
Mr. PassmMan. Mr. Secretary, I note on page 1 of the justification 


book for Europe, the total “Program for Europe’ is shown as 
$401,900,000. 
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Mr. Exsricx. That is correct. 

Mr. Passman. How much would that figure be if the nonregional 
items for Europe were included? 

General Gururisz. The military total part is $635 million. 

Mr. Exsricx. The nonregional new weapons total for NATO 
countries is $296 million. 

General GutTuri£. $296 million. 

Mr. Passman. Making a total of 

Generil Guturiz. Military end items and training, $635 million, sir. 

Mr. Exsricx. The total program, Mr. Chairman, for Europe, 
amounts to $944,605,000, including defense support, infrastructure, 
international military headquarters, packing, crating, handling and 
transportation, and economic assistance. 

Mr. Passman. All right, sir. 

Mr. Exsricx. That would include military assistance as well as 
ee support, and all the nonregional programs such as new 

ons, iiaateotere, facilities, assistance, and so forth. 
r. PassMAN. How much of the overall total of the military is 

nonregional? 

Mr. Murpuy. $955 million, I believe, is the total nonregional 
military assistance. 

Mr. Exvsrick. For Europe? 

Mr. Passman. Yes. 

Colonel Crirz. That is $955.3 million, sir, total nonregional, alto- 
gether, nothing to do with Europe. That is worldwide. 





SPECIAL ASSISTANCE PROGRAM 


Mr. PassMaNn. Referring to page 1 of fiscal 1958 program for Europe, 
what phases are included in the term ‘‘special assistance’’ as set forth 
in column 2? 

Mr. Van Dyke. The definitions of these terms are contained, I 
believe, in the worldwide summary statement. The special assistance 

ory is designed to cover contingencies and to meet conditions in 
which it is believed desirable to extend certain United States assist- 
ance, but where the assistance cannot be directly related to a military 
urpose, such as the maintenance of certain force goals, or access to 
ases. 

Mr. Passman. Is this request being presented in a different form 
this year than in previous years? 

Mr. Van Dyke. Yes, sir. The categories have been redefined— 
defense support, special assistance, et cetera. The definitions are 
available to the committee in the worldwide summary book. 

Mr. PassmMan. But not in the European summary book? 

Mr. Van Dyxeg. No, sir. They have not been repeated in the 
regional books. 

he definitions of these various terms, sir, are contained in the 
worldwide book on page 19 for military assistance, page 31 for defense 
support, page 37 for development loan fund, and page 41 for tech- 


nical cooperation. Special assistance, Mr. Chairman, is the ‘All 
other’ category, for which there is no precise definition. 
Mr. Passman. Should not we receive additional explanation on 


that matter? 
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Mr. Van Dyxe. I think it would be desirable to look at it country 
by country, and in each case the rationale would be somewhat different. 

In the European area there are only four entries under the “Special 
assistance” category. I would be glad to discuss any of the individual 
entries. 

Mr. PassMAn. The Administrator or the President would have wide 
discretion in spending the money in this special assistance program, 
similar to the $300 million in the special fund of the President. Is 
not this in the same category? 

Mr. Van Dyke. Yes. It is in the same category. 

Mr. PassMAN. This means the amount which is unprotected is 
being increased over previous years, but is being done differently 
than in the past? 

Mr. Murphy, I believe you wished to comment concerning this. 

Mr. Murpuy. The request for the special President fund is $300 
million this vear. 

Mr. Passman. Is this special assistance included in that fund? 

Mr. Murpny. Yes, sir. That is part of that. 

Mr. Passman. Should not this be so stated in the book? 

Mr. Murpny. The book shows, Mr. Chairman, in the worldwide 
summary, that in the $300 million that is requested, $100 million is 
programed out for specific items, including this $18 million figure that 
is shown for E urope. 

Mr. PassmMan. But the information is not shown in this book. 

Mr. Murpuy. You do not get it in the European book. The 
explanations are in the worldwide summary. 

Mr. PassMan. It is fortunate that we have all of the books here 
this morning. 

Of the $45 million requested under “Other,”’ how much of the total 
is for technical cooperation, for defense support, or for any other 
programs? 

Mr. Van Dyke. Mr. Chairman, $30 million is for defense support; 
$3.5 million, technical cooperation; $11.5 million for other programs, 
including the joint control areas iten. Special assistance, totaling 
$18.4 million, includes the proposed Yugoslav special assistance, and 
the proposed programs under the European technical exc hange and 
European scientific and engineering categories. 


AID TO YUGOSLAVIA 


Mr. PassmMAN. Inasmuch as the amount for Yugoslavia is declassi- 
fied and we were thinking earlier in terms of $15 million, the total, 
however, is really $15 million, plus ————,, plus $2.5 million. Would 
not the total be ——-— 

Mr. Van Dyke. For Yugoslavia? 

Mr. PassMan. Yes, sir. 

Mr. Van Dyke. No, sir. 

Mr. Passman. Then, what would be the total amount? 

Mr. Van Dyke. Mr. Murphy corrects me. The total Yugoslav 
program would be over ———. ‘That would be a classified figure. 
That includes military assistance. 

Mr. Passman. Have all three columns been declassified, or only 
the special assistance category? 


93522—57——31 
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Mr. Van Dyke. We have declassified special assistance, the 
technical cooperation figure and the total nonmilitary figure, but the 
military figure remains classified. 


EUROPEAN TECHNICAL EXCHANGE 


Mr. Passman. What is the amount requested for the European 
technical exchange? 

Mr. Van Dyke. The total requested for that program, Mr. Chair- 
man, is $2.3 million. This consists of about four different parts. 
One is a cash grant to be made to the European Productivity Agency. 
Then there are small bilateral programs with Iceland, France, and 
Italy. 

Mr. PassmMan. How does this amount compare to the request for 
fiscal year 1957? 

Mr. Van Dyke. This year we requested and received $2% million 
for this program. 

Mr. Passman. What is the total amount being requested for fiscal 
year 1958? 

Mr. Van Dyke. For fiscal year 1958 we are requesting $2.3 million. 


POSSIBLE ENTRY OF COMMUNISTS INTO UNITED STATES OF AMERICA 
UNDER EXCHANGE PROGRAM 


Mr. Passman. Under the broad aspects of this program, is it pro- 
posed to bring Communists into the United States? 

Mr. Van Dyke. There will be people coming to this country from 
Yugoslavia under the technical cooperation program. They are 
normally members of the Yugoslav Communist Party. They come 
as Government officials, and as such, are given official visas by the 
State Department. 

Mr. PassMANn. But they come under this program? 

Mr. Van Dyke. Yes, sir. 

Mr. Passman. What do you mean by “Government officials’’? 
How high are these people in the official family of Yugoslavia? 

Mr. Van Dyke. The ministers and Cabinet rank levels normally 
come under the State Department’s leadership program, or under 
other State Department auspices. Our programs tend to be re- 
stricted to technical people, people at the working level. 

Mr. PassMan. Is this an exception to prior years? 

Mr. Van Dyke. No, sir. That is a continuation of our prior 


practices. 
Mr. Passman. To bring Communists to this country under the 
program? 


Mr. Van Dyke. In this particular case, in the case of Yugoslavia. 

Mr. PassMANn. Do you know of any other countries which would 
be in a similar category? 

Mr. Van Dyke. No, sir. Participants are very carefully screened, 
and subject to the normal checks. 

Mr. PassmMan. Would not such screening apply to Yugoslavia? 

Mr. Van Dyke. The screening applies in all cases. In the case of 
Yugoslavia the individuals come as governmental officials. 

Mr. Passman. If Yugoslavia should wish to get an undesirable into 
the United States, the person could be made a government official, and 
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would, under the exchange program, be permitted to enter our 
country? 

Mr. Van Dyke. There are checks which I think would screen out 
such people. 

Mr. PassmMan. There is a possibility this could happen? 

Mr. Van Dyke. These people are Communists, Mr. Chairman, 
and by definition, we do not agree with them. Nevertheless we 
believe it is in our interest that they see what we have in this country, 
so that they will be shown that there is an alternative to the system 
that they are managing themselves. 

Mr. PassmMan. Thank you, Mr. Secretary. 


PROPOSED PLACING OF MILITARY ASSISTANCE PROGRAM IN DEFENSE 
DEPARTMENT BUDGET 


Mr. Gary. Mr. Secretary, there is one thing about this program 
that is giving me very great concern. 

It has been in effect now for about 10 years. I cannot understand 
why it is necessary to make so many changes in the setup of the pro- 
gram. Heretofore we have had a mutual security program which has 
been recognized, so far as I am concerned, as a defense program; a 
program for the mutual security of the United States and the other 
nations involved, and I have accepted it as such and have supported 
it as such. 

Now it seems to be necessary for some reason to place the defense 
assistance and defense support funds under our own defense budget. 
I cannot understand why that is necessary after all these years, unless 
it is just to make it more palatable to the American people. 

Mr. Exsrick. Well, sir, if I may try to answer this, the chairman 
mentioned something that I had said in my opening statement about 
its being more logical to do this. It does seem to us more logical to 
place all defense expenditures—that is, expenditures devoted to the 
defense of the free world—in a single category. Actually what we 
are doing by giving aid to our European allies is insuring a greater 
defense for ourselves. 

It is for this reason, and this reason alone, that it was considered 
more logical to present the program as a defense program; in other 
words, in the same category as our own defense program, because it 
adds to our own defense. 

I think it was only for this reason that this was done. Actually, 
the program is not very different from the programs of prior years, 
except for the way it is broken down. 

Mr. Gary. As I understand, there is absolutely no change con- 
templated in the administration of the funds. You are just going to 
set them up in the Defense Department budget, and do away, to a 
large extent, with the mutual security program, as such. 

Mr. Evsrick. Yes; and I think you said it makes it more palatable. 
Actually, it will make it more understandable, I think, to the American - 
people, to place these defense support and military assistance funds, 
or appropriations, in the same category as our own defense funds. 

This is a very important point, I think. It is a point that I think 
the people of the country should understand; that this is actually our 
own defense we are talking about. We are not spending this money 
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just for the protection of other people. We are spending it also, and 
more importantly, for our own protection. 

Mr. Passman. There should be no other purpose. I fear, however, 
that once this program should be put into the defense budget, it would 
become figuratively buried in our own national defense figures, and 
the people would not then know what they are spending for foreign 
military assistance. 

Mr. Exsrick. I can only answer that, sir, that we will still come 
to the Congress for appropriations each year. I do not see how any- 
thing could be buried before a committee that is as investigative as 
this committee.is here, for example. I do not think you can bury a 
program. 

Mr. Gary. I do not know. I assumed that even though it were 
placed in the Defense Department budget, the chairman of the Ap- 
propriations Committee could refer that part of the budget to this sub- 
committee, but the logical thing to do would be to let the Defense 
Subcommittee of the Appropriations Committee handle the entire 
defense budget. 

That would seem to be the logical thing to do, if you are going to 
combine them. What the chairman will do about it, I do not know. 
I think that would be one of the questions that would be involved, as 
to whether this Foreign Operations Subcommittee of the Appropria- 
tions Committee would be continued or whether the whole : appropria- 
ates would be referred to the Defense Department Subcommittee. 

Exsrick. That is a question, of course, for the Congress to 
lank 

Mr. Gary. Yes. 

Mr. Exvsricx. However, for convenience’s sake, there are other 
aspects ‘of the program as well. It may decide to continue to consider 
the program as it has in the past, but this is, as I say, a matter for 
the Congress. 

Mr. Gary. I think that is immaterial. Certainly the Defense 
Department Subcommittee is one of the ablest subcommittees of 
the full committee, and they would give it just as thorough considera- 
tion as this committee would. 

They have considerable experience in dealing with these foreign 
situations; probably not as much with this particular program as the 
members of this subcommittee have, but it would be properly handled 
by that subcommittee. That, in itself, would be another means of 
burying the program in our national-defense funds so that the people 
would not know just what is the foreign- -operations program. 

Mr. Exsrick. | cannot help but think—this is a personal ee 
that it would be impossible to bury the program. After all, it is a 
program of great importance, and it is a sizable program. I think, 
in any consideration of the Defense Department’s budget, that this 
item, if it is considered by another committee in the future. would 
stand out and would be one for very serious and thorough examination. 

I am told that it would be a separate title in the Defense budget in 
any event. 

Mr. Gary. You said: 

There is no logical reason, for example, why we should pay the cost of keeping 
American troops in Europe from the Defense Department funds, and at the same 


time handle in a separate appropriation funds to help and train the Allied troops 
who stand beside them. 





ee ee 





483 


After all, they are separate and distinct troops: One, the troops of 
the foreign country that are paid by the foreign country even though 
we put up the money for them; the other, our troops that we pay for 
ourselves. We do make a great many distinctions between our soldiers 
and the foreign troops. 

I can see some reason for doing it in this program, but apparently 
the plan is to combine it with our defense program and to bury it 
there. 


LOSS OF CONGRESSIONAL CONTROL THROUGH USE OF DEVELOPMENT 
LOAN FUND 


The other item that concerns me considerably is the proposal, so 
far as this development-loan fund is concerned, to use the technique 
that has been developed recently which would take that completely 
from under the operation of the Congress. The Congress would be 
required to appropriate $500 million to that fund next year. 

Thereafter, for the fiscal year 1959, the fund would be authorized 
to borrow $750 million from the Treasury, and a similar amount for 
the fiscal year 1960. 

Therefore, the Congress would have no control over those funds 
whatever. They would have no information as to how the funds 
were going to be loaned or spent. ‘They would have no opportunity 
to review the program for which the funds would be loaned or spent. 

This technique, I know, has become very popular. It is being used 
to a similar extent in connection with the highway program. There it 
is not aloan. They do not borrow from the Treasury, but we have 
set up special highway taxes and put them in a spec ial fund. That 
fund is at the disposal of the Bureau of Public Roads. 

They have authority to spend it, without congressional appropria- 
tions and, frankly, I voted against the highway program on that 
account, because I do not think that we ought to spend billions of 
dollars without congressional control. 

We have the loan feature in connection with public housing; it is 
in effect in connection with the Commodity Credit Corporation, and 
various other programs of the Government. 

We simply set up a borrowing organization, give them authority 
to borrow from the Treasury, and the Congress thereby relinquishes 
its control over the funds. 

I think Congress is losing control of the Government. We are turn- 
ing the entire operation over to the executive department. If this 
polic y continues we might as well adjourn and go home. 

Mr. Exsricx. Perhaps Mr. Van Dyke is in a better position to com- 
ment on this, Mr. Gary, but I think that the Congress will have plenty 
of opportunities to go over, and to review the operation of this fund. 

It would, I suppose, act somewhat as the Export-Import Bank, for 
example, acts, in making loans. It has certain discretionary authority, 
but as I understand it, reports are to be made to the Congress on the 
operation of this fund. 

Mr. Van Dyke. I am not familiar with the details of it, but my 
understanding is that in the next 2 years this committee would have 
authority to deny the borrowing authority to the loan fund if it so 
desires. 

Mr. Gary. That is questionable under the language of the act. 
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I do not care to discuss at this time the legal construction of the 
language of the act, but it is questionable in the bill as passed by the 
Senate. Of course, what si Monee committee will recommend, I do 
not know. 

There is a question as to whether, under the language of the bill 
as passed by the Senate, we would have any authority, after this year. 
I = not disposed to argue that question, but there is considerable 
doubt. 

Mr. Exsrick. This is a rather broad question, sir, that might be 
called a global question with respect to this program. We do not 
expect many European countries to be eligible for the development 
loan fund anyway. 

Mr. Gary. I understand. That is another feature. Since this is 
a global program, since it was a new program when we started it about 
10 years ago, the Congress, has, throughout its existence, absolutely 
refused to authorize any portion of the program for more than 1 year. 
Now we set up this loan fund. We put $500 million into it this year. 
We put $1% billion into it the next 2 years. That is a total of 
$2 billion we put into the fund. It then becomes a revolving fund, 
which can go on ad infinitum, unless the Congress affirmatively closes 
it out. 

That is all, Mr. Chairman. 

Mr. PassMan. Mr. Natcher? 


TECHNICAL ASSISTANCE FOR SPAIN AND YUGOSLAVIA 


Mr. Natcuer. Mr. Secretary, your justifications call for technical 
cooperation assistance for Spain amounting to $1 million, and for 
Yugoslavia of $2% million. Why are these two amounts necessary? 

Mr. Exsricx. Could Mr. Van Dyke speak to that? 

Mr. Van Dyke. Under this program, Mr. Congressman, we would 
do several things. We are asking for the funds this year to be appro- 
priated in the same category as our technical cooperation funds for 
the less-developed countries in other parts of the world. These pro- 
grams involve the sending to the United States for training by the 
country concerned, of individuals, largely in the fields of agriculture, 
industrial management, health, and education, and the sending by 
the United States to the country of technicians to assist in establish- 
ing training programs to improve their agricultural production, their 
industrial production, the level of health facilities available to the 
country, and the level of education. 

In these two countries the programs have been quite successful. 
Yugoslavia has indicated an increasing interest in receiving United 
States technical assistance, and you will see the program is going to 
be increased in 1958 over 1957, assuming these funds are appropriated. 

The Spanish Government has been somewhat slower in requesting 
this kind of assistance, but I just received a message the other day 
from our people in Spain to the effect that the head of the technical 
cooperation group in the Spanish Government had asked if it would 
not be possible to increase the amount of money which was available 
under this program. 

There are a series of projects which are listed in the statistical 
supplement, the black book available before you, and I would be 
glad to discuss any of those projects if you are interested in them. 
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Mr. Natcuer. Do you know whether or not Yugoslavia will receive 
any technical cooperation assistance from Russia during the fiscal 
year 1958? 

Mr. Van Dyke. I cannot give you a categorical answer to that 
question. We have heard from time to time that Russians and 
technicians from the satellite countries were in Yugoslavia, but what 
program these countries have for technical assistance to Y ugoslavia 
in fiscal year 1958 simply is not known to us. I doubt, sir, if it is 
significant, because the Yugoslavs have resisted entrance into their 
country of large numbers of people from Russia or the other satellites. 

Mr. Narcuer. I wonder if you would explain the item shown in 
the justifications listed under “Other programs” for Yugoslavia. 

Mr. Van Dyke. What page is that, sir? 

Mr. Natcuer. That is on page 4. 


SPECIAL ASSISTANCE PROGRAM FOR YUGOSLAVIA 


Mr. Van Dyke. The $15 million requested under “Other programs” 
is in the category of special assistance. It would provide during 1958 
certain commodities and equipment which we think it is desirable for 
the United States to supply to Yugoslavia, as a means of reducing 
Yugoslavia’s economic dependence on the Soviet bloc. 

The largest single item to be financed under that program would be 
coking coal. Then there are other items of power transmission 
equipment, in order to help improve the Yugoslavs’ electrical distribu- 
tion network. There is power available in south Yugoslavia which 
cannot be gotten to northern Yugoslavia because the power network is 
inadequate. Eventually, Yugoslavia wants to get into the position of 
exporting power, and this would help them to develop their electrical 
transmission system. 

There is another item which we hope can be made available to 
Yugoslavia to assist in development of certain copper and other 
mineral resources that are available in the country. We would suggest 
that $1 million be programed for spare parts to machinery, which 
has been supplied to Yugoslavia under previous economic aid and 
UNRRA programs, and $1 million to supply demonstration materials 
and equipment to the technical assistance programs which we have 
included under the technical cooperation category. 


EFFECT OF CONGRESSIONAL DISAPPROVAL OF AID TO YUGOSLAVIA 


Mr. Natcuer. Assuming that this subcommittee decided to recom- 
mend to the full committee and to the Congress that these 2 items for 
Yugoslavia be deleted—the 2 I referred to are the $2.5 million for 
technical cooperation, and the $15 million for other programs—what 
would be the result of that action? 

Mr. Van Dyke. I think Mr. Elbrick might want to comment on 
that, Mr. Congressman, but the rationale behind these programs is 
that we must continue to give Yugoslavia a chance to find other 
sources for its imports than the Soviet Union. 

Let us take the case of coking coal, for example. Other sources of 
coking coal have now been shut off to Yugoslavia, except: the Soviet 
Union and the United States. We believe it is important that we 
give Yugoslavia a chance to buy it in this country, rather than being 
totally dependent on the Soviet Union for imports of coking coal. 
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Mr. Elbrick might want to discuss the broader political implications 
of this program. 

Mr. Exsrick. If I may, it has been our feeling that as long as 
Yugoslavia remains independent and need not turn to the Soviet bloc 
for economic and military help, .that it can spread the doctrine in 
Europe, in Eastern Europe, that Communist regimes need not subject 
themselves to the Soviet Union, that they can survive with western 
help once they stop serving Moscow goals. 

| think the Yugoslav example of “national communism” was an 
important factor, for example, in the events of last fall in Poland 
and in Hungary. 

Mr. Narcuer. Do you believe it would make any difference so far 
as the technical cooperation item of $2,500,000 is concerned if you 
were informed that during the fiscal year 1958 Yugoslavia would also 
receive, say, $10 million from Russia? Would that change this 
request at all? 

Mr. Exsrick. I think it would not change my idea of the situa- 
tion. The contacts between Yugoslavia and the West have increased, 
I would say, enormously in the past few years. I think that has 
resulted in easing the lot of the people of Yugoslavia, because the 
Yugoslav Government has dropped many of the harsher features of 
Communist rule in the past year. 

I have a few items here, for example. 

Western cultural and scientific contacts are almost unrestricted. 
Collectivization has been abandoned in Yugoslavia along with forced 
produc e collections from the peasants. 

These items are relatively small, but they are very important to 
continue in order to produce just this kind of atmosphere and this 
kind of an attitude on the part of the Yugoslav people and to keep 
them facing in a westerly rather than in an easterly direction. 


USE OF DEVELOPMENT LOAN FUND IN EUROPE 


Mr. Natcuer. To what extent do you propose to use the develop- 
ment loan fund in Europe? 

Mr. ELBRIC K. We have no present plan to use the development loan 
fund in Europe, I believe, sir 

I would not say the use of the fund is excluded so far as Europe is 
concerned, but as you probably know, the loan fund itself is designed 
chiefly to assist underdeveloped areas of the world. ‘There are not, 
to our way of thinking, many underdeveloped areas in Europe, and | 
doubt that many of the countries in Europe could qualify for develop- 
ment loan assistance under this definition. 
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However, if the applications of such countries meet the criteria set 
down in this proposed legislation, they would receive consideration. 


PROPOSED LOANS TO EUROPEAN COUNTRIES BY EXPORT-IMPORT BANK 
AND INTERNATIONAL BANK 


Mr. Narcuer. In arriving at the figures that you have submitted 
to this committee for defense support, technical cooperation, and other 
programs for Europe, are you keeping in mind loans that are now 
under consideration and which might be made during the fiscal year 
1958 to the different countries involved by the Export-Import Bank, 
the World Bank, the International Bank? 

Mr. Exvsrickx. These matters are all taken into consideration. 
Mr. Van Dyke might have some further comment to make on that. 

Mr. Natcuer. Mr. Chairman, at this point in order to save some 
time, with your permission, I would like to have a statement inserted 
in the record here showing loans that are under consideration, loans 
which tentatively have been agreed upon to take effect within the 
next few months, or at least to apply during the fiscal year 1958, to 
the European countries by the Export- Import Bank, the World 
Bank, and the International Bank. 

Further, Mr. Chairman, I would like to have any commitments 
that have been made and which are under consideration. 

Mr. Passman. The information will be placed in the record at this 
point. 

(The information requested is as follows:) 

With respect to loans under consideration, the Export-Import Bank and the 


International Bank for Reconstruction and Development have provided the fol- 
lowing estimates of total loan operations anticipated during fiscal year 1958: 


Fiseal year 1958 


Estimated Estimated 

total new total dis- 

loans | bursements 
International Bank for Reconstruction and Development _-_- $400, 000, 000 | $375, 000, 000 
Export-Import Bank- ‘ 700, 000, 000 1, 000, 000, 000 


1 Represents commitments under existing loans through fiscal year 1957 


Both of these institutions advised that they were not in a position to provide 
estimates of possible future commitments and operations on an individual country 
or regional basis. . 

Outstanding loans as of December 31, 1956, and estimated disbursements 
during fiscal years 1957 and 1958 against such outstanding loans, however, are 
shown for both banks on an individual country basis for the European region in 
the tables below. 
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Export-Import Bank loans 


{In thousands of dollars] 



























































Loans outstanding as of Dec. 31, 1956 Estimated disburse- 
ments 
Country ROR ae ee Be Be hs 
Date Principal Amount Fiscal year | Fiscal year 
amount disbursed 1957 1958 
= " am - | —— Ss oe 
Os. ab 5h 5. = dks pwede | Apr. 7, 1955 | $6, 000.0 |_..---- 
Less. OB ee naneered tte ha40----. 
2, 909. 3 eee Oe ea ‘ee 
653. 2 | . : 
Mar. 15, 1956 1, 000. 0 | 645. 1 
4, 562, 5 | 3, 540. 3 $2, 012 9 $700. 0 
eter nic wannstitins oe deaniel we 11, 1945 ea ~ BB, 000. 0 oo 55, 000 0 | ease Ps. : 
620i i ac 45, 000. 0 45, 000.0 | 
100, 000. 0 100, 000. 0 
Denmark.._____. oan O22 July 13,1945}  20,000.0| 20,000.0 | 
June 5, 1956 | 3.8 | 3.7 | 
July 24, 1956 4.5 3.6 
Sept. 13, 1956 4.3 | 4.2 | 
Nov. 16, 1956 7.8 nibees | 
20,020. 4 | 20,011. 5 | 11.5 | 
Finland..__- _eeus-e------------] Feb. 19,1947] 2,500.0] 2,500.0 | 
alien Sic 100, 000. 0 92, 403. 2 
piped bi 102, 500. 0 9, 908. 2 | 
France....._- _....-| Sept. 11,1945 |  550,000.0 | 550,000.0 |_. 
June 19, 1946 650, 000. 0 650, 000. 0 
Sept. 6, 1956 20, 000. 0 
7 , 220, 000.0 | 1, 200, 000.0 | 4,000.0} — 8,000.0 
Germany.. cake | Dec. 81955) "124.0 | satel AMIR es ee areca De nai 
June 28, 1956 10, 000.0 | 2 
10, 124 0 | 123.6 | 33. 2 | 
Teeland. . tial Dec. 3, 1956 | > 9 | ow - 
Dec. 31, 1956 1.1 
do... Qi} 
4.1} 
Italy... vam .----| Oct. 1,197!" 3,150.0] 3,107.3 |---|... 
on 800.0 | 799, 9 } 
lexan 2,000.0 | 2, 000.0 | 
as 500.0 | 500. 0 
Oct. 23,1947 | 9, 000.0 | 9, 000.0 | 
e “Se 3, 634. 7 | 3, 634.7 | 
do_... | 1, 350.0 1,350.0 | 
icin 1, 300.0 | 1, 300.0 |_- 
—.... 3, 000. 0 | 3,000.0 | 
Oct. 15, 1957 23, 391.8 23, 391.8 | 
Oct. 23, 1947 584.9 | 584. 9 
Jan. 45,1949 15, 919.9 | 15, 919.9 |__ 
June 12, 1952 | 3, 540. 4 | MED. Voss ccpanenechnenobneohigat 
Apr. 21, 19565 | 6, 000. 0. | kt ar ipiiiae 
May 26, 1955 i nt a a 
June 30, 1955 | 2, 000.0 | 1,334.3 |_...... 
aie eR 5, 000.0 | se eae 
Aug. 11,1955 | 2,070.0 |...........- |e wee] eee ee 
Nov. 10, 1955 BEE cnn cuxeciinawdliicucconsnnadinacdwsnsusne 
May 18, 1956 | EE iicatn cnviienralonnieameneied fa cwacnimecnen 
Dec. 18, 1956 £, FORO | .-00---2022--|-----ennnen-|-coeee- nae 
July 12,1956 | EE Ne cidinwes thew a ae 4 aia 
Sept. 13, 1956 10, 000.0 | 1, 583.3. <asiommeumeted | ecsouaiaen 
PN ENG nt ctcineininnaciunlcvststenendans | 112, 226.7 | 73, 865.0 17, 612.: 2 | 13, 614.0 
Netherlands...................----- Sept. 11,1945 |  50,000.0| 0,000.0 |............|............ 
eee i ivcini ccs 50, 000. 0 50, 000.0 Si: ceeabashial oo cemucawmaeies 
Total, Netherlands...........).........-..-.- | 100, 0 000. 0 \— 
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Export-Import Bank loans—Continued 















































I 
f 
t [In thousands of dollars] 
' 
{ 
t Loans outstanding as of Dec. 31, 1956 Estimated disburse- 
i ments 
Country 5 ae = 
i Date Principal Amount | Fiscal year | Fiscal year 
' amount disbursed 1957 1958 
IOI oi nas cnenetbssilcelibas July 13,1945 50, 000. 0 | ees ee ey 
Oct. 18, 1956 Cis swcssncacen! ct seen 
50, 004. 2 50, 000.0 |. EE 
TI. ct sirsncdimnamandiadlthdiean Oct. 21,1936] 1667| 166.7 beers a eee 
Nov. 3, 1938 6, 000. 0 TAG lansnctcasacntbaamasane 
Apr. 24, 1946 40, 000. 0 40, 000.0 |_. stoncentaodiaalale 
46, 166.7 | 43, 511.2 -|------------ 
5 _ = = = —— 
Portugel............-<............5.-]| SUMO 42 1, 931.0 By SOR Gb. nwnntionanicamapeibenee 
Tc ainnacarencrecensaseisinaet SUMP CIMIIINET:: - GRMMINIIR cst E 0 ee 
July 7, 1955 8, 500.0 7, 018. 5 | ‘ 
Oct. 14, 1954 Cee. | 7 
Se acccst cis GORD Biccecnnnce 
240.0 90. 4 . nee ewaknememtodit 
Sept. 15, 1955 Ce  ), | snicnco-s-clevaics dul dia aialadibeaiartaaiedeetal 
‘ Nov. 17, 1955 __ & | eee amiga tohisacbicaahaleibiata 
Oct. 11, 1956 BA iinadtb sie ss w taunts tania 
Feb. 23, 1956 TTD Wicase endhitlnsicoeves ines beasts sonia 
May 10, 1956 152.0 |..--- pa gaeeces od navelpneninnnnde 
cailliediieas BOM mecee nino aickinelal eae 
pend inners Beto WP fevetiocien os bianéinencaninanensapiene 
oeed ean 102.0 feat Renata a 
neudninuhee 50.6 ee ee 
Satine ia STII Bde dio con dexclasinvere.t Ucieesieacntenepteaicicnts licen 
May 10, 1956 BN acc ctasweeinnwl pn iste aibaee ae 
P a 25. 4 acini I sn cderpesa siege eeiadapaieaanal 
12, 509.0 7,108.9 | 10,956.5 |............ 
Sa ciiddd paniiewcusenesawecesnwomel- Oey aap nnee POU  Cccichishinscnabaibdeninsisil OD Rea 
United Kingdom. -_.__- sine tigatieine Dec. 21, 1956 500, 000.0 |....-.-- -| 400,000.0 | 100, 000.0 
SER ee ee Aug. 10, 1950 55, 000.0 | Gey SLD iene catcnccceenes 
OO NIN is nnteintin mn fenonsntrtonetecice ~ 2,335,074.4 | 1,749,904.5 | 434,652.83 | 122, 314.0 











Norte.—Bank estimates total credits for all regions in fiscal year 1958 to be $700 million and total disburse- 
ments to be $1 billion. 
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International bank for reconstruction and development 


{In thousands of dollars] 











} Loans outstanding as of Dec. 31, 1956 Estimated disburse- 
ments 
Country . . o mapeuuanasdmaenns i aalll 
Date Principal Amount Fiscal year | Fiscal year 
| amount disbursed 1957 1958 
Austria: :........ | July 19, 1954 $12, 000.0 $8, 725. 4 
June 14, 1955 | 10, 000.0 | 7, 803. 3 
Sept. 21, 1956 10, 000. 0 2, 697.9 
do 21, 000. 0 14, 328. 4 
53, 000. 0 33, 555. 0 
Belgium -. Mar. 1, 1959 16, 000. 0 16, 000. 0 
Sept. 13, 1951 30, 000. 0 30, 000. 0 
Dec. 14, 1954 | 20, 000. 0 17, 367. 7 
66, 000. 0 63, 367. 7 $7, 900. 0 
Denmark --.- ‘ | Aug. 22, 1947 40, 000. 0 40, 000. 0 
Finland... Oct. 17, 1949 2, 300. 0 2, 102.1 
Aug. 1, 1949 12, 500.0 | 12, 500. 0 
Apr. 30, 1952 20, 000. 0 19, 836. 4 
Jov. 13, 1¢ 3, 479. 5 3, 341.6 
24, 12, 000. 0 8, 242.3 
15, 000.0 | 1,077.1 
65, 279. 5 47, 099. 5 1, 300.0 $700. 0 
France... | May 9, 1947 250, 000.0 | 250, 000. 0 
| June 10, 1954 | 7,500 0 7,091.6 
Aug. 26, 1955 10, 000.0 | 10, 000. 0 
| 267, 505.0 267, 091. 6 
Iceland -- June 20,1951 2,450 0 2, 450.0 
Nov, 1,1951 1,008 0 1,008 0 
Aug. 26, 1952 | 854 0 854 0 
Sept 4,1953 | 0 1,350 0 | 
_do 0 252 0 
5, 914.0 5, 914. 0 conséenes . 
Italy -- Seca | Oct. 10,1951 | 10, 000. 0 10, 000. 0 
Oct 6, 1953 10, 000, 0 10, 000. 0 
June 1, 1955 70, 000, 0 30, 000.0 
Oct. 11, 1956 74, 628. 0 90. 0 
164, 628.0 50, 090. 0 37, 000. 0 11, 000.0 
Luxembourg. - --- eamie Aug. 28, 1947 12,000 0 11, 762.0 
Netherlands... ..... Aug. 7, 1947 191, 044. 2 191, 044. 2 
May 25, 1948 3, 955 8 3, 955. 8 
July 15, 1947 4,000.0 4,000 0 
do 2, 000.0 2, 000. 0 
do 2, 000.0 2,000 0 
do 4,000.0 4,000.0 
July 26, 1949 15, 000. 0 7, 452. 0 
Mar. 20, 1952 7, 000.0 7, 000. 0 
229, 000. 0 221, 452. 0 
ne a Apr. 8, 1954 25, 000. 0 25, 000. 0 
Apr. 19, 1955 25, 000.0 25, 000. 0 
May 3, 1956 25, 000. 0 941.5 
75, 000. 0 50, GAL. 5 4, 000. 0 5, 000. 0 
United Kingdom ..| Feb. 27, 1952 28, 000.0 28, 000. 0 
Mar. 11, 1953 14, 000. 0 14, 000. 0 
Mar. 15, 1955 24. 000.0 24, 000. 0 
June 21, 1956 80, 000. 0 2, 450.8 : 
146, 000. 0 68, 450. 8 be 
VUpetiavit.....<--cccncee- shai Oct. 17, 1949 2, 700. 0 0 4 
Oct 11, 1951 28, 000. 0 27, 552. 0 
Feb. 11, 1953 30, 000. 0 28, 370. 1 
60, 700. 0 58, 622. 1 
 cciunsncecknsnewes .| 1, 185, 021.5 906, 584. 2 50, 200. 0 16, 700.0 


Note.—Loans to Iceland and Yugoslavia were disbursed entirely in non-United States dollar currencies. 





“of 


oy 


491 
UNITED STATES IOANS TO FOREIGN COUNTRIES SINCE WORLD WAR I 


Mr. PassMan. I requested some information yesterday of Mr. 
Murphy. I asked if he could provide for the committee a list of the 
loans made subsequent to World War I, the total amount, and the 
percentage of these loans finally negotiated off our books. Did you 
obtain that information for us, Mr. Murphy? 

Mr. Murpuy. I relayed your question to Mr. Van Dyke who is 
prepared to answer it at this time. 

Mr. PassmMan. Mr. Van Dyke, do you have this information? 

Mr. Van Dykn. [ asked one of the members of my staff to dig 
it up. He found the most comprehensive statement in this connee- 
tion is a report made to the Senate Committee on Finance by the 
National Advisory Council on International Monetary and Financial 
Problems in 1947. 

Since that time the Treasury Department has brought these 
statistics up to date each year, and perhaps it would be best to insert 
in the record certain of the information given in this committee print. 

Mr. Passman. You might submit the report for the consideration 
of the committee. 

Do you have an answer as to what percentage of these loans was 
repaid and what percentage was finally charged off? 

Mr. Van Dyke. It is a very complex issue. One item, for example, 
is that most of the loans were made during World War I rather than 
after. 

Mr. Passman. I asked about loans made subsequent to World 
War I. It is my understanding we finally charged off 66 percent of 
these loans as uncollectible, notwithstanding the fact they were 
dollar loans. 

Mr. Van Dyke. I think the loans are still outstanding and interest 
is still accruing on them. 

As a matter of fact, my information is that in the last 10 years, 
since this report was published, a total of $3 billion worth of interest 
has accrued to the account of the United States. 

I don’t think the loans have been written off in the sense they have 
been finally liquidated. 

Mr. Passman. But there has been no payment on principal or in- 
terest, and those loans are not usually taken into account when grant- 
ing new loans? 

Mr. Van Dyxr. That is correct. 

Mr. Passman. Most obligations, if they were private, would termi- 
nate in 10 years if there had been no acknowledgment made of the 
fact that the money was owed. 

Mr. Van Dyke. That is normal in commercial practice. 

(The information requested is as follows:) 


LOANS 


Loans to foreign countries by the United States Government after World War 
I amounted to $3,273 million. Of this amount, $2,533 million was cash advanced 
after the armistice and $740 million represents eredits extended for surplus prop- 
erty and relief supplies provided foreign countries. 
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TaB_eE I.—Principal amount of obligations of foreign governments originally acquired 
under the various acts of Congress (postarmistice) 


(In millions of dollars] 


Total principal 
amount of obli- 
Total principal gations received 























Principal amount of obli- for relief supplies 
amount of obli- |gations received furnished on 
gations received) for surplus sup- credit under act Total 
under Liberty | plies sold on of— 
Bond Acts __jcredit under act a ae ae 
(postarmistice) | of July 9, 1918 
Feb. 25, | Mar. 30, 
1919 1920 
Bh es i kh h ae nctinebetbhandbsbnbbickrtn ctincddicmotes 8.0 3.9 11.9 
I a Cilieee aia i in ictaeh gan crannies 24.1 24,1 
Pe ok Sd cw cntensheeee 177. 4 _h 3 SER AEE ee 207.3 
I 6 Sc acc danse geatibnaion 62.0 20. 6 6.4 2.9 91.9 
SIL ninsiintth on atnehinneie eek anieesiausicnee sndeilinsiniidetenetiaie 12.2 [ere 14.0 
Ec aeee ties to otal |. subibidd la adbebeibeheanbhs onbelddubocudehs TSP Ach deciacce 8.3 
tel 1, 027.5 DEY Dit ctemacals onmnaaddi 1, 434.8 
TN <:.5.a added chnndncebantcunt  icaditttilndh ddd testinwicdholiontade tee 581.0 
0 eee ea I a ee 27.2 
a ee a gril etd icn ema akattaewe ied 1.7 1.7 
Sa i eS fe eh bednabaeice ON hk A ld 617.0 
a a tok oleic adenine 2.5 elt Eeomensenke 5.1 
Ne eke Rie ini is etinia 4.2 O ildsidisiag 5.0 
NL atti dh chi, allel ain el teal eeeinedegidneny se SO eR 8 4 
SUMMIT sn «cy ai eocniisscaioanctn’ acsitmanamatinas niet Rea teesce is acta abdledaie me eeahagtnsahte 83.7 51.7 24.3 159.7 
| ES LS ETT 25.0 SN iis wadstincalt Nigdiaew dinate 37.9 
EE a MS Lee .4 eT Retna nine 4.9 
CITE. ic se cudsctuchsnctccwenuesees 16. 2 DAP Aditikbatcak th cochentredie 25.0 
ite daiisitaeei eae cene ee cnn 2, 533. 3 599. 1 84.1 | 56.9 3, 273. 4 











Source: Report to the Senate Committee on Finance by the National Advisory Council on International 
Monetary and Financial Problems of Dec. 18, 1947, on Foreign Assets and Liabilities of the United States 
and its balance of International Transactions. 


SETTLEMENTS 


Recognizing the fact that in the financially disordered years of 1921 and 1922 
the debtor nations could not pay on demand, Congress authorized the debts to 
be funded on not longer than a 25-year basis and at not less than 444 percent 
interest. A World War Foreign Debt Commission was created by act of February 
9, 1922, amended February 9, 1923, to deal with refunding. This Commission 
negotiated settlements with the various debtor countries on the basis of their 
estimated ability to pay. Each settlement received the approval of Congress 
before it became effective. 

MORATORIUM 


In June 1931, President Hoover offered, subject to congressional approval, to 
suspend during the fiscal year 1932 all payments due the United States on account 
of the indebtedness of foreign governments, provided that the important creditor 
powers would take similar action with respect to reparations and intergovern- 
mental debts due them. The offer was accepted in principle by all the important 
creditor governments. The authority to postpone payments due the United 
States was provided in a joint resolution of Congress approved on December 23, 
1931, which provided for the postonement of the amounts due during the fiscal 
year 1932 (July 1, 1931, to June 30, 1932), and their repayment over a period of 
10 years beginning July 1, 1933, with interest at the rate of 4 percent per annum. 
It also authorized the Secretary of the Treasury to conclude agreements carrying 
into effect the moratorium proposal. Agreements were concluded with the various 
debtors, making effective the President’s proposal. 

For settlement purposes the World War I debts—amounting to $7,077.1 mil- 
lion—and the postwar debts were combined. Therefore repayments and defaults 
applying to postwar loans cannot be distinguished from those that pertain to the 
war loans. The relevant data on repayments on principal and interest by coun- 
try are presented in table 2 below. Total repayments have increased by less 
than $4 million in past 10 years. 
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TaBLe 2.—Total payments received on account of World War indebtedness of foreign 


governments to the United States as of July 1, 1947 


{In millions of dollars] 








On funded debts On debts prior to 
Total pay- funding 
Country I i *—E eee 
ceived } | 
Principal | Interest Principal Interest 
| | } 

kate thadiGiene ew nine 52.1 | 17.1 | 14.5 2.1 | 18. 5 
iit cti ES Sedeie Jue 12.3 kant 10.0 | 2.3 
Czechoslovakia... -- -- whet daneliaids 20.1 19.8 | 3 3 

ye ne A. 3 Tie | 1,2 | 0 
Pee. c. 5.6 .-.»-. Lee ie panache ed 7.9 1.4 | 6. 2 | 3 
ee ee ‘ 486. 1 161. 4 | 38. 7 | 64. 7 | 221. 4 
Germany (Austrian indebtedness) --- ; .9 .9 | : 
GD ICI R Ravens csc iccbuve nse : " 2, 024.8 232. 0 | 1, 232.8 202. 2 | 357.9 
setnresigd oni “ ; : 4.1] 1.0 2.0 | o 1.2 

Hungary - ----.-- iebtbene 6 3 5 | 0 
da ° a ’ sere 100. 8 37.1 | 5.8 4 57.6 
Latvia_.... J i liedl 8 | 0 6 1 

Liberia ‘ : : | o | 0 0 

Lithuania. --.-. 1.2 2 1.0 0 

Nicaragua. --. . 7 | 2 | l 0 
Poland. | 22. 6 1.3 19.3 2.0 
Rumania... 4.8 2.7 Oo | 1.8 .3 
Russia.._.. 8.8 : 8.8 
Yugoslavia_. 2.6 | 1.2 7 | 6 
Feces ctaseetensientnetesee tinpraetaitenenesiten tessa Ratentienmncatin mentite aepeneuene 2 ————EE 
Total.. ; dati | 2, 752.0 | 476. 1 1, 322. 5 | 282.0 671.4 


Source: Idem. 


The unpaid balances owed the United States are shown in table 3. Of the 
unpaid principal of $11.435 million, $3.477 million has matured to date. The 
It amounted 


accrued interest due and unpaid has risen rapidly since July 1, 1947. 
to $6,448 million on July 1, 1956. 


TABLE 3.— World War I debt owed the United States as of July 


{In millions of dollars] 


| poned and 


Country Total indebt- | Principal payable under 
edness | unpaid ! moratorium 
| | | agreements 

FUNDED DERTS 

Belgium ; 520. 2 | 4100. 7 3.7 
Czechoslovakia 3 | 184. 2 | 165. 2 
Estonia. . pam | 25.6 16.5 5 
Finland. 8.3 7.6 | 6 
France | 4, 760.7 3, 863. 7 38. 6 
Germany (Austrian indebtedness) 26.0 | 26.0 | 
Great Britain. __- 6, 719. 5 | 4, 368. 0 131.5 
Greece. _. : 37.7 31.5 4 
Hungary... 2.9 | 1.9 l 
Italy 7 2, 062. 2 | 2, 004. 9 2.5 
Latvia. - ; ; 10. 6 | 6.9 2 
Lithuania. 9.5 6.2 oa 
Poland. ; 320.8 206. 6 6.2 | 
Rumania. 78.5 63.9 | 
Yugoslavia 64.0 61.6 

Total... . 14, 830.8 | 11, 230. 6 184. 6 

UNFUNDED DEBTS 

Armenia. - 28.6 | 12.0 
Russia. - 467.3 192. 6 

Total___. | 495.9 | 204. 6 

Grand total 15, 326. 8 | 11, 435. 1 184. 6 
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8,707.0 


! Includes principal postponed under moratorium agreements and principal amounts not paid according 


to contract terms. 
Source: Idem. 
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POSSIBILITY OF HAVING DEVELOPMENT LOAN FUND UNDER JURISDICTION 
OF EXPORT-IMPORT BANK 


Mr. PassMAN. There has been much said about the Export-Import 
Bank. Would you gentlemen be agreeable to submitting an amend- 
ment to your requested legislation before the House Foreign Affairs 
Committee to make this program a part of the functions of Export- 
Import Bank? 

Mr. Van Dyke. I think that is a question which could be better 
answered by other witnesses, Mr. Chairman. 

Mr. PassMan. To whom should I direct the question? The wit- 
nesses this morning referred to the Export-Import Bank in this con- 
nection. You obviously consider this as a similar operation. Could 
not this program be consolidated with the Export-Import Bank 
functions, and thereby obtain the benefit of the judgment and credit 
system of the bank to determine whether or not these are actually 
loans or possibly a subterfuge which would mislead the American 
people? 

Mr. Van Dyke. Secretary Dulles was asked that question by the 
House Foreign Affairs Committee. It might be well to insert—— 

Mr. Passman. You regard the suggestion as worthy of considera- 
tion? 

Mr. Van Dyke. It was considered, Mr. Chairman; yes. 

Mr. Passman. Why was not such a plan followed? 

Mr. Van Dyxz. I don’t want to speak for the Secretary of State, 
Mr. Chairman. 

Mr. PassMan. Certainly not. 

Mr. Van Dyke. His answer at that time was, I think, that he 
wanted this loan fund to be separate and apart from the Export- 
Import Bank, which was much more in the nature of a banking 
institution subject to the usual bank restrictions. 

Mr. Passman. Surely. 

Mr. Van Dyke. There are many other elements which must be 
considered in handling the mutual security program and development 
loans made under it. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 

Mr. PassmMan. You know it is not a valid comparison, to say, 
“We are going to make you these dollar loans and you may repay 
them in dollars but the contract calls for repayment in your own 
currencies.” I think we should be frank with each other and admit, 
“Yes, we give you the privilege of giving back a pound of gold for a 
pound of brass, but who would be foolish enough to do it? pr 


FAIRLESS STATEMENT ON REPAYMENT OF FOREIGN LOANS 


Here is what Mr. Fairless said, quoting from his prepared statement: 


In cases where private investors cannot act alone because of restrictions imposed 
by foreign governments, and where a few reasonable changes in policy by the 
foreign government concerned would make the private investment possible, the 
United States should administer its assistance in a manner designed to overcome 
the obstacles to private investment. When private institutions undertake foreign 
investments themselves, the men needed can serve abroad without losing their 
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places within their private organizations. The wider use of the services of private 
firms on a contract basis also is a desirable way to meet the recruitment problem. 

We should continue our support of sound public loans to aid productive develop- 
ment abroad. The Export-Import Bank, the World Bank, the International 
Monetary Fund, and the International Finance Corporation are serving a useful 
purpose; when their resources are exhausted, Congress should appropriate addi- 
tional funds. Improved coordination is needed between the Export-Import Bank 
and the World Bank. 


Loans by the United States repayable in inconvertible currencies of foreign 
nations are undesirable, and the practice of granting them should be terminated. 

Did you have an opportunity to read Mr. Fairless’ report in full? 

Mr. Van Dyke. We have read that, sir. It has been carefully 
studied by officials in the ICA and in the Department of State. The 
conclusion of the study groups was to the effect that, at the present 
stage, we could not insist on 100 percent dollar repayment for all 
these loans. 

Mr. Passman. Mr. Fairless said the soft-currency loans should be 
discontinued immediately. 

Mr. Van Dyke. Yes, sir. The consensus within the executive 
branch does not agree with that recommendation. 

Mr. Passman. Mr. Fairless is one of America’s outstanding busi- 
nessmen. 

Mr. Van Dyke. Yes, sir. 

Mr. PassmMan. Yet the executive branch is willing to cast aside his 
recommendations in this matter? 

Mr. Van Dyke. I believe there is room for reasonable disagreement 
on this issue. 

Mr. Passman. I do not find reasonable disagreement. ‘The people 
in this program with whom I have discussed the matter absolutely 
do not agree with any part of Mr. Fairless’ recommendation. 

Mr. Gary. That was not only Mr. Fairless’ statement but the 
report of the committee. 

Mr. PassMAN. Some of America’s outstanding business people 
were members of the committee. 

Mr. Gary. A committee that the President himself appointed to 
investigate this matter. 

Mr. Passman. Mr. Wigglesworth? 

Mr. WiaG.LeswortH. | think the three statements we have had 
this morning have been both clear and helpful. I take it, Mr. 
Secretary, from what you have said, that in your opinion the programs 
we have been considering have contributed both to a very great 
increase in terms of our national security and also directly and 
indirectly to our economic growth. Is that a fair statement? 

Mr. Evpsrick. That is correct, sir. 


POSTWAR ECONOMY OF EUROPEAN COUNTRIES 


Mr. WiGGLeswortH. Something has been said about the improve- 
ment in recent years in the national economies of European countries 
under consideration. Is it not a fact that even with that improvement 
their gross national product is pretty low and that the per capita 
share of it runs around $800, which is far less than in this country? 

Mr. Exsricx. That is correct, sir. 


93522—57——-32 
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REDUCTION IN UNITED KINGDOM MILITARY FORCES 


Mr. WiceLeswortnH. On page 10 of your opening statement you 
referred to the cutback in the military establishment of the United 
Kingdom. You state: 

It is not difficult to understand Britain’s decision to reduce defense expenditures. 
They have, however, attempted to maintain equal defensive strength. 

Would you develop that statement a little, please? 

Mr. Exsricx. I would be glad to, sir. The United Kingdom, in 
taking its decision to reduce forces, has tried not to weaken its military 
establishment. 

As I pointed out in this statement, the action that was taken 
and is being taken by the United Kingdom is primarily for economic 
reasons. I think we will all agree that in the interest of solvency 
such action is necessary and unavoidable even though it may have 
certain adverse effects upon the NATO defense structure and upon 
the attitude of our NATO allies. 

We sincerely hope it will not have such effects, but the British 
Government is contemplating maintaining smaller but regular forces 
in place of the larger conscripted forces which it has maintained here- 
tofore, which it considers, by training and by modern equipment, and 
by maintaining flexibility and mobility, will provide the same amount 
of defense, if not a better defense, as the forces have had heretofore. 

The matter has been referred, as you know, to NATO, and the 
Supreme Allied Commander, General Norstad, now has this whole 
question under consideration. 

This study should be ready by the end of the summer and will be 
considered by the North Atlantic Council and undoubtedly will be 
taken into account by the United Kingdom in pursuing its present 
course of force reductions. 

Mr. WiaeLeswortu. But if put into effect it will not necessarily 
decrease the defensive strength of Great Britain? 

Mr. Exsricx. Not necessarily, sir. This is a subject that only the 
military can decide, and General Norstad now is studying this problem. 

Mr. Wiea.teswortu. Now a word as to the proposed changes. 


PROPOSAL TO PUT MILITARY ASSISTANCE PROGRAM IN DEFENSE 
DEPARTMENT BUDGET 


You state on page 14 of your opening statement, in referring to 
the proposal to consider military assistance as part of our defense 
expenditure: 

These changes would have both psychological and administrative advantage. 
It makes no sense for us to regard our contributions to collective military programs 
as “aid,’’ intended primarily to benefit the receiving nation and as having no 
relation to our defense needs. 

Is that not in a nutshell the fundamental reason for this proposed 
change? 

Mr. Evsrick. Yes, sir; it is. 

Mr. WieGLeswortu. In other words, it is considered fair that the 
people as a whole should know that three-quarters of this entire 
problem is for national defense purposes? 

Mr. Evsrick. Yes, sir. 


ee 
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Mr. WicG.iesworrs. And is it not also a fact that from the stand- 
point of mechanics, the hardware that goes into the military assistance 
program is handled by exactly the same people as the ones who handle 
hardware for our own defense program and that the same mechanics 
are involved in respect to both? 

Mr. Exsricx. I believe that is correct, sir. 


CONGRESSIONAL REVIEW OF DEVELOPMENT LOAN FUND ACTIVITIES 


Mr. Wiae.teswortn. I don’t know what Congress may decide to 
do with regard to this development fund, of course, but as I under- 
stand it, and I would like to be corrected if my understanding is wrong, 
the intent is to permit the Congress if it sees fit, assuming that the 
change is approved, to curtail or eliminate subsequently, the borrowing 
authority provided for fiscal 1959 and fiscal 1960. Is that correct? 

Mr. Exsrick. That is correct. 

Mr. Wiaeiesworts. And it is also my understanding that it is 
proposed, under the new plan, that the fund would submit full semi- 
annual supports to the Congress; that its officials would maintain 
continuing consultation with congressional committees, and that each 
year the executive branch would submit detailed budgets under the 
Government Corporation Act, and review with the appropriate com- 
mittees the fund’s past activities and future plans. Is that correct? 

Mr. Exsricx. That is also correct, sir. 

Mr. WiaateswortH. With respect to the Export-Import Bank 
and the development fund, is my understanding correct that the 
fundamental objective here is to substitute for grants or handouts 
which have been subject to a great criticism in the past, financing of 
specific loans under definite criteria with the possibility of repayment? 

Mr. Exvsrick. I think Secretary Dulles has explained that in just 
that way, sir. 

Mr. WiaeiteswortH. But the basis of operation, and again correct 
me if I am wrong, of the Export-Import Bank which is making nothing 
but loans which are sound from a financial standpoint is totally differ- 
ent from that of the proposed development fund is it not? 

Mr. Exvsrick. That is right. 

Mr. WiaeLteswortH. On page 2 of Mr. Van Dyke’s statement, 
toward the bottom of the page, he refers to the illustrative program 
now being presented. 

Is not this program a pretty firm program insofar as military assist- 
ance and defense support are concerned? 

Mr. Van Dyke. Yes, sir. 

Mr. WiaGLeswortH. It is very different from the dlustrative pro- 
grams we have had in the economic field heretofore and which the 
development program is designed to get away from? 

Mr. Van Dyke. I think that is correct; yes, sir. ‘There are certain 
provisions in the law for flexibility, but we consider these defense- 
support programs to be quite firm. 


MUTUAL SECURITY PROGRAM IN EUROPE 


Mr. Wice.ieswortns. As I understand it from the chart on page 5 
of the Europe justification book, if we look at military assistance the 
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figure for 1956 is $301.3 million. The figure for 1957 is $261.2 million. 
The figure for 1958 is $338.5 million. 

If we look at that figure alone there is a substantial increase from 
1957 to 1958. 

If, however, we throw in the defense support, we find the figure for 
1956 is $92.1 million, 1957 it is $103 million, and in 1958 it is $30 
million, so that the overall amounts for the mutual defense assistance 
program are $393.4 million for 1956, $364.3 million in 1957, and an 
increase of about $4 million to $368.5 million in fiscal 1958. 

Is that correct? 

Mr. Van Dykes. For those particular categories; that is correct, sir. 
There are some categories excluded. 

Mr. WiaGieswortn. | am talking about military assistance plus 
defense support. 

Mr. Van Dyke. Yes, sir. 

Mr. WiceLeswortuH. And in addition to that you have in chart 4, 
$3,500,000 for technical cooperation in 1958 and $29,900,000 for other 
programs. Is that right? 

Mr. Van Dyke. That is correct. 

Mr. WiceteswortH. Do you have corresponding figures for those 
programs in 1957 and 1956? 

Mr. Wiaeitesworts. Mr. Murphy calls my attention to the fact 
that certain items in 1956 and 1957 are carried as defense support 
which are not so classified in 1958 but are carried as technical coopera- 
tion or in some other program. When you revise your remarks, | 
would like the comparable figures for 1956 and 1957 for technical 
cooperation and for the other programs. 

Mr. Van Dyke. Yes. I think you will find the table on page 19 
useful, and we will either insert that table or one that conforms more 
precisely with your request. 

(The information requested was submitted as follows:) 
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Mr. WIGGLESWORTH. Off the record. 
(Discussion off the record.) 


AID TO AUSTRIA 


Mr. Wieetesworru. Looking again at the chart on page 5 in the 
record. 
(Discussion off the record.) 


AID TO DENMARK 


Mr. Wieeieswortu. Can you give us an explanation of the pro- 
gram for Denmark off the record? 

General Gururie. In fiscal 1957 that was essentially maintenance. 
The principal items for 1958 are a minelayer and some minesweepers, 
plus spare parts and some modernization equipment including air 
rockets and some radar equipment. 


AID TO FRANCE 


Mr. Wiaeeteswortu. (Off the record.) As to France, you have 
already discussed that somewhat, but can you give us a better picture 
of that off the record? 

(Discussion off the record.) 


AID TO ITALY 


Mr. Wieetesworts. (Off the record.) What is the explanation 
for Italy? 

General Gururiz. Again, we are getting 13 antisubmarine-type 
aircraft plus a submarine, and again some considerable antisubmarine 
and antiair radar and sonar equipment. 


AID TO THE NETHERLANDS 


Mr. WiaGieswortu. How about The Netherlands? 

General Gururiz. (Off the record.) 

Mr. WicGLEswortH. It is more modern and more expensive 
equipment? 

General Guturig. Yes, sir. I should say that, as a general remark, 
applies throughout. 

Mr. Wiaeieswortn. Of course these are offset by various sub- 
stantial items of decrease? 

General Guturir. Yes, sir, principally where the countries are 
picking up the tab for more and more of their maintenance expenses. 

Mr. Wieetesworth. (Off the record.) 

General Guturir. Yes, sir, and excluding new weapons. 

Mr. WiaeeLteswortnu. Off the record. 

(Discussion off the record.) 


NEW WEAPONS PROGRAM 


Mr. Forp. Mr. Wigglesworth has been talking about a total of 
$368,509,000. For the new weapons you must add in the program 
for fiscal 1958 $338 million, is that correct? 
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General Guturiz. No. We start at $338 million and add $296 
million. 

Colonel Critz. Mr. Ford is talking about the total new weapons 
and General Guthrie is talking about the European portion. 

General GuTHRIg. $338 million happens to be the same figure. 

Colonel Crirz. $296 million is the European total. 

Mr. Wiaaiesworrs. That is all. 

Mr. PassMan. Mr. Forp? 

Mr. Forp. Taking up the question of new weapons, in the European 
program it is anticipated there will be $296 million for the European 
theater; is that correct? 

General Gururie. Yes, sir. 

Mr. Forp. What is the anticipated lead time on these items in 
general or as an average? 

Colonel Crirz. May I answer that? Off the record, please. 

(Discussion off the record.) 

Mr. Forp. The average would be somewhere 

Colonel Crirz. Over 18 months, I would say, on the advanced 
weapons. 

Mr. Forp. For fiscal 1956 and 1957, according to the chart material 
on page 21, for the European theater it is $329,303,000. Is that 
correct? 

Colonel Critz. That is correct, sir. 

Mr. Forp. Why did you combine the 2 years in 1 figure? 

Colonel Critz. Because that was, you might say, one integral pro- 
gram in that the purchases in 1956 were a part of the same battalions 
we were buying in 1957. We bought some of the material in 1956 and 
some in 1957 for the same battalions. 

Mr. Forp. Was the new weapons program initiated in 1956? 

Colonel Crirz. Initiated, that is correct. 

Mr. Forpv. How much of this $329,303,000 has been obligated and 
how much delivered, if any? 

Colonel Critz. No deliveries, sir. My belief is it is all obligated 
for the new weapons. 

Mr. Forp. When do you expect to have deliveries made and the 
various units operational? 

Colonel Crirz. At the present time we anticipate the first deliveries 
for advanced weapons will begin next summer. 

Mr. Forp. Summer of 1958? 

(Discussion off the record.) 





MILITARY SALES PROGRAM 


Mr. Forp. I notice that in fiscal 1958 you have the military sales 
program set up to the extent of $151,436,000. That is in addition to 
the $296,462,000 in grant aid for advanced weapons? 

Colonel Crirz. Yes. That is advanced weapons which we have 
decided to sell to those countries that have the ability to pay. 

Mr. Forp. Will they pay in United States dollars? 

Colonel Crirz. Yes, sir, in all instances. 

Mr. Forp. In the prepared statement on page 20 under advanced 
and new weapons, you indicate there will be $136 million in military 
sales. I do not see that set forth on page 21 of the charts. 
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Colonel Crirz. What we are stating there is we anticipate re- 
imbursement in that amount from the program of 1956 and 1957. 
That has not been finally negotiated, but we are trying to sell some 
of those that we have already allocated for 1956 and 1957. 

Mr. Forp. In other words, you hope to sell $136 million out of the 
$410 million? 

Colonel Crirz. That is correct. We have not negotiated that, but 
we are attempting to. 

Mr. Forp. What makes you think you can do it once you have 
told them you will give it to them? 

Colonel Crrrz. Off the record. 

(Statement off the record.) 

Mr. Forp. If West Germany, for example, does conclude such an 
agreement where will that money go and where will it be reflected in 
the picture here? 

Colonel Crirz. That money will be returned to the Treasury and 
we will reduce the amount here accordingly. 

Mr. Forp. Will that money go in your credit sales program for 
reuse? 

Colonel Crirz. Not from the prior years; no, sir. The 1958 pro- 
gram is the first time we requested the revolving fund authority, and 
that $175 million we have requested is the ceiling established by the 
authorizing legislation. The proceeds from all the sales from prior 
years would go back to the Treasury and not become a part of our 
revolving fund. 

Mr. Forp. But the $151 million which you anticipate will be mili- 
tary sales in the advanced weapons field in 1958 will be a part of that 
revolving fund? 

Colonel Crirz. If the countries cannot pay cash, we will consider 
them for military sales on a 3-year repayment basis. If they can pay 
cash we will not have to use the revolving fund for that purpose. 

Mr. Forp. So really the military sales. program set forth here and 
the credit sales are two different things? 

Colonel Crirz. It is possible that we would have to sell on a credit 
basis; but suppose another country cannot pay cash, we will use the 
revolving fund. 


STATUS OF 1956-57 MILITARY ASSISTANCE PROGRAM 


Mr. Forp. Is your 1956-57 program on schedule as far as obliga- 
tions, deliveries, and implementation? 

Colonel Crirz. As far as obligations and deliveries; yes, sir. We 
have slipped some in training. 

Mr. Forp. Why? 

Colonel Crirz. Because the countries did not have _ technical 
personnel ready when we were ready, so we have slipped 2 or 3 months. 


STATUS OF 1958 PROGRAM 


Mr. Forp. What about the fiscal 1958 program? 

Colonel Critz. We are already putting that out to the field and 
hope to have it ready to implement the minute we get the appropri- 
ation. 

Mr. Forp. Do you anticipate any slippage in hardware or in 
training? 


ee 
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Colonel Crirz. None in hardware, and we are endeavoring to set 
up the training so that we can meet the schedule. 


FUTURE ADVANCED WEAPONS PROGRAM 


Mr. Forp. What do you foresee in your advanced-weapons field 
program in fiscal 1959 and subsequent years? 

Colonel Crirz. As indicated by General Guthrie, our desire and 
our goal is to continue to assist these European, and primarily NATO, 
countries to improve their ability to meet the Soviet threat through 
providing them the advanced weapons necessary to give them that 
capability. Our hope would be that our future program could be 
more in the advanced-weapons field and continue to decrease our 
contribution through the conventional-weapons field. 

Mr. Forp. Dollarwise, in fiscal 1958 it 1s $338 million across the 
board worldwide and $296 million in the European area with the 
payment of about $151 million in fiscal 1958 on a worldwide basis 
by the using countries. As a forecast, what would you say the 
future would be dollarwise and percentagewise that they Would pay us? 

Colonel Crirz. I do not believe I am in a position to answer that 
at this time. Our fiscal 1959 program is still in the development stage. 
We have gone out with instructions for its preparation, but I have 
no indication as yet as to what the requirements will be and the per- 
centage of grant against payment. 

Mr. Forp. Do the instructions which have gone out emphasize the 
increasing need for the recipient countries to pay rather than a grant 
basis. 

Colonel Crirz. Yes, sir; they do. 


DECREASE IN GERMAN CONTRIBUTION FOR SUPPORT OF UNITED STATES 
TROOPS 


Mr. Forp. Mr. Secretary, I noticed in your statement and in the 
other statements more or less repeated comment to the effect that the 
German contribution has not been what it had been hoped it would be, 
although it is moving along now better than had been forecast on 
come occasions. At the same time in the justification books it is 
pointed out on page 53 that the West German economy is flourishing, 
and a few other laudatory comments about their economic condition, 
which, from my observation when I was there last fall, | would con- 
cur in. 

How can we, under those circumstances, justify the very sub- 
stantial decrease from 1954 through fiscal 1958 in deutschemark 
support for our United States forces in West Germany? I was 
looking at the figures this morning in the defense appropriation 
hearings, and deutschemark support has gone down from a high in 
1954 of 732,454,000 to 144,621,000 in fiscal 1957, to the proposed 
agreement, or at least the German submitted agreement, of 77 million 
for fiscal year 1958. How can we justify such a rapid reduction in 
their contribution, bearing in mind the slowness of their buildup 
based on the initial plan and, secondly, the obvious prosperity that 
exists in West Germany? 

Mr. Exsrick. I do not think there is any doubt that Germany is 
flourishing economically. In spite of the delays that have occurred 
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in the German buildup, I do not think there is any doubt about their 
intentions to complete the buildup, even though it has been delayed. 
This is as much a political problem as it is a military problem. 

On the subject of the support for United States forces in Germany, 
I would say here that we have as much a political problem as anything 
else. The German Government claims, certainly, that the funds 
which have been appropriated for the defense budget are earmarked 
and will be used as appropriated for the German buildup. 

They claim that at the present time it is not possible to continue 
the payments which have been made in the past to the sending 
countries for the support of those forces without increasing the tax 
rate in Germany. This is certainly not a very auspicious time to 
attempt to increase the tax rate in Germany when you realize that 
they are having national elections on September 15. 

Mr. Forp. I can understand that. Perhaps those on this side of 
the table understand it better than you on the other side. But in 
looking at a chart which the Department of Defense submitted in 
the hearing on the Defense Department bill, I notice that whereas 
the German offer to us for what amounts to our fiscal or program 
is 50 percent of what we are receiving in the current year, the con- 
tribution which the West German Government offered to the United 
Kingdom was 147 percent of what they got in the prior year. 

So it is not a question of increasing the West German taxes. It is 
a question of distributing equitably that which West Germany feels 
it can make it available to all of the countries including the United 
States, United Kingdom, France, Belgium, Canada, Denmark, and 
the Netherlands. 

How can we justify our accepting 50 percent of what we got in 
view of the fact that the contribution by West Germany to the 
United Kingdom is 147 percent? 

Mr. Exsrick. Could I go off the record? 

Mr. Forp. Yes. 

(Discussion off the record.) 

Mr. Forp. Thank you very much. 

Mr. Passman. Mr. Miller. 

Mr. Miuter. Following up what Mr. Ford said, I think he did not 
exaggerate the feeling of the Defense Subcommittee on that. It is 
not so much the $77 million, important as it is, but it is a trend which 
could practically run us out of NATO if it became evident that wher- 
ever because of local pressures it became necessary for some nation, 
or they thought it did, to ease up and that we would make up the 
difference, it could defeat the whole thing. For that reason it seems 
to me it is far more important than just the number of millions in- 
volved in this year’s deutschemarks. 

Mr. Secretary, in your presentation here, these very well prepared 
books are all classified secret. I assume there is a great deal of in- 
formation contained in them that is not secret. But it is rather 
difficult in studying them to know what you can talk about on the 
record and what you cannot. 


REASON WHY GREECE AND TURKEY ARE NOT INCLUDED IN EUROPEAN 
PROGRAM 


One thing that I would like to have clear for my own mind is this. 
Why in the setup of these presentations are Greece and Turkey, both 





505 


of which countries are in NATO as I understand it, not included in 
the European setup? It leaves another book to refer to. Is there 
any firm reason for that approach? 

r. Eyserick. Of course, this question has arisen before. I think 
that as far as the State Department is concerned—and I think the 
Defense Department is in a similar position—the areas in which the 
State Department is divided must be set more or less arbitrarily. 
The Kuropean Bureau of the State Department does not have Greece 
and Turkey in it. Greece and Turkey are in the Near Eastern 
Bureau. 

Mr. Miuuer. That is true, but from a military point of view they 
come under SHAPE, and we are discussing a military problem as well 

a State Department problem. It just seems to me that perhaps 
there should be a regrouping in the presentations. 


NATO MEMBERSHIP FOR SPAIN 


In that same connection, what is the situation with respect to 
Spain and its being taken into the NATO organization? Has any 
progress been made in that area? 

Mr. Ex.sricx. The Spanish Government and, I know, all of the 
governments of the NATO countries are aware of the fact that the 
United States would support Spanish membership in NATO. This 
has been expressed in various ways at various times. Of course, they 
are all aware of the feeling of the Congress on this subject. It has 
been discussed certainly privately with all of the NATO govern- 
ments. Off the record, please. 

Mr. Miter. Yes. 

(Discussion off the record.) 

Mr. Miturr. Obviously, we cannot do it all by ourselves, but am 
I right in assuming that insofar as our influence can be exerted it is 
working toward that end, and that the negotiations are still very 
much alive? 

Mr. Exsrickx. That is correct, sir. 


ATTAINMENT OF NATO FORCE OBJECTIVES 


Mr. Mixurr. Now referring still further to these justifications, I 
notice that under the heading of each country there is listed the 
major combat force objectives with respect to each of the nations 
there included. Am I right in assuming that insofar as the NATO 
countries are concerned, the major force objectives of divisions, ships, 
squadrons of aircraft, and so on, are the NATO components? 

Mr. Exvsrick. Yes, sir. 

Mr. Mituer. They are their NATO commitments. To what ex- 
tent have those NATO commitments been met? Are they relatively 
up, or are they lagging? 

General Guturisz. I should say, sir, as a general statement that 
they are relatively up with certain exceptions. The commitments 
they have made for the end of 1957 will certainly not in all cases be met. 

Mr. Miuuer. There has been mention made, for instance, of the 
fact that French forces have been diverted to Algeria and other 
places, which in a sense weakens the setup, but on the other hand 
those forces are in being, they are probably getting a high degree of 
combat training. 
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It would seem to me that they are not out of the picture so far as the 
overall scene is concerned any more than we might say the divisions 
we have stationed in Europe or in the Far East are not part of our 
armed strength. 

General Gururigz, That is right, sir. 


VALUE OF SPANISH AND YUGOSLAVIAN FORCES TO NATO 


Mr. Mitier. What about these countries that are not in NATO? 
Take Spain, for example. As I understand it, the major combat force 
objectives represent only a part of the actual troop strength of Spain. 

General Gurnrte. Yes, sir. 

Mr. Miter. But as I understand it, those are the only units that 
this program is designed to assist. Is that right? 

General Guturiz. (Statement off the record.) 

Spain and Yugoslavia both have sizable forces numerically which 
are over and beyond the ones we aid. 

Mr. Minuer. The particular units that are receiving aid or arms 
from this program are actually designated and not just so many 
divisions but they are actually designated as, for instance, the 156th 
Division or whatever? 

General Gururiz. Yes. 

Mr. Miuuer. Our inspection and training teams have visited them 
and are in contact with them and are in a position to observe what 
those divisions are doing even though they may not have the same 
access to all the other forces? 

General Gururie. That is completely true in Spain. It is not en- 
tirely as true in Yugoslavia because they have difficulties and obstruc- 
tions of various kinds in actually inspecting, but that situation has 
improved. 

Mr. Miter. I believe you said, while it was not ideal, that you 
were getting more access to things in Yugoslavia. 

General Gururisz. Yes, sir, but it would be wrong to assume that 
any of those people have a NATO mission. They do not. 

Mr. Passman. You mean neither Spain nor Yugoslavia? 

General Guturiz. No, sir. They are evaluated, of course, by 
NATO Headquarters but they are not given a mission. 

Mr. Passman. No commitments? 

General Gururiz. That is right. 

Mr. Miter. Is it not a fact that in the NATO countries there are 
also forces in most of them that are considerable and are not included 
in the force objectives, but they nevertheless are potentially quite 
important in the event of hostilities? 

General Guturisz. Yes, sir. For example, our own Strategic Air 
Command. 

Mr. Miuter. It stands to reason if France, for example, is involved 
in a war, they are not going to have only their NATO divisions in the 
field. 

(Off the record.) 

General Gururi£. That is correct. 

Mr. Miter. Is that not one of the reasons that it is logical to have 
the costs going up in that field, because we are in position now to 
supply modern arms where they are badly needed but where we could 
not supply them before? 


EE ee 
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General Guturte. Yes, sir. 

Mr. Mutter. I think that is all, Mr. Chairman. 
Mr. Passman. Thank you, Mr. Miller. 

Mr. Alexander? 


PURPOSE OF UNITED STATES MILITARY ASSISTANCE PROGRAM 


Mr. ALEXANDER. General Guthrie, I was impressed with your first 
statement that the purpose of the United States is to strengthen the 
NATO field force, and to assist certain non-NATO nations in resisting 
Soviet aggression. How do you place Yugoslavia into the slot as 
adding to, we will say, paying dividends in United States security? 

General Gururre. In the first place, sir, as Mr. Elbrick has covered 

there is a political advantage to pry anybody away from behind 
< Iron Curtain. Militarily speaking, we have just discussed Yugo- 
slavia as to what their contribution would be. That country, if it 
did nothing else but tie up Russian forces, would contribute to the 
defense of NATO and, as Mr. Elbrick also pointed out, they are 
members of the Balkan Pact, with Greece and Turkey, and have 
allied themselves with them. Of course, those countries are members 
of NATO. 

Mr. ALEXANDER. With whom did we make our agreement to assist 
Yugoslavia? Was it Tito? 

Mr. Exsrick. Tito’s government. 

Mr. ALEXANDER. And any assistance that we give to that country 
would be strengthening the hand of the Government today, would 
it not? 

Mr. Exvsricx. It is possible; yes, sir. 


Mr. ALexanper. And that Government is of Communist phi- 
losophy. 
Mr. Exsrick. Yes. 


AID TO YUGOSLAVIA 


Mr. ALEXANDER. Could you or the other gentleman here give us all 
of the assistance that we have given to Yugoslavia, other than the 
military assistance? I understand that is secret, or classified, but the 
other, I understand, is not. What do we have under Public Law 
480? Do we have agreements with them on that? 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. ALEXANDER. I would like to have a summary. You need not 
tell me right now. 

Mr. Passman. They have it from all sources; technical aid, eco- 
nomic aid, and they get some benefit from Public Law 480. Could 
you find out from the proper department the amount they do get out 
of Public Law 480? 

Mr. Atexanper. I would like to have not only that, but under 
technical cooperation and every assistance that we give to them. 

Mr. Passman. To the present time? 

Mr. ALEXANDER. That is right. 

Mr. Van Dyke. I can tell you now, Mr. Congressman, under 
Public Law 480 they have been authorized total sales of $223 million. 
Under the mutual security program the total is $386 million, excluding 
military assistance, through fiscal year 1957. I think it would be 
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appropriate at this point if we would submit a table for the record, 
showing these various amounts. 
(The table referred to follows:) 





Yugoslavia 
Mutual secu- Public Law co Mutual secu- | Public Law 
rity programs 48)—Sales of rity programs | 48)—Sales of 
Fiscal year (excluding surplus agri- | Fiscal year (excluding surplus agri- 
military cultural | military cultural 
assistance)! commodities | assistance)! | commodities 
1951... J 227.94... | 1956_.-- 29.7 | 71.2 
ees - 81.5 | | 1957_-- #15.0 | 99. 6 
1953 _ . .. sok 122. 4 | — | 
enn denoes | 66. 5 |--- san Total_- | 385. 7 222.8 
SOs ouesws 42.7 | 3 §2.0 | 


1 Includes technical exchange programs. 

2 Excludes $65 million from emergency food program administered by Department of State in fiscal year 
1951. 

3 Excludes title II, Public Law 480 programs of $44,500,000 (CCC prices) in fiscal year 1955. 

4 Estimated. 


PUBLIC LAW 480 SALES AGREEMENTS WITH EUROPEAN COUNTRIES 


Mr. ALexanper. I wonder if you could give us a little table for 
each of the countries of Europe, how much they have received under 
Public Law 480? 

Mr. Van Dyke. Yes, sir; we will submit that. 

(The information requested is as follows:) 


EUROPE 


Title I, Public Law 480, sales agreements (signed from beginning of program through 
May 31, 1957) 


[Million dollars] 


Market value 
including ocean 


Country: transportation 
SE RE Re de Ce a ee Fn $43. 3 
en Spy Suh tsi ce at eh Pak Oi) ie Se et Abe ai 7 
itl itl ws Owen i tls es Bll i be Slectald 2 1 
ee a i at 1.2 
a edo ose es Glen AS oe pa we ahd tk Oh eon om Dn ee at a 2.8 
OOO ALi? LCL kL ob mae ead aan eeeese ee See ea cen nig 127.9 
IR dy hui gh ee ClO p sok bo ak ee 3 
a a ee lt PN oe eee 3 
ee le a ain decane shiniptiida lh Tern pecan 184. 2 
United Kingdom_-_-.____- Fete “eet aa heath which os cee dlaghnen tog es Bese ne eae oT 33. 4 
a ae oo ee ie eee mies re, oe Sele A3t Loe aes 

I I a rts at er el hy cEh. chin cnctntethe Adds eae hupeae 652. 8 


Mr. ALEXANDER. Is it also true that none of the fond under Public 
Law 480 is included in the budget amount requested for 1958? In 
other words, that is outside of our so-called mutual security program? 

Mr. Van Dyke. That is correct, Mr. Congressman. We do take 
into consideration potential sales under Public Law 480 in arriving 
at these recommended programs. 

Mr. PassMan. But it is no part of the mutual security program? 

Mr. Van Dyke. It is not a part of this presentation; no, sir. 


. 
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ALTERNATIVES AVAILABLE IF ECONOMIC ASSISTANCE WERE ELIMINATED 


Mr. ALEXANDER. If the economic aid were cut out by the Congress, 
how much assistance could be given to the European countries under 
the defense-support item as recommended by the administration in 
this bill? 

Mr. Van Dyke. That would involve a calculation as to possible 
transfers under the legislation. There are some transfer provisions. 
If you are thinking of the total possibility, it would require some 
figuring. The only amount we have requested in this presentation 
for the European area under defense support is $30 million. 

Mr. ALEXANDER. If the economic assistance were cut out, would 
your Department begin shifting and including under defense support 
things that you do not now intend to? 

Mr. Van Dyxnz. For the European area? 

Mr. ALEXANDER. Yes. 

Mr. Van Dyke. Well, it would be pretty difficult to determine 
what is going to happen in Europe over the next year. We cannot 
definitely state that we would not, because there might be situations 
arise under which it would be desirable to provide some sort of 
assistance. 

DEFENSE SUPPORT 


Mr. ALEXANDER. Could you tell us specifically what you could 
include under defense support? 

Mr. Van Dyke. As defense support is defined in this year’s pre- 
sentation, it is confined to funds necessary to achieve certain military 
purposes. In the case of Spain, for example, we want to insure con- 
tinued cooperation from the Spanish in the maintenance of our base 
facililies in that country. 

There are other goals which we want to see achieved in Europe, 
having to do primarily with the maintenance of forces. Our present 
judgment is that these goals can be achieved without defense support 
assistance, but as I say, conditions might conceivably change. Also, 
under the legislation, certain special assistance could be prov "ided from 
the President’s emergency fund. 

Mr. ALEXANDER. But it would not be provided under defense 
support? 

Mr. Van Dyke. No, sir; not unless it met the requirements for 
defense support. I would have to consult the lawyers as to what 
would be legally possible under all the various situations. Normally, 
if additional funds were required in the European area, they would 
be drawn from the President’s special fund. 

Mr. ALEXANDER. I would ask you to put in the record a statement 
to show the Congress now what could be shifted from the economic 
support to defense support, in case that should happen. 

Mr. Van Dyke. We will supply that statement. 

(The information to be furnished follows: ) 

No funds could be shifted to be furnished as defense support that did not 
meet the requirements of defense support. These requirements are defined on 
page 31 of the World Wide Summary Statements as follows: 

fense support to any country is that economic assistance which is required in 
addition to any necessary military assistance (including what was once called direct 
forces support) to make possible, or otherwise to secure, some specific contribution 
by the country to the common defense. The end result sought is the achieve- 
ment of a particular military objective, and any economic benefits that may 
also accrue should be considered as purely incidental to such end result. 
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Under this general rationale, the need for defense support normally arises in a 
country in which either or both of the following conditions exist: (1) the country 
is not in a position to support a certain specified indigenous military effort without 
United States aid which is over and above military assistance; or (2) United States 
aid, other than, or in addition to, military assistance, is necessary in order that 
United States military forces may have available and effectively use certain 
military facilities or other military rights within the country. 

The description of defense support has been reworded this year to reinforce 
these requirements. Defense support must now be “specifically designed to 
sustain and increase military effort.” The report of the Senate Committee on 
Foreign Relations on the Mutual Security Act of 1957 makes clear the nature of 
the change: 

‘** Although the redefinition of defense support involves only the addition of one 
word, ‘specifically,’ the committee attaches considerable importance to it. Because 
of ambiguities in the law, defense support over the past few years had come to be 
a sort of hodgepodge, catchall category of aid which was limited to those countries 
also receiving military assistance but which, within those countries, could include 
anything, however remotely related to military purposes. It is the intent of this 
amendment to limit defense support to that aid which is specifically designed to 
sustain or increase the military effort of the recipient country. Under the new 
concepts of aid incorporated in the Mutual Security Act this year, if it is desired 
to aid countries receiving military assistance to an extent over and above that 
required to sustain their military effort, or to assure the availability of bases 
needed by the United States, then such aid cannot come from defense support 
but must either come from special assistance or must be placed on a loan basis 
from the development loan fund.”’ 


NEED FOR CONTINUED AID TO EUROPE 


Mr. ALexXanpeER. You have made the statement that the United 
States mutual security system in European areas is being given not 
because of the nations being weak, but rather, because they are strong 

Now how much stronger do they have to get before we can stop 
our assistance program? 

Mr. Exvsrick. I would say, sir, that they would have to get stronger. 

Mr. ALEXANDER. That statement does not mean that we have to 
give more and more the stronger they get? 

Mr. Exvsrick. Not at all. 

I would say that—this is erystal ball gazing, too—but I think I did 
say previously that the support that we are giving to the European 
countries in military assistance, which is marginal support, is highly 
important to the European countries, because it consists of those items 
which they cannot make themselves and do not have the dollars to 
buy. Nowadays these are chiefly modern weapons, without which 
the European countries would not feel that they had sufficient defense 
to make their own effort worthwhile. They would have to have the 
dollars to buy them, unless, in the near future, they could develop 
a capacity to manufacture them themselves. 

Mr. ALEXANDER. Mr. Secretary, that means that in practically all 
European countries their economic capabilities are 100 percent to 200 
percent greater than it was prior to World War II, and at that time 
they had the capability of producing, supplying, and enforcing the 
greatest armies that we had known at that time. 

Is it not a question of the will to defend, rather than the ability to 
do it? 

Mr. Exsrick. I do not think the best will in the world would be 
any good against a nuclear army, if you do not have the proper 
weapons to fight back with. That is an off-the-cuff military remark, 
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which I should not be making, really, but I do feel that the Europeans, 
without the sense of security that some of these weapons give them, 
would not feel it worth while to continue the business of building up a 
big Military Establishment. They are much better off, there is no 
doubt about it; economically they are improving all the time. We 
would certainly hope that they would arrive at the point where none 
of this would be necessary again. But we do not know when this 
will happen. 

Mr. AtexanpEr. The thing that worries, me Mr. Secretary, is this: 
We have seen where Great Britain has cut down on her military effort, 
or at least has shifted it to the new device, and I am afraid that as 
long as we are holding out help and assistance to help defend them, 
we are going to weaken their will to want to stand up and do for them- 
selves what we are trying to encourage them to do. 

I am afraid that many other of your NATO countries are going to 
follow the lead of the United Kingdom. Do you have any opinion 
as to the possibilities of that? 

Mr. Extsrick. I do not really share your thought that they do not 
have the will or will not have the will to resist in the United Kingdom, 
for example, or any other country. 

Mr. ALEXANDER. I do not mean that. 

Mr. Exsrick. I do think the will to resist would be affected by the 
ability to use modern arms in a modern war. That is my point: 
That without the weapons or tools to do the job, they do not stand 
much of a chance. They can produce the conventional armaments, 
as they did in the Second World War. They are doing that to a very 
large extent themselves. 

Mr. ALEXANDER. We are not limiting our support to just the new 
weapons. 

Mr. Exsrick. No, but a great part of it is that. That is true. 

Mr. ALEXANDER. Do you think we could limi! it to just the new 
weapons next year? 

Mr. Exsrick. I think General Guthrie would like to answer that 
question. 

General Gurnriz. No, sir, because the new weapons category, as a 
definition, is the weapons which either have a nuclear capability, or are 
very modern and advanced, such as the weapons in the radar field or 
submarine detection field, which these countries do not have the 
capability of making, but also the equipment which we have already 
given them, such as aircraft, does need a flow of spare parts, and if a 
new model is developed, an improved model, that can be replaced in 
order to give them a combat capability they have to have to maintain 
this will to resist. 

Mr. ALEXANDER. I realize that we have decreased military assist- 
ance in the last 7 or 8 years from 79 percent to 25 percent. It seems 
to me with the economic capabilities of these countries as they are, 
that within a very short time we ought to be able to cut it down to 
nothing, except for the new weapons. 

General Gururie. We should certainly hope so, sir. 

Mr. ALEXANDER. That is all, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Alexander. 

We shall recess until 10 o’clock tomorrow morning. 
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Mr. Passman. The committee will come to order. 

We shall hear first this morning the Honorable William M. Roun- 
tree, Assistant Secretary, Near Eastern, South Asian, and African 
Affairs, Department of State. 

Mr. Secretary, do you wish to make a statement ? 

Mr. Rountres. I do, Mr. Chairman. 

Mr. PassMan. You may proceed. 


STATEMENT OF ASSISTANT SECRETARY OF STATE FOR NEAR EASTERN, 
Soutru AsIAN, AND AFRICAN AFFAIRS 


Mr. Rountree. Mr. Chairman and members of the committee, I 
would appreciate discussing, first, the mutual security program in 
relation to the Arab States, Israel, Greece, Turkey, and Iran. I would 
like later to make additional comments on south Asia and on Africa. 

The area we are discussing captured many newspaper headlines 
during the past year. Egyptian seizure of the Suez Canal began a 
chain of events which led close to disaster. The closure of the Suez 
Canal to world trade produced serious economic disruptions through- 
out the world, and brought heavy financial losses to the Middle East 
oil-producing countries. The hostilities in Egypt threatened to engulf 
the whole area. Jordan’s independence was only rescued by the 
courageous actions of young King Hussein. Several area countries, 
dedicated to true independence, were forced to combat interference 
in their internal affairs by certain of their neighbors. Relations be- 
tween our good friends became increasingly strained over the future 
of Cyprus. 

Fortunately, the situation has been checked. At present, there is a 
moment of relative calm. However, we would be deluding ourselves if 
we concluded that efforts during the past year have given us more than 
a platform from which to work for more permanent stability. We may 
point to certain specific achievements, but there are many difficult tasks 
ahead. The joint resolution of the Congress on the Middle East of 
March 9, 1957, expressed the recognition of the American people of 
the need to assume, upon the request of Middle East countries, heavier 
responsibilities against the threat of international communism. Am- 
bassador Richards has testified to the Congress regarding the im- 
portance of discharging this commitment to help. Working through 
the United Nations and standing forthrightly on principle, the United 
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States played a leading role in stopping the fight in Egypt and in se- 
curing the withdre rwal of the inv ading forces. Relations between the 
United States and Saudi Arabia were more closely knit during King 
Saud’s visit here and intimate discussion with President Eisenhower. 
The Baghdad Pact grew in stature as an organization to combat inter- 
national communism, and we decided to join the Military Committee 
and to contribute financially to projects approved by the organization’s 
Economic Committee. 

In citing certain problems encountered and specific measures taken 
by the United States during the past year, I cannot overemphasize the 
fact that we have no option : but to continue our assistance programs, if 
we are not to discard whatever progress has been made. We must make 
clear to the people of the area our willingness to help. In reporting 
upon his mission to the Middle East, Ambassador Richards has stated 
that the key issue in many countries was simply that of confidence. 
Do you trust the United States or do you trust international com- 
munism? The answer was unequivocal in most cases. We must live 
up to this trust. All of us know the results of a violation of confidence. 

Although the mutual security program is but one of the foreign 
policy instruments we are able to employ, it is indispensable if we are 
to maintain confidence that the United States will in fact help toward 
that economic and social development so badly needed, assist area coun- 
tries to build up their own military strength and carry out the inevita- 
ble emergency operations. 

The mutual dates assistance program is a concrete answer to the 


need to build military security from external threat and internal sub- 

version. It will provide countries of the area with equipment for their 

forces, and help them to cover the direct economic costs of those forces, 
9 


which are beyond their capacity to bear alone. The forces of Greece 
and Turkey are important factors in NATO military planning, Iran 
and Iraq are pivotal states in the growing Baghdad Pact. Pakistan 
is a vital area at the other end of the northern tier. The economic 
cost. provision is often misunderstood. The expenses involved are 
solely those arising directly from maintaining military forces of the 
magnitude required to play a full part against international commu- 
nism. If we do not defray a part of this additional cost, the capabil- 
ities and size of the military force will be reduced with a direct less- 
ening of free world military security, and internal stability will suffer, 
thus facilitating Communist subversion. 

Skills and capital are badly needed by most of the countries in the 
area. The technical assistance program has already proven it can 
meet the first requirement; the development loan fund will assist on 
the second. We continue to encourage private investment and intra- 
area cooperation, but this alone cannot do the job. Additional capital 
is needed from the United States on a planned businesslike basis. 

The past year has demonstrated that emergencies and crises will de- 
velop which even the utmost prescience could not foretell. The special 
assistance request is designed principally to cope with such contin- 
gencies. We must move quickly and decisively to ward off incipient 
threats undercutting the positive work of the military and economic 
assistance programs. Furthermore, there are certain countries in 
which the economics are such that loans are impractical, and yet we 
wish to be able to help. 
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I believe, Mr. Chairman, we must continue to show our strength of 
purpose and steadfastness in carrying out our responsibilities in the 
area. ‘The program before you is essential, if we are not to destroy 
present confidence in our intentions. It is essential if we are to hope 
to make permanent the steps toward stability taken during the past 
year. 

Mr. Passman. Thank you, Mr. Secretary. You may proceed with 
your second statement. 


GENERAL STATEMENT ON SoutH AsIA 


Mr. Rountres. Mr. Chairman and members of the committee, I 
should like now to review with you political and economic develop- 
ments in south Asia during the 12 months since we last met, concen- 
trating upon the part which the mutual security program plays in 
this area of the world. 

Nowhere is the successful development of free political institutions 
more closely linked with the achievement of reasonable economic prog- 
ress. The 500 million inhabitants of south Asia are experiencing a rev- 
olution of expectations.’ Politica] institutions are judged in large part 
by their ability to produce results in terms of providing a larger por- 
tion of the material comforts of life. The Governments of India, 
Pakistan, Afghanistan, Ceylon, and Nepal have undertaken develop- 
ment programs in response to these demands. 

The U.S. S. R. and Communist China understand the decisive role 
of economic development in the political future of south Asia. As a 
consequence they have mounted a substantial economic program aimed 
at demonstrating their willingness and ability to provide capital 
goods, thereby purporting to show the superiority of the Communist 
path. We cannot afford to ignore the large Soviet programs in 
Afghanistan and India, and Chinese Communist assistance to Nepal. 

In April 1956, India undertook its second 5-year plan of economic 
development—an ambitious program designed to provide an enlarged 
base of electric power, transport, and heavy industry. Despite ener- 
getic leadership and the adoption of stringent methods to maximize 
investment of local capital, India is experiencing financial difficulties in 
meeting its goals. Our aid, particularly through technical assistance, 
the development loan fund, and the provision of surplus agricultural 
commodities, may provide the margin between failure and a reason- 
able chance of success. The scale of our assistance is minimal com- 
pared to the total investment but, as in so many similar cases, will con- 
stitute the extra lift needed. India’s program is looked upon by the 
rest of Asia as the most important single experiment in development 
under democratic procedures, in contrast to and in competition with 
the methods of Communist China. 

During the past year Pakistan has continued to provide strong sup- 
port for free world objectives and to participate actively in collective 
security arrangements. It is an important member of SEATO and 
the Baghdad Pact. Part of the mutual defense assistance funds 
which we are requesting is destined for Pakistan. The funds will 
cover military assistance to maintain agreed forces, and will also en- 
able Pakistan to meet certain of the direct economic costs of these 
forces, which are beyond the capacity of its own limited resources. 
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The defense arrangements in which Pakistan participates contribute 
to the worldwide military strength of the free world and thus to our 
own national security. At the same time it is important that Pakistan 
continue its own large investment in economic development to meet 
the demands of its people, building thereby firmer support for its 
present international policies and avoiding exposing itself internally 
to subversion. 

A year ago I expressed to you concern over the effects of the large- 
scale Soviet credits to Afghanistan on the political future of that coun- 
try. During the past 12 : months Afghanistan has demonstrated a de- 
termination to maintain its national independence. It reaffirmed this 
resolve in a communique issued jointly with Ambassador Richards on 
April 2, 1957. I am happy to report that there has been a recent im- 

rovement in relations between Pakistan and Afghanistan, particu- 
larly with respect to arrangements for the transportation of goods 
destined to the latter. We have endeavored to assist Afghanistan 
with its transportation and communications problems. We need to be 
in a position to continue to encourage Afghanistan to develop economic 
associations with its southern neighbors, and to strengthen its ability 
te remain independent. 

Ceylon, faced with the pressure of a rapidly growing population, 
has accelerated economic development under its new government. 
American assistance has been of importance in demonstrating our 
interest in the future of free democratic institutions in this island 
democracy. 

In Nepal, the new expectations of the people have been manifested 
in a growing demand for immediate economic development. Both 
the Communists and the free world have responded with offers of 
help. Communist China proffered the Government of Nepal a credit 
of $12 million for its development program. India and the United 
States have increased their assistance and sought particularly to ad- 
vance projects in the fields of transportation and communications link- 
ing Nepal more closely to India. 

I believe it is apparent from the foregoing brief review that the 
mutual security program has an especially significant role to play in 
South Asia in support of governments determined to remain free from 
international communism. The issue is clearly joined with inter- 
national communism. The result hinges upon whether the Com- 
munists or ourselves best help the peoples fulfill their aspirations. 

Mr. Passman. Thank you, Mr. Secretary. 

T shall now read from an article: 

It is a gloomy moment in history. Not for many years—not in the lifetime 
of most men who read this—has there been so much grave and deep apprehension ; 
never has the future seemed so incalculable as at this time. 

In France the political cauldron seethes and bubbles with uncertainty; Russia 
hangs as usual, like a cloud, dark and silent upon the horizon of Europe, while 
all the energies, resources, and influences of the British Empire are sorely tried, 
and are yet to be tried more sorely, in coping with the disturbed relations in 
China. 

It is a solemn moment, and no man can feel an indifference—which happily, 
no man pretends to feel—in the issue of events. 

Would you agree that the foregoing runs true with events as we 
view them today? The comment was an excerpt from Harper’s 
Weekly for October 10, 1857, 100 years ago. Is not history repeating 
itself ? 
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We are pleased to have present with us the distinguished chairman 
of the Appropriations Committee, Mr. Cannon. 

The next witness is Mr. Norman Burns, Acting Regional Director, 
Office of Near East and South Asia Operations, ICA. 

Do you wish to make a general statement, Mr. Burns? 

Mr. Burns. Yes. 

Mr. PassmMan. You may proceed. 


STATEMENT or ActinG ReGionart Director, Orrice or Near East AND 
Soutn Asta Oprrations, ICA 


Mr. Burns. Mr. Chairman and members of the committee, my state- 
ment covers the Near East and south Asia. Our request for defense 
support and economic and technical assistance for the Near East and 
south Asia countries totals $256.6 million for the fiscal year 1958, and 
includes : $170 million for defense support; $48 million for technical 
cooperation ; $13.8 million for special assistance ; and $23.8 million, as 
a carryover of the unobligated balance of prior appropriations for 
Palestine refugee relief and rehabilitation. These fund requests rep- 
resent proposals for projected programing. 

Mr. Passman. Did you purposely omit the word “firm” ? 

Mr. Burns. Yes. The statement was a little long. 

Mr. Passman. Was omission of the word “firm” merely an over- 
sight ? 

Mr. Burns. I took it out in the interest of shortness. I will put it 
back in if you prefer. 

I was just trying to shorten the reading time of the statement. Here 
and there I have cut out whole sentences on that account. 

They reflect a current economic assessment which depends on ful- 
fillment of favorable assumptions. Should events prove less favor- 
able, there may be further requirements on the worldwide contingency 
fund under special assistance. It is further assumed that countries in 
the area will be in a position to make proposals to the development 
loan fund for which funds are requested on a global rather than area 
basis. 

DEFENSE SUPPORT 


Our objectives in defense support are to enable the aid-receiving 
countries to make a specific contribution to the common defense. We 
are trying to achieve a particular military objective, and any economic 
benefits that may also accrue are incidental to the maintenance of the 
force level. Since the maintenance of effective military forces pre- 
supposes a minimum level of political and economic stability, the min- 
imum level of defense support is that which enables the receiving 
country to make its force contribution without incurring any signifi- 
cant economic deterioration. 

For Greece, Turkey, Iran, and Pakistan, a oe support program 
of $170 million is peepinst for the fiscal year 1958, as against $215 
million in fiscal year 1957. This reduction of $45 million as com- 
pared with fiscal year 1957 reflects to some degree the increased 
country capacity as well as the change in the fiscal year 1958 definition 
of defense support to exclude requirements for purely development 
purposes. Defense support will assist Greece, Turkey, and Pakistan 
to maintain the essential flow of imports which their own limited 
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foreign exchange earnings could not otherwise finance. Defense sup- 
port made available to Iran helps support the military construction 
program. These four countries, together with Iraq, w hich receives 
mere _assistanc e but no defense support, are associated with the 
United States in a number of vital collective security arrangements: 
Greece and Turkey in NATO; Turkey, Iran, Iraq, and Pakistan in 
the Baghdad Pact; and Pakistan in SEATO. Their combined forces 
exceed 1 million men. 


ECONOMIC AND TECHNICAL COOPERATION 


Now, a few words on economic and technical cooperation. The 
countries of the Near East and south Asia are increasmgly aware of 
their need to increase production, to improve the standards of living, 
and to meet the aspirations of their people for better conditions of 
life. We believe that the achievement of these objectives within a 
free choice society serves the long-run interests of the United States. 

The task of the mutual security program involves not merely sub- 
stantial increases in local resources, but changes in basic attitudes 
toward local problems and methods of solution. This implies an 
increase in flexibility, in acceptance of change, and in ability to adapt 
new ideas to local conditions. This is the area which economic and 
technical cooperation programs are designed to cover. 

For fiscal year 1958, excluding the requested carryover for the 
Palestine refugee program, a tot: al of $61.8 million is proposed for 
economic and technical cooperation in the Near East and south Asia 
countries, mainly for technical cooperation. 

Technical cooperation programs have been carried on in 15 countries 
in the Near East-south Asia region and will be continued in the fiscal 
year 1958. The proposed tec hnical cooperation program for the fiscal 
year 1958 totals $48 million for the Near East-south Asia region, as 
against estimated obligations of $43.9 million in the fiscal year 1957. 
Such programs will permit continued effort to raise the general levels 
of skills, to broaden the basic training of leaders, administrators and 
teachers, and improve methods, techniques, and organization and 
agric ulture, industry, public and private management and education. 

In the past there have been dobelonshent assistance programs in 
eight countries in this region. In fiscal year 1957, estimated obliga- 
tions for development assistance amounted to $164 million. This 
category of development assistance has been eliminated in fiscal year 
1958. Most of such needs can be met by access to the development 
loan fund. However, not all such problems are suitable for resolu- 
tion through loans and some of these situations reflect elements of 
critical dependence on imports that would require early and firm pro- 
graming. Special assistance, $13.8 million, is proposed only where 
there are country problems for which a degree of direct preplanning 
is required which cannot be provided by “other sources of develop- 
ment funds. 

There are elements, both political and economic, in the Near East- 
south Asia region which cannot be precisely foreseen for a full year 
ahead. Natural disasters may upset resource calculations. Further, 
while the Middle East resolution approved by the Congress last year 
has contributed to the relative quiet which is now reflected in this 
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area, the basic causes of instability and unrest have not disappeared. 
Thus, although the program amount of special assistance proposed for 
the Near East and South Asia is $13.8 million, a substantially larger 
amount might ultimately have to be devoted to carrying forward the 
efforts already instituted by Ambassador Richards. 

It is our intention to use the development loan fund in all appro- 
priate instance. Where loans prove unsuited, special assistance may 
have to be extended to accomplish immediate results. For these pur- 
poses, the contingency reserve under special assistance provides ap- 
proximately $200 million for worldwide use. 


COST COMPONENTS 


Of the proposed total program of $256 million for defense support 
and economic and technical cooperation for the fiscal year 1958, about 
80 percent will be used to provide commodities. The $170 million 
defense support program is essentially a program of commodity sup- 
ply; namely, $25 million in agricultural commodities; $127 million in 
raw materials, machinery, equipment, and other industrial commodi- 
ties; the balance takes the form of freight and other services. Under 
the special assistance program, $10 million is proposed for agricul- 
tural commodities. The remaining 20 percent of the total program 
consists of project assistance; namely, $48 million in technical coop- 
eration and $3.8 million in projects under special assistance. 

Technicians under direct hire and under contract with private or- 
ganizations will require about two-thirds of the total project cost; 
supplies and equipment are budgeted at about one-fifth of the project 
cost and participants to be trained in the United States, or at the 
American University of Beirut, represent about 10 percent of the 
project cost. 

PUBLIC LAW 480 


With respect to Public Law 480, we have assumed throughout that 
the authority of Public Law 480 will continue to be available to per- 
mit sales of surplus agricultural commodities and shipment of emer- 
gency supplies in the event of shortages of local production. 

Mr. Passman. Is Public Law 480 taken into account with respect 
to the funds requested here ? 

Mr. Burns. It is not included here. 

Mr. Passman. You would have requested more funds if there were 
no Public Law 480? 

Mr. Burns. Yes. 

Mr. Denton. Have they ever brought up the figures on Public Law 
480 and in the counterpart funds? 

Mr. Passman. Not yet. They are working on the report now. 

Mr. Burns. I will now comment on the development loan fund. 


DEVELOPMENT LOAN FUND 


We propose for the new development loan fund an appropriation 
of $500 million in the fiscal year 1958 and authorization for $750 mil- 
lion for the fiscal year 1959 and the same amount for the fiscal year 
1960 to cover worldwide requirements. 
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There is no specific illustrative distribution of the funds to suggest 
area totals. The new fund will enable the United States to respond 
to sound, well-conceived country proposals for development. The 
fund is conceptually different from the development assistance under 
section 201 of last year’s legislation in that there is no advance dis- 
tribution of funds by country, nor will any country be assured of 
assistance up to an illustratively programed level. Loans from the 
fund will be made on the basis of documented country applications. 
Near East and south Asian countries have conducted their own ex- 
plorations of country development needs. We believe that they will 
be able to make reasonable development proposals to the development 
loan fund for programs and projects of a sufficiently specific charac- 
ter to permit implementation of loan activities. At the outset, coun- 
tries will have to find their way in the new process. Once begun, we 
believe that the fund will provide an effective mechanism for orderly 
economic development. 


PERSONNEL 


There are now working in the Near East and south Asian countries 
927 American technicians under direct hire by ICA, plus 629 special- 
ists under ICA contracts with private American firms and with 28 
American universities. Targets for the fiscal year 1958 are 1,060 and 
707, respectively, to cover restoration of operations interrupted by the 
hostilities in the Near East and to meet the needs of a number of 
country programs which have been drastically understaffed in the 
past. 

The value of American technicians to these countries in dealing 
with their local problems is evidenced by increasing requests for more 
United States technicians. The limited increase in staffing targets 
reflect ICA’s intentions to meet only the most pressing of such requests. 

Advance technical training would, as in the past, be provided to 
foreign students and officials from this area. Present plans provide 
for training of 2,167 participants in the fiscal year 1958 as against 
1,993, in the fiscal year 1957. 


PIPELINE 


The $256 million proposed for defense support and economic and 
technical cooperation programs for the Near East and south Asia 
in the fiscal year 1958 is $188 million less than estimated obligations for 
such programs in fiscal year 1957, including development assistance, 
and $193 million less than such obligations in fiscal year 1956. While 
the obligation rate has declined slightly from fiscal year 1956 to 1957, 
and will drop sharply as a result of the reduced requests for obliga- 
tional authority for these purposes in fiscal year 1958, the rate of 
actual expenditure has remained, and is expected to remain, stable as 
prior obligations are utilized. Expenditures in the fiscal year 1956 
were $401 million; estimated expenditures in fiscal year 1957 amount 
to $402 million, and anticipated expenditures in the fiscal year 1958 
total $398 million. Thus, the pipeline of unliquidated obligations 
which rose from $560 million on June 30, 1956, to $602 million on 
June 30, 1957, is expected to drop to $460 million by June 30, 1958. 

The foregoing figures, of course, do not take into account any loans 
that might be made to the Near East and south Asia under the devel- 
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opment loan fund, or of any additional aid beyond the $13.8 million 
that might be extended to them under special assistance. 

Mr. Chairman, that concludes my statement. We have more de- 
tailed statements on individual country programs which are avail- 
able to the members of the committee. 

Mr. Passman. Each member of the committee has received a copy 
of the supplement. We shall decide later whether the information 
contained therein should be inserted in the record. 

We shall now hear from Rear Adm. Charles K. Bergin, regional 
director, Near East, South Asia and Africa, ISA, Department of 
Defense. 


STATEMENT OF RecronaL Drrecror, Near East, Sourn Asta AnD 
Arrica, INTERNATIONAL Securtry Arrairs, DEPARTMENT OF DE- 
FENSE 


Admiral Brerern. I have a short prepared statement that I would 
like to submit for the record, if I may, and then I will speak informally 
from the charts to cover the same points. 

Mr. Passman. It is the rule of the committee that each witness 
shall read his statement. 

Admiral Beretn. Mr. Chairman and members of the committee, I 
should like today to review with you why our programs of military 
assistance are needed in the countries of the Near East, South Asia 
and Africa, what they have accomplished there, and what we are 
proposing for the military assistance program in fiscal year 1958. 

The strategic importance of this entire area is doubtless well known 
to you. The countries surrounding the Persian Gulf constitute the 
major source of oil for the economy of Western Europe. Inthe Middle 
East and north Africa are located some of the most important for- 
ward sea and air bases of the United States. Moreover, if the Soviets 
should be successful in achieving domination over the Middle East 
or any substantial part of it, they would gain control of strategic 
sites, seaways and warm-water ports that are so important to the 
accomplishment of their ultimate goals. 

The Communists, fully cognizant of these same factors which make 
the Middle East a rich prize, continue to employ every means short 
of military aggression in their effort to achieve a dominating in- 
fluence throughout the area. In doing so they have seriously aggra- 
vated the difficult tensions that have existed within and among the 
countries of the Middle East for many years. The response of the 
United States to this ever-increasing threat to the security and inde- 
pendence of this important area, as Admiral Radford has pointed out, 
must be threefold. We must help the nations of the Middle East to 
remain independent of Soviet domination. We must do everything 
within our power to see that the resources, strategic sites and trans- 
portation lanes of the area remain available to the free world. And, 
finally we must see that all of these same strategic assets are kept 
from falling within the orbit of Soviet control. It is with these ob- 
jectives in mind that the military assistance program has been, and 
continues to be, developed and carried out. 

The defensive capabilities of the nations in the Near East, South 
Asia and Africa in which we carry on programs of military assistance 
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have improved measurably as a result of our aid. The forces which 
we have helped Greece and Turkey develop make a vital contribution 
to the security of NATO’s right flank. Their record in Korea gave 
proof of the excellent fighting quality of their troops. The strength 
of these forces is constantly growing, but continued assistance will be 
necessary if they are to be brought up to and subsequently maintained 
at NATO standards. 

Our programs of military assistance to Iran and Iraq have resulted 
in a significant strengthening of the internal security, political 
stability, and defensive potential of these countries. Pakistan, which 
constitutes the left anchor of the South East Asia Treaty Organiza- 
tion, has, through its own efforts and our assistance, developed a con- 
siderable and valuable force for use in the defense of the area. Our 
timely but small amount of military assistance to Libya has served to 
strengthen that country’s resistance to pressures of international com- 
munism by providing her tangible evidence of Western support. 
Ethiopia, which contributed an effective fighting unit to the United 
Nations forces in Korea, has been able, with our training and equip- 
ment to strengthen its internal security. In all of these countries the 
significant contribution which military assistance makes to their in- 
ternal security and increased defense posture has the important added 
effect of furthering political stability and thereby creating the kind 
of conditions under which economic development can go forward. 

The nations in the Middle East which we are assisting are now main- 
taining more than 1 million men under arms. For the support of 
these forces they are contributing, in their collective annual military 
budgets, more than $2 for each dollar’s worth of American military 
aid tothem. This is a striking effort on their part when one considers 
the relatively low level of the development of their economies. In 
the process of building up the military effectiveness of their forces, 
the stability of their governments and the confidence of the people in 
their leaders have been notably strengthened. These nations are 
staunch, dependable and helpful allies, and they are firmly opposed to 
the philosophy and actions of international communism. 

An important element of the free-world defense effort, entirely 
within this area, is the 2-year-old Baghdad Pact signed by Turkey, 
Iran, Iraq, Pakistan, and the United Kingdom. Bridging the gap 
between the right flank of NATO and the left flank of SEATO, the 
pact completes the free nations’ strategic defense perimeter. It is 
designed to provide a coordinated approach to the member nations’ 
military, economic and political problems. While the United States 
is not a member of the pact, it strongly supports the work of the 
organization and the defense efforts of all of its members. Although 
the actual military strength of the Baghdad Pact is not yet fully 
realized, it serves as a significant deterrent to Communist military 
aggression in this troubled area. Militarily speaking, the deterrent 
effect lies in the realization by a potential aggressor that he would 
have to cope with the coordinated military effort of all of its members 
instead of being able to pick off one country at a time. 

In fiscal year 1958, we are proposing to continue our programs of 
military assistance to Greece, Turkey, Iraq, Iran, Pakistan, Ethiopia, 
and Libya. For the entire area these amount to a total of $390.4 
million. Over 80 percent of this amount will go to Greece, Turkey, 
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and Pakistan. Of the total program for the area, approximately 
$162.3 million will be devoted to the maintenance of the military 
strength that has already been achieved. The remaining $228.1 mil- 
lion will be spent to improve the effectiveness of these forces. We 
are asking that these funds be authorized on a continuing basis and 
that the appropriations be available until expended. In addition to 
permitting us to bring our operations more in phase with other activi- 
ties of the Department of Defense, such a change would recognize, 
in a way that is important to both the American people and the 
nations of the Middle East, that our mutual defense assistance pro- 
grams are an essential and well-established part of our own long-range 
defense planning. 

In view of the inroads which international communism is attempt- 
ing to make all through the Middle East and in north Africa, these 
programs of military assistance to the nations of that area are a vital 
part of our worldwide defense effort. We believe that they are 
soundly conceived and austere; we are convinced of their necessity 
in meeting the threat that faces the entire free world. 

Mr. Passman. Thank you, Admiral Bergin. I believe Ghana was 
mentioned in earlier statements with regard to this particular area. 
Would this new nation be included in this list ¢ 

Admiral Brrern. Yes; it comes under our area. There is no mili- 
tary assistance program. May I proceed with the charts? 

Mr. Passman. Yes. 


COUNTRIES PARTICIPATING IN MILITARY ASSISTANCE PROGRAM 


Admiral Beret. I will start by describing the area where our mili- 
tary program is effective. 
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The dark blue [indicating] represents the Baghdad Pact area of 
Iraq, Iran, Pakistan, and Turkey. 

The light blue represents those countries other than the Baghdad 
Pact, or Greece, Libya, Ethiopia, and there was a small program in 
Liberia in 1956. Two small boats were given under a Presidential de- 
termination. : 

Mr. PassmMan. What kind of boats were they ? 

Admiral Brrein. Forty-foot Coast Guard patrol boats, sir. 

Mr. Wiccieswortn. This covers what? 

Admiral Beretn. All of the region of the Near East, south Asia, 
and Africa. 

Mr. Wiccieswortu. I understand that Ethiopia and Liberia are the 
only African countries involved in military defense assistance pro- 
grams 

Admiral Brerern. At this time, yes. 

The green [indicating| represents the principal military sales area, 
and specifically this is Saudi Arabia, Lebanon, and, off the chart, 
India. 

Mr. Passman. What does the green represent ? 

Admiral Brrern. Military sales where we have no grant aid, but 
agreements to sell them arms under mutually agreed arrangements. 


GROWTH OF FORCES OF PARTICIPATING COUNTRIES 
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In the commencement of the program there were indeed sizable 
forces. 

In our programing we have in the ensuing 7 years changed the 
posture of the area. 

First, if I may approach it percentagewise, in the ground forces we 
have increased 12 percent; we have ——— aircraft for an increase of 
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20 percent, and we have increased the ships of the area to a total of 
for a 139 percent increase. 

This chart, I believe, was prepared because I was an admiral more 
than to impress you that we are making a maritime group out of the 
Middle East. The majority of these are small boats. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Wieateswortrn. Will you, either now or subsequently, give us 
a breakdown of where the forces are? I understand that there are 
something less than 1 million in the area as a whole. 

Admiral Berein. There are 1 million in the entire area under arms. 

Mr. WiecieswortH. Can you break that down? 

Admiral Brretn. We have it broken down and we can point it out, 
either on the page, or give you another supplement. 

Mr. Wiceireswortu. I want something for the record. How many 
do we have in Turkey, Pakistan, and so on ? 

Admiral Breretn. I have that, and I can submit it. 

Mr. Wiceirswortrn. Please do so when you revise your remarks. 

Mr. Gary. Will that be permitted to go into the record ? 

Admiral Brerein. It will have to be stricken from the record. 

Mr. WiaeieswortH. Is it classsified ? 

Mr. Passman. Why do not we go off the record so you can give us 
those figures now ? 

Admiral Brratn. Off the record. 

(Discussion off the record.) 

Mr. WiccireswortH. Are not those figures known the world over? 

Admiral Breretn. Some of them might be. These figures are classi- 
fied, and are not subject to general publication. 

Mr. Passman. And by putting them in the record they would be 
official ? 

Mr. WiceteswortH. They are not classified for the area as a whole? 

Admiral Brretn. The total for the area is not classified. 

Mr. Wicetreswortn. I would suppose that the Russians would have 
just as good an estimate of the troops in Pakistan as we have. 

Admiral Brretn. I would not argue the point with you, sir. 

Mr. Wicctesworrn. All right. 

Mr. Miter. It might be of value to them to know our estimate. 

Mr. Forp. Are we supporting all the forces in Pakistan, or only a 
portion of them ? 

_ Admiral Brrern. We are supporting the major forces in Pakistan, 
sir. 

Mr. Taser. They are not contributing much money themselves? 

Admiral Brrern. I have a list of the amount of money, if I may 
come to that later. 

Mr. WiccieswortH. Give us roughly off the record a breakdown 
of the $900 million. 

Admiral Breretn. Off the record. 

(Discussion off the record.) 

Mr. Passman. You may proceed with your chart. 

Admiral Brrern. The posture of the area is more important than 
the percentage change. We have changed that posture through bet- 
ter organization, training, and the morale of the troops. 
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Mr. Gary. Off the record. 

(Discussion off the record. ) 

Admiral] Brrern. Our increase is in the combat effectiveness rather 
than in percentage. For instance, aircraft has changed from obsolete 
aircraft to a total of . They are in fact a stanch group of allies 
and we, I think, can depend upon the majority of them. 

Mr. Passman. The majority of the nations named by you a mo- 
ment ago? 

Admiral Brretn. The ones that are participating in this military 
aid I think are stanch allies. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


CONTRIBUTION OF GRANT-AID COUNTRIES FOR THEIR OWN DEFENSE 


Admiral Brrern. The next chart is entitled, “What Grant Aid 
Countries Spend for Their Own Defenses.” 
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It is frequently said we contribute so much and they so little to their 
common defense. This chart is to depict the true picture, and it will 
answer the question that Mr, Taber asked. 

They contribute at the rate, in the fiseal year 1957, of $869 million 
in their own defense effort, broken down in this proportion. 


PER CAPITA CONTRIBUTION 


Mr. Passman. Admiral, we established yesterday that all European 
nations on a per capita basis were contributing $46 for their national 
defense as compared to $217 per capita for the United States. Could 
we obtain comparable figures for this part of the world 4 
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ee Berotn. I may be able to indicate this a little further 
along 

Mr, WicetrswortH. What does that $869 million mean? 

Admiral Brrern. That means the amount of money in American 
dollar equivalent that the local countries are contributing in their 
budget to their own defense, sir. It is broken down in this proportion 
that I have presented here. 

Mr. Wiccirswortn. What figure are we contributing? 

Admiral Berar. I can tell you what our program is, sir, for each 
one of the areas. 

Mr. Passman. About two to one? 

Admiral Brrarn. I have that in the next chart, sir. We are putting 
2.3 United States dollars, or rather they are putting 2.3 United States 
dollar-equivalent for every dollar that we apply to the area. In 
applying that dollar to the area we are spending about 85 percent of 
the funds in the United States. 

As you brought out before, Mr. Passman, eventually all of the money 
will get back in some manner or means. 


COMPARISON OF PER CAPITA EXPENDITURE FOR DEFENSE PURPOSES 


Mr. Passman. That is true, but in considering the area as a total, 
what is the per capita cost of their defense ? 

Admiral Brerern. I will have to add these up. Turkey has $25 
million. 

Mr. Passman. We wish now to consider the area as a whole. 

Admiral Brretn. Some millions of people are equivalent. 

Mr. Passman. 159 million people? 

Admiral Beratn. That is right. 

Mr. Passman. Their total cost is $869 million ? 

Admiral Brratn. $869 million at the 1957 expenditure rate. 

Mr. Taner. Is the total cost for Turkey $410 million, or does that 
include what we contribute? 

Admiral Brrarn. This is what they are contributing out of their 
budget. How they accumulate, whether through other economic efforts 
or not, is not described in this. I restrict myself to the military 
budeet, sir. 

Mr. Taner. What is the meaning of the figure $376 million at the 
right? Is that what we put in? 

Admiral Brerern. That is the estimated expenditure in 1957 of mili- 
tary assistance program funds. 

Mr. Taprr. Compa red to the $869 million ? 

Admiral Brrarn. That is correct, sir. 

Mr. Forp. Mr. Chairman, I am not entirely clear on this. 

We have thrown a lot of figures around here and I cannot get all of 
these figures together at the moment. 

I understand the $869 million is what the total contribution _is by 
all of those countries so listed on the chart for fiscal year 1957. 

Admiral Brrern. Fiscal 1957 as compared to our fiscal 1957 con- 
tribution, an expenditure of $376 million. 

Mr. Forp. In the case of Turkey, which is listed on the chart, they 
have put in the equivalent of $410 million in United States dollars? 

Admiral Berern. That is correct, sir. 
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Mr. Forpv. Each of the other countries listed there has put in the 
amounts so stipulated ? 

Admiral Berern. That is correct, sir. 

Mr. Forp. That is the total contribution, militarywise for each? 

Admiral Beran. The military budget, sir. 

Mr. Passman. Using round figures, the per capita cost of the area 


for the military is about $5.10 as compared to $217 for the United 
States? 


Admiral Berern. I would say so. 

Mr. Taser. These are the 1957 figures ? 

Admiral Brroetn. That could be right. I would have to check it. 

Mr. Passman. Using your population figure of 159 million and the 
$869 million expenditure, we arrived at that figure ? 

Admiral Berer. That is right. 

Mr. Passman. The figure of $217 for the United States was arrived 
at similarly. 

Adiiteah Pada. That would be a comparable figure. 

Mr. Taser. Those are the 1957 figures? 

Admiral Beretn. Those are at the rate of fiscal year 1957, sir. 

Mr. Taser. Is that what you are anticipating for next year? 

Admiral Breretn. I would think so. In round numbers, if I may be 
restricted to that, we are proposing a program of $390 million for the 
1958 program, sir. 


ECONOMIC ASSISTANCE TO AREA 


Mr. Atexanper. At this point could you give us what the economic 
assistance to all of these countries has been during the year? 

Admiral Berrearn. I would have to defer that to the ICA who 
represent that part of it. 

Mr. AtEexANveR. I am interested in what we are spending in each 
country and also what we are getting for our dollars spent. I think it 
would be a good comparison to see what that would be, if someone 
present can give us that. 

Admiral Beretn. It does not come under my purview. 

Mr. Passman. Mr. Murphy, will you provide this information for 
the record ? 

Mr. Murpny. Yes, sir. 

(Information for the record may be found on p. 547.) 

Admiral Brrern. I believe it is listed in the book but I do not 
have it. 

This next chart depicts changing trends in military assistance. 
In 1950 the Near East or the general area that I speak of obtained 16 
percent of the total military aid programed, whereas in 1957 it has in- 
creased to 27 percent of the total, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Taper. Those figures do not seem to jibe with the book on page 
6 of your tables. There it shows $411,978,000 as against your figure 
of $39 million. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassmMan. Please continue, Admiral. 
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Admiral Brrern. I would like to point out an area review which 
Mr. Sprague presented on a worldwide basis, the cost of the United 
States serviceman—the average cost of the United States serviceman— 
in the United States as compared to an indigenous serviceman in his 
country on the basis only of pay, food, clothing and housing. 

This is not the complete cost of arms or weapons. It is only those 
comparative costs that we could compare intelligently. 

Mr. Passman. What are we trying to establish with these charts 
with respect to what it costs to maintain a soldier in these countries? 
Has not that been true from time immemorial ? 

Admiral Brrern. I should think it has been for some time, since the 
American standard of living has been high. It depicts that it is more 
expensive to maintain American soldiers than it is to maintain—— 

Mr. Passman. Should not it be established for the record that this 
$105 in Turkey or $374 in Greece will buy considerably more than 
many realize ? 

Is not it a fact that considerably more can be purchased with the 
$105 in Turkey than with $105 in the United States ¢ 

Admiral Berery. We are buying a lot of protection here. 

Mr. Passman. More goods and services can be bought with $105 
in Turkey than with a like amount of money in the U nited States? 

Admiral Beretn. That is certainly true. 

Mr. Passman. That fact should be brought into true perspective. 

Admiral Beretn. We do not mean to mislead. 

Mr. Passman. I know that you do not intend to mislead, but I 
know also that $105 may be sufficient for a person’s needs for livelihood 
for several months in Turkey, but that certainly would not be the case 


here. 
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Mr. Taser. Off the record, please. 

{Disgaceion off the record.) 

Mr. Wiceieswortn. Admiral, that figure of $3,511 does not begin 
to cover the costs involved in maintaining a soldier in this country, 
does it ? 

Admiral Brrern. That is correct. That does not include his fringe 
benefits, retirement, or recreation. 

Mr. Mitixr. Nor dependents ¢ 

Admiral Berern. Nor dependents’ participation, transportation, or 
arms. 

Mr. Wiceteswortn. The figure is about $6,500, as I recall it from the 
record on our military appropriations. 

Admiral Berern. $6,600 is the number submitted, sir. 

Mr. Passman. In inserting this information in the record, would 
not it be well if it were established that the economies in those coun- 
tries are different from the economy in the United States? 

Admiral Beret. I think a note in the record would be in order. 

Mr. Miuer. It seems to me there is one thing different in this other 
than dollar values. When you show so many thousands of troops 
under arms, it shows that there are that many citizens of that country 
devoting full-time participation to the defense of the free world, 
whether they get $105 or $3,500. In the whole picture it seems to me 
it is a very important part of it that these countries are maintaining 
that much manpower, regardless of what their pay is. 

Mr. Passman. An explanation to that effect shall be placed in the 
record. 

Admiral Beratn. We are doing this in our considered self interest, 
sir. 

Mr. Passman. That is understood to be the fact. 

Admiral Berarn. I have highlighted in this chart some of the major 
impact items of the program over the years 1950 to 1957 and which 
have been programed. 

Mr. Denton. Those are not the figures we have on this in the jus- 
tification book. 

Admiral Brerern. These are the correct figures, sir. These are as- 
sembled for specific items, sir, over a composite of 7 years. I will 
have to check that to see if that agrees. I have chec ked them. The 
purpose of this is to show you what we have programed and what 
we have accomplished as I said in my statement on the whole. We 
have delivered, on the whole, over 75 percent of our program. 
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PROGRESS OF MILITARY ASSISTANCE PROGRAM 





We are proposing in 1958 a round number of $400 million program 
which would increase the aircraft 1 percent; ships, 12 percent; tanks, 
33.33 percent; ammunition, 21 percent; artillery, 22 percent; and 
trucks and transportation, 24 percent. 

Mr. Passman. Admiral, what does the amber section of the chart 
represent ? 

Admiral Brrotn. That is delivered over the years as of June 30, 
estimated this year. 

Mr. Passman. The red section ? 

Admiral Brratn. Yes, sir. We have delivered 75 percent. The 
amber represents deliveries. The yellow is what we have programed 
over the years, and we are asking the Congress for $390 million for 
this program for the area. 

Mr. Gary. We have had a chart of that kind before. 

One thing I cannot understand about it is now you have red, yellow, 
and blue. 

Admiral Beran. Yes, sir. 

Mr. Gary. The blue is what you have programed for next year ? 

Admiral Brerein. That is what we propose to add on to the next 
year’s program. 

Mr. Gary. What becomes of the yellow? Does that mean you are 
still not going to attain your goal by that much ? 

Admiral Beretn. We are increasing the goal this much, sir. 

Mr. Gary. You are increasing the goal. Will you reach the goal 
next year under your program ¢ 

Admiral Berern. This program increases the target. We will have 
deliveries that will again rise, sir. The program for this year will be 
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delivered in 1 year to 18 months; would you not say that is right, 
Colonel? That is, as an average over 2 years? 

Colonel Crrrz. It depends on the item. 

Mr. Gary. You are increasing the goal, but in deliveries you will 
not reach the goal next year ? 

Admiral Brratn. No, sir; because of lead time. 

Mr. Denton. Can you tell me how that ties in with this table on 
page 9 of the book ? 

Admiral Berern. I will ask Colonel Critz to answer that. 

Mr. Denton. I understand that is your program for 1958? 

Colonel Crrrz. That is correct, sir. 

The table you have there is just a summary in those six items. 

Admiral Berern. That is just asummary. 

Mr. Denton. The blue represents what you are going to program for 
1958 ? 

Colonel Crrrz. That is right. That is the $390 million. 

That is done on that chart on a percentage basis to reflect what 
increase we are asking for for fiscal year 1958. The actual number 
of items, Mr. Denton, is shown in the table on page 9. 

Mr. Denton. For instance, you show aircraft. You are going to 
furnish so many aircraft. I do not see that on page 9. 

Colonel Crrrz. Mr. Denton, the table that we have on page 9 shows 
the major items that we could get into that space we have on the 
table. In other words, we have additional items far and above those 
we could not get on that one particular table. 

Admiral Brerarn. I have an example, sir, of the type of item listed 
under “Others.” 

Mr. Denton. That is not on page 9, as I can see. 

Admiral Beretn. No, sir, it is not meant to fool you but there is a 
further breakdown of that. 

Colonel Crrrz. That is just a summary table. 

Mr. Passman. We are considering the program on an area basis 
because the authorization is on an area basis, and the chart is on an 
area basis. Was the information for all of these countries combined 
in arriving at the totals? 

Admiral Brratn. Yes. 

Mr. Denton. I appreciate that, but this is the only justification we 
get on page 9. 

Mr. Passman. The information is itemized by country. 

Admiral Beretn. That is right, where we do not, for the sake of 
space, get all of those on, we have a note that there are other items. 
We have examples of those other items and there are airplanes in them. 

Mr. Wiacteswortn. Mr. Chairman, may I ask a question ? 

Mr. Passman. Yes. 

Mr. Wiecteswortn. You have told us that you have delivered about 
75 percent of your program. 

Admiral Brereatn. Between 75 and 80. 

Mr. Wicateswortn. Through 1957? 

Admiral Berern. That is correct. 

Mr. Wiacrtrswortu. To what extent are you behind in deliveries 
in terms of schedule or in terms of commitments to receiving countries ? 

Admiral Beretn. We are a little bit behind or were a little bit 
behind at the beginning of the Ethiopian program, but I think, on 
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the whole, if I may speak for the region, we are within the normal 
lead time of deliveries, sir. 

I think you might say we are on top of the program and delivering 
on time thr oughout the area. 

Mr. Wiceteswortu. That was not true a year ago, is that not 
correct / 

Admiral Brrern. That is correct, sir. 

T was not here, but I have heard that. 

Mr. Wiaereswortu. I have in mind in particular Pakistanowhere 
we were very much behind at one time. 

Admiral Brrern. That is right. 

Mr. Wicceswortu. You think that now we are pretty well up to 
schedule all along the line? 

Admiral Berern. Our program has caught up. 

Colonel Crrrz. We are meeting their requirements pretty well on 
schedule. 

Mr. Wiceieswortn. Thank you. 

Mr. Gary. I have one other question. I am like Mr. Denton, I do 
not see where you show additional airplanes there. You do not show 
it on page 9, where the airplanes are supposed to-be covered. 

Colonel Crrrz. You find those in the country program. As to the 
table on page 9, we could only get a limited number of items there 
in the space so we picked out those that had the major amount of 
money in them. When you get down to the various country pro- 
grams, you will find far more detail as to what is included than is 
shown in the summary on page 9. 

Mr. Gary. You mean not enough airplanes for the area to make it 
a substantial item ? 

Colonel Crrrz. It is not as substantial in cost as the other. 

Admiral Berern. Included in this program on the regional basis 
are — sir. 

These are ‘he smaller items. We have another program that is 
worldwide. 

Mr. Denton. How many ships do you show on that program for 
1958 ? 

Admiral Berer. Sir, for 1958, there are —— 

Mr. Denton. This is the only justification that we get on the pro- 
gram, as I understand it. 

Colonel Crrrz. In the country detail all of those are broken down. 

Mr. Denton. Why would you not have those shown here? 

Mr. Gary. This is not a summary under those circumstances. It is 
not accurate. 

Mr. Denton. No. 

Admiral Berern. I am not trving to depict the exact numbers. 

Mr. Denton. The only justification we get is page 9 and they do 
not correspond. After all, when we get this ‘thing, whether it is a good 
or a bad program has been decided, it is where | you show how much 
money is needed that we are interested in. 

Mr. Passman. Will the gentleman yield? 

Mr. Denton. Yes. 

Mr. Passman. The totals are shown for the individual countries 
involved ? 

Admiral Breretn. That is correct. 
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Mr. Passman. The summary here which is different than your sum- 
mary in the other document does tend to cause confusion, 

Admiral Beran. I presented this on a percentage basis and I sub- 
mitted it to you on that basis only for my own record. 

I had the number here that this chart was presented because I 
thought you might ask this question. 

Mr. Mitter. Mr. Chairman, speaking about those ships, I do not 
think it is so confusing. There are obviously only certain destroyers 
and minesweepers and other smaller ships. These are only the prin- 
cipal items listed here. 

Admiral Brerorn. That is correct; that is what this chart shows. 

Mr. Gary. The totals are the same for the country, although by 
leaving those items out, does it give you a different total ? 

Colonel Crrrz. May I explain how we tried to put this table to- 
gether? We tried to limit the size of the book and show for a country 
or area the items that made the greatest part of the money value of our 
request. That was our desire, to give you the most information in the 
least possible space in the book without going into a tremendous 
amount of detail. We selected by country the major cost items within 
the program. For the area summary we selected the major cost items 
that we could get into the space we had there. 

We have the full detail which we can provide, sir, that runs into 
several hundreds of items. 

Mr. Gary. Does the total appearing in your summary on page 9 
include these items that you have left out ? 

Colonel Crirz. Yes, sir. 

Mr. Passman. At the bottom you show “Other.” That total is 

. The “Other” is a substantial amount. It is several times more 
than the total of any figure shown above “Other.” 

Colonel Crrrz. Mr. Chairman, the “Other” involves about a hun- 
dred items. You find those broken out in this other document. 

Mr. Passman. Why present a summary if it is incomplete ? 

Colonel Crirz. Mr. Chairman, we were trying to shorten the con- 
tent of the book. 

Admiral Brrer. I have gotten you into the number business, I 
am afraid. 

Mr. Taser. Would it not be better not to give it to us at all rather 
than in that way? 

Admiral Berern. That was not intended to be incorrect. As far 
as I know, it is correct, sir. 

Mr. Passman. Perhaps you should say, “Refer to individual na- 
tions to obtain the totals. This is different than the summary.” 

We understand the information and shall now compile it. 

Admiral Beratn. Yes, sir. 

Mr. G ARY, His summary just excludes some items, included in the 
chart. But the items are shown in the figures? 

Admiral Brrern. Yes, indeed. 

Mr. Gary. The total figures? 

Admiral Brrern. They certainly are. We have another way of 
depicting this. This is in terms of dollars and for the period 1950 
to 1957 we have programed $2,408 million in the area and have ex- 
pended $1,883 million, sir, or a little less than 80 percent. As I ex- 
plained it, that is delivered and less the pipeline and things of that 
nature. 
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Mr. Forp. As I understand it, you are seeking in fiscal year 1958 
$390 million in addition ? 

Admiral Brrern. That is right. As I said in my statement, we 
break this down into $162 million in round numbers for maintenance 
of forces and $228 million for force improvements, sir. 

Mr. Forp. Does that include any of the advance weapons programs? 

Admiral Berrern. No, sir; that does not. This is conventional 
weapons, sir. 

Mr. Forp. Are there any advance weapon funds included in this 
area ? 

Admiral Brrern, Not in this $390 million for the area; that is cor- 
rect, sir. 

Mr. Forp. Let us be clear about one thing. It may not be included 
in the $390 million, but do you have advance weapons in addition to the 
$390 million for this area ? 

Admiral Brretn. They are being considered, but I would like that 
off the record, sir. 

Mr. Denton. When will we get that ? 

Admiral Brretn. Under the special programs by Colonel Critz, 
sir. It isin your agenda, sir. 

Mr. Denton. We would be paying a good deal more for that special 
program than the support of that program that you that you show on 
the chart you gave us. You show that we spent so much per man, so 
much that foreign countries spent, but if you add defense support 
and all of those other things, you would have a different figure there? 

Admiral Brerern. Defense support isan ICA item. I am restricting 
myself to the precise program as presented in the book. We will have 
a worldwide program that will be discussed later. 

Colonel Crrrz. Our computation was on the basis of our total ex- 
penditures which includes everything. In our presentation we will 
give you the actual breakdown of these new weapons by countries. 

Mr. Mrrxer. Admiral, is it not a point that some of this informa- 
tion is unclassified and can go into the record but the new weapons 
program has to be presented separately because we cannot have it in 
the record ? 

Admiral Breretn. That is correct, sir. 

To sum up if I may, this area is vital to the United States and 
western security to prevent Soviet domination by subversion or armed 
aggression. We feel that the military assistance effectively counters 
the Soviet efforts by stabilizing friendly governments and deters ag- 
gression. More importantly, we feel that despite weak economies the 
grant-aid countries are contributing more than 1 million men under 
arms and the equivalent of $869 million in annual defense budgets. 
That is more than double the United States amount to the area, sir. 


PER CAPITA EXPENDITURES FOR DEFENSE 


Mr. Passman. For clarification at this point, when considering the 
populations of the countries involved, the $869 million is the total 
contribution they are making to the national defense. On_a per 
capita basis, this amounts to $5 as compared to $217 for the United 
States? 

Admiral Brrern. I will have to check on that. 
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We feel that without continued military aid it is doubtful if some of 
these countries could long resist the pressures of international com- 
munism. 

Thank you. 

Mr. Passman. Thank you, Admiral. 

We shall now hear from Mr. Van Dyke. 

Do you have a statement to make to the committee ? 

Mr. Van Dyke. Mr. Chairman, my remarks will be addressed to the 
economic assistance programs for Africa and with your permission, I 
would like to read a prepared statement into the record. 

Mr. Passman. Kindly proceed. 


SraTeMENT oF Recronat Drrecror, Orrice or ArricaA AND Ev- 
ROPEAN Oprrations, ICA 


Mr. Van Dyxr. Mr. Chairman and members of the committee, I 
would like to address a few comments to you on the economic assist- 
ance programs proposed for Africa for fiscal year 1958, as they relate 
to the current situation in that area. 


UNITED STATES INTEREST IN AFRICA 


You are all aware of the stirring of new political and economic 
life on the African continent. The significance of this awakening, 
and its importance for the United States, have been the subject of a 
growing volume of articles, books, and reports by various institutions 
and by “interested Members of Congress. Recent visits to Africa by 
distinguished Americans have further highlighted United States in- 
terests in developments there. 

Africa faces formidable problems. Its leaders must begin to pro- 
vide opportunities for the better life about which its peoples are in- 
creasingly aware. Limited local skills and capital must be supple- 
mented from outside if the African countries are to achieve a rate of 
economic advance that will permit the maintenance of political sta- 
bility and the steady growth of free institutions. If the African peo- 
ples get the kind of help that will bring this result, the security and 
prosperity of America will be thereby enhanced. 


TREND OF OVERALL AID REQUIREMENTS 


That is why we are proposing a further expansion of mutual se- 
curity programs in Africa in fiscal year 1958, following on an expan- 
sion in fiscal year 1957. Prior to fiscal year 1957, economic assistance 
programs in Africa were largely confined to a modest program of 
technical cooperation. The left-hand chart on page 173 of your pres- 
entation books shows total fiscal year 1956 programs in Africa of $13 
million, compared to an estimated $58 million in fiscal year 1957, 
and a proposed $49 million in fiscal year 1958. The apparent reduc- 
tion in fiscal year 1958 is accounted for by the absence of any esti- 
mates for development-type assistance, which would take the form of 
loans from the proposed development fund. It is anticipated that 
Africa’s demands on this fund would be sizable, possibly up to $100 
million of requests in fiscal year 1958 of a type potentially eligible 
for loans. The actual amount of loans that would be made and their 
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distribution depends, however, on a number of factors that are pres- 
ently uncertain. 

Compared to Africa’s requirements for outside capital and tech- 
nical assistance, the mutual security programs proposed for fiscal year 
1958—though expanding—are still relatively small. However, there 
are other important sources of outside capital and know-how poten- 
tially available to African countries from private investors, interna- 
tional lending and technical assistance institutions, and other govern- 
ments. Consequently, we propose to use mutual security funds spar- 
ingly—as a catalyst where conditions are suitable for the advance- 
ment of the wide range of interests that we share with the peoples of 
Africa, and only where alternative sources cannot be tapped. United 
States funds will be used to encourage increased self-help and in- 
creased help from other outside sources for Africa’s economic needs. 


PROGRAM COMPOSITION 


The defense support assistance proposed for Morocco, Libya, and 
Ethiopia would be used for economic activities, although its purpose 
is military—namely to help create economic and political conditions 
compatible with effective United States utilization of defense facili- 
ties in those countries. 

Some special assistance is programed for Tunisia and Somalia. The 
purpose and use are both economic, as elaborated in your presentation 
books. Special assistance grants are proposed for projects in these 
countries that do not have sufficient prospects of generating the means 
of repayment to justify resort to the proposed dev elopment loan fund. 

Over three-fourths of the defense support and special assistance 
funds would be used for general commodity imports, of which over 
one-third would be surplus agricultural commodity imports under 
section 402. The rest of the aid dollars would be used to purchase 
equipment and supplies for economic development projects. The 
latter would be primarily in industry, health, education and agricul- 
ture. The local currency proceeds of the general commodity imports 
would be used for projects in these same activity areas, but with 
heavier concentration in agriculture and including some road and 
harbor projects as well. 

As shown on page 174 of your presentation book, the technical 
cooperation program pr oposed for fiscal year 1958 would continue 
the expansion begun in fiscal year 1957. $11.7 million is proposed for 
fiscal year 1958, compared to an estimated $9 million in fiscal year 
1957 and $7.8 million in fiscal year 1956. The proposed increase in 
fiscal year 1958 is largely accounted for by the development of new 
programs in Ghana, Morocco and Tunisia, where bilateral aid agree- 
ments establishing the conditions for technical cooperation were only 
recently concluded. 

Most of the technical cooperation funds—$8.3 million out of the 
$11.7 million total—would finance services of United States agricul- 
turalists, public health technicians, teachers, education specialists, and 
specialists in resources development, and also to finance contracts 
under which United States universities would assist in strengthening 
educational institutions in Ethiopia and Libera, and possibly Ghana, 
Tunisia and Morocco. Another portion—estimated at about $1 mil- 
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lion—would be used to finance special training in the United States 
for selected Africans, primarily in education, agriculture, public ad- 
ministration and public health. The rest is for supplies and equip- 
ment, contributions to cooperative services, and other costs. 


PERSON NEL 


The breakdown of technical cooperation costs brings out the im- 
portance of people in this program. Demonstration and training by 
its very nature largely involves people rather than commodities. 
Therefore, the ratio ‘of personnel to total program costs is relatively 
high where technical cooperation is a large portion of the MSP pro- 
gram, as it is in Africa. In most parts of Africa, the United States 
‘an make a most important contribution to economic development by 
helping to overcome scarcity of technical and administrative skills. 
This type of assistance is badly wanted and needed by the African 
peoples. 

Consequently, despite the many problems involved in recruiting 
suitable technicians, we are steadily expanding the personnel involved 
in the training and demonstration programs. Thus the number of 
United States employed technicians on duty on June 30 of each year 
is expected to increase from 195 in 1956 to 321 in 1957, and 417 in 
1958. Similarly, the number of contract technicians on duty is ex- 
pected to progress from 66 to 90 to 146 by the end of fiscal year 1958. 

Mr. Taper. I do not see why you cannot tell how many you now 
have. 

Mr. Van Dyke. I think we could get that for you. 

Mr. Taper. Do you have it? 

Mr. Van Dyxe. I do not have it with me. 

Mr. Taper. The expectations are pretty slim for justification on a 
period that is over. 

Mr. Miter. We are almost to June 30. 

Mr. Taser. Yes. 

Mr. Van Dyker. Would you like to havea special figure inserted 
in the record, Mr. Taber ? 

Mr. Taper. I would not want to leave it that way, if I were you. 
I would want to tell how many we have now. 

Mr. Morreny. Mr. Chairman, we are preparing a chart which you 
requested the day before yesterday which will give actual on-board 
data and projected information for personnel in all areas. We expect 
to have that within a day or so for the committee’s use. 

Mr. Van Dyke. Overseas training of African participants is ex- 
pected to cover 2 27 persons in fiscal year 1958, compared to an estimated 
106 in fiscal year 1957 and 66 in fiscal year 1956. 


PIPELINE 


The estimated pipeline of unexpended obligations on June 30, 1957, 
for all economic assistance programs in Africa is relatively low—$44 
million or about 9 months’ program at the fiscal year 1957 obligation 
rate. This is despite the fact that most of the fiscal year 1957 pr ogram 
was obligated late in the fiscal year because of the need to negotiate 
several new bilateral aid agreements and because some of the aid was 
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_ of the President’s special program for the general area of the 
iddle East. 

As the programs in Africa expand, it is expected that the pipeline 
will gradually become larger. Like any productive enterprise, we 
need to fill out our pipeline of work in progress in order to give a 
steady flow to our operations, and the pipeline must grow to keep 
pace with the level of operations. 

_ Thus we expect the total pipeline of defense support, special as- 
sistance, and technical cooperation to grow from an estimated $13 
million on June 30, 1957, to an estimated $26 million on June 30, 1958, 
reflecting the increase in obligations for these programs from an esti- 
mated $8 million in fiscal year 1956, to an estimated $15 million in fiscal 
year 1957, to $49 million in fiscal year 1958. Most of the June 30, 
1957, development assistance pipeline should be expended by the end 
of fiscal year 1958, and it is not possible to predict at this time how 
much of a pipeline of unexpended development loan fund obligations 
will have been built up in its place. 


DEVELOPMENT LOAN FUND 


The actual amount of African loans that can be anticipated for fiscal 
year 1958 if the proposed development loan fund is established de- 
pends on the now uncertain volume and quality of requests, on the 
total money available in the fund, and on the time required to establish 
the necessary mechanics and to prepare and process applications. Our 
very rough estimates of African requirements for development loans of 
a type likely to be eligible for development loan fund financing suggest 
total requirements of possibly up to $100 million in fiscal year 1958. 
This level might grow to something like $100 to $200 million per year 
in 2 or 3 years thereafter. But the necessarily speculative nature of 
these estimates makes it wise to look to future experience as our best 
guide in estimating what the likely rate of flow of development loan 
fund financing would be in Africa. 

We would not wish to earmark at this time specific sums for specific 
countries or projects, prior to a full review of each proposal. By 
presenting illustrative annual country programs, we run the danger 
of encouraging foreign countries to concentrate their energies on nego- 
tiating the best possible country aid levels for each year. We would 
prefer to encourage those seeking United States assistance to concen- 
trate on developing good projects, programs, and policies. 

Nevertheless, on the basis of our knowledge of Africa’s economic 
requirements and of development projects already planned or under- 
way in the various countries, we can anticipate the types of activities 
that the development loan fund would be likely to finance in Africa 
in the next few years. A major financing area would certainly be pro- 
jects providing basic transportation, communications and power 
facilities needed to expand the market economy and connect isolated 
markets. Such projects would multiply the opportunities for private 
economic activity and investment by local and foreign sources. In 
most of Africa, economic growth and private investment are at present 
inhibited by the lack of adequate roads, railroads, ports, and com- 
munication facilities to connect producers to markets, and by the lack 
of power and water control installations. Proposals exist for projects 
to improve these basic facilities in all of the African countries, and 
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some projects are already underway. However, more rapid progress 
is needed if adequate economic growth is to be achieved. The avail- 
ability of financing, particularly for some of the foreign exchange 
costs, will be a crucial factor in determining the rate of advance. 

As basic facilities are developed, we can expect applications to the 
development loan fund for loans to expand various types of commodity 
production, other than the extractive industries for which adequate 
private capital is generally available. It will be very important for 
African countries to develop production of consumer goods—or of 
commodities that can be exported in exchange for consumer goods— 
simultaneously with the development of the basic industrial facilities, 
in order to absorb the inflationary and balance of payments pressures 
generated by the basic investment expenditures. A failure in this 
regard would not only have unhealthy economic effects, but it would 
tend to create political unrest and to force resort to unpalatable eco- 
nomic and political controls to contain the pressures. Thus, we shall 
need to give attention in some circumstances to the encouragement of 
production of finished goods, particularly where expansion in this area 
appears to be lagging. 

We may loan directly to producers, where this appears feasible, or 
loan development loan fund resources for the establishment of indus- 
trial, agricultural and commercial loan funds in the various African 
countries. The latter technique of financing local development banks 
or funds will probably prove administratively and politically more 
effective than direct loans, particularly to encourage small- and medi- 
um-size enterprise by individual Africans, and we are currently ex- 
ploring the possibilities of such local funds in Africa. 

Another potentially productive area for public loans, in which 
African countries are very interested, is the provision of capital to 
expand selected educational faciilties so as to spread the skills and 
techniques that have been demonstrated through technical cooperation. 
We may expect a substantial number of loan applications in this area. 


CONCLUSION 


The problems that we face are many. Yet, in the interest of United 
States security and prosperity, we must do our best to help assure 
economic growth in Africa that is steady, orderly, and in keeping 
with democratic ideas and institutions. That is the goal of the pro- 
grams before you. 

Mr. Chairman, I am, of course, at the disposal of the committee to 
answer any questions that the members may have on these programs. 

Mr. Passman. Thank you, Mr. Van Dyke. 

I believe Secretary Rountree has another statement he wishes to 
present at this time. 

IMPORTANCE OF AFRICA 


Secretary Rocunrrer. Mr. Chairman and members of the committee, 
as Mr. Van Dyke said, there is an increasing awareness of the growing 
importance of Africa. There is more appreciation of the bearing that 
its problems and needs will have on the great issues which face us 
today. I would like to discuss, briefly, these problems and needs and 
their relation to the mutual security program. 
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Africa is undergoing a profound change which manifests itself in 
several ways. On the political front we have witnessed for the past 2 
years the emergence of 4 new independent nations—Sudan, Tunisia, 
Morocco, and Ghana. Other areas, such as Nigeria, are progressing 

rapidly toward self-government or independence. Nationalism is an 
important factor throughout the continent of Africa. 

On the economic and social fronts, the pressures of the 20th century 
are compressin into decades the transitions to which the West has 
had centuries to adjust itself. Rapid communication and transport 
have disrupted the traditional patterns of tribal or feudal economic 
life. Ancient social systems and ideologies are shaken by the awaken- 
ing desires of the peoples of Africa for economic and social improve- 
ment. The Africans are beginning to realize that they can live better, 
but they need capital and technicians, and the benefit of experience, 
to show them how to do it. If these needs are not supplied by the 
West, there is the danger that they may find their outlet in turbulence, 
instability and in ideologies which are hostile to the free world. 

In the newly independent countries we are at present fortunate in 
finding moderate regimes in power, and statesmen and leaders who 
look to the West for help in directing the awakened energies of their 
peoples toward a stable and constructive way of life. In the depend- 
ent areas we see also the possibility of emergent leadership of this kind. 

We of the West would make a serious mistake if we ignored this 
opportunity ; if we failed to act now while the continent is moving into 
the 20th century. We must not overlook the problems that face the 
leaders of Africa. As in other areas, they are opposed by elements 
whose aims are more simple and, from the western viewpoint, dis- 
astrous. These are the instruments, some unwitting, of international 
communism which has not been slow in manifesting its interest in the 
area. Africa is of great importance to us, whether measured by stra- 
tegic, economic, or political standards. Our interests lie in supporting 
stable, orderly development. 

From our own resources and experience, we can help the new nations 
achieve orderly economic growth which is the only sure base for 
political stability. The mutual security program is designed to pro- 
vide vital technical and economic assistance. Technical assistance 
has already proven to be effective and valuable in providing new and 
improved skills to peoples in underdeveloped countries. We propose 
the development loan fund as a corollary to provide essential capital 
funds which are not available from other sources. 

Such assistance could spell the difference between success and failure 
for regimes which bear the heavy responsibilities of independence and 
political growth. Their leaders have turned to the United States be- 
‘“ause we have demonstrated that we are willing to share our knowledge 
and our advantages with other nations under conditions consonant 
with their dignity as partners in a common effort. They are aware. 
too, that the Sino-Soviet bloc stands ready to move in with economic 
and technical support, but not on the same conditions. The fact that 
African nations were among the first to come forward freely in strong 
public support of the Middle East doctrine is heartening evidence of 
their attitude. 

These programs, of course, do not contain any magic formula for 
the solutions of Africa’s needs. In most cases, they constitute only a 
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supplement to the efforts of others. But a great deal depends on the 
manner in which the United States responds to the needs of Africa and 
to the hopes which Africa’s leaders have placed in us. 

In a number of African countries we have strategic Defense Estab- 
lishments which involve our own security and that of our allies. In 
these countries, the mutual security program aims directly at develop- 
ing satisfactory defense arrangements and creating that stable and 
cooperative atmosphere on which depends the effective functioning of 
the installations themselves. 

The modest programs of assistance already undertaken by this Gov- 
ernment have inspired widespread hope that the United States recog- 
nizes the importance of Africa and stands ready to demonstrate its 
interest in the continent and its problems. The impact of our efforts 
must be sustained and the programs strengthened, for the leaders of 
Africa, confronted with the needs of their peoples, must provide as- 
surance of their ability to meet those requirements. 

It is in our interest to contribute to a steady and orderly develop- 
ment of Africa. I believe the program before you, Mr. Chairman, will 
achieve that end. 

Mr. PassMan. Thank you, Mr. Secretary. 


ORIGINATION OF DEVELOPMENT LOAN FUND 


I believe all of the witnesses who have been heard by this committee 
are familiar with the development loan fund. Mr. Burns, will you 
inform the committee concerning the creation of the proposed loan 
fund ? 

Mr. Burns. Mr. Chairman, I cannot answer that too well because 
it started at a level way above my head. 

Mr. Passman. You elaborated on the fund several times in your 
statement. I thought you possibly possessed certain knowledge of the 
creation of the idea. 

Mr. Burns. I know a little bit about it. 

Mr. Passman. Kindly relate for the record an outline of your 
knowledge of the origination of the fund. 

Mr. Burns. There was a growing feeling throughout last year that 
we should not depend quite so heavily on grants for foreign assist- 
ance and that the idea of programing a given level of aid for a par- 
ticular country in advance had some bed effects because it tended to 
lead the country to expect that it would get that amount of aid simply 
because it had been programed illustratively here in our Government 
in advance. Those two thoughts were behind the thinking. When 
the study committees reported to Congress—I think there were 22 
study committees reporting to Congress—they came to the feeling that 
some kind of a change was necessary. The executive branch of the 
Government finally concluded that perhaps the thing to do was to 
propose a loan fund to which countries could make application and 
this would have two advantages; one, a country could not get funds 
unless it came in with a very carefully prepared plan which seemed 
practical and would do certain specified things. That would throw 
the burden on the country itself for working out a project. We 
thought that would be good rather than to have a situation which 
could lead the countries to expect that the level of aid is so much, or 
such and such. 
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Then, the other aspect of it was that by changing emphasis and 
removing some of this aid for development objectives from the an- 
nual grant category and making it a loan program, we thought the 
countries would themselves be more careful in first screening the proj- 
ects for which they would want to use the funds. Thus it was pro- 
posed and we have requested Congress’ permission to set up such a loan 
fund. That is the way, Mr. Chairman, I have understood it. 

Mr. Passman. Do you know whether or not this was worked out on 
a political basis, diplomatic basis, or from business facts by business 
leaders of the Nation? 

Mr. Burns. As I understand it, it was worked out, on a Cabinet 
basis, taking account of views that many people within and without 
the Government had been expressing. 

Mr. Passman. Many Members of Congress are concerned as to the 
advisability of the proposal, as to whether or not it would be a sound 
program. 


FAIRLESS COMMITTEE REPORT ON FOREIGN LOANS 


I have here a report to the President by the President’s Citizen 
Advisers on the Mutual Security Program. Here is what that Com- 
mittee, headed by Mr. Benjamin Fairless, had to say about the 
program: 

* * * In our view loans by the United States repayable in the inconvertible 
currencies of foreign nations are undesirable and the practice of granting them 
should be terminated. 

I read only the first sentence of the report. Would you care to com- 
ment on Mr. Fa'rless’ and the committee’s views ? 

Mr. Burns. Yes, sir. 

A number of us appeared before the Fairless committee before they 
started on their trip. I did myself. They asked questions about the 
program in the area. When they came back they presented a report 
and recommendations. The development loan fund does not exactly 
correspond with their particular recommendations. 

Mr. Passman. I am speaking strictly of the loan fund now. They 
recommended against it? 

Mr. Burns. They recommended against loans repayable in soft 
currencies. 

Mr. Passman. The report was signed by Benjamin Fairless, coor- 
dinator. He is one of the Nation’s outstanding businessmen. Also on 
the committee were Mr. Colgate W. Darden, Jr., another of Ameri- 
ca’s outstanding businessmen; Mr. Richard R. Deupree, Mr. John L. 
Lewis, Mr. Whitelaw Reid, Gen. Walter Bedell Smith, and Mr. Jesse 
W. Tapp. 

I think the members of the committee were in accord on this par- 
ticular matter. 

It would be interesting to know on what basis the executive depart- 
ment vetoed this recommendation. 

Mr. Burns. All I know is that the decision on a development loan 
fund was made at a very high level in the Government, at a level 
higher than the regional level with which I am dealing now. As I 
understand it, there were certain alternatives. One was whether 
to continue to grant aid on the previous patterns or, second, to 
propose a development loan fund; or, third, by eliminating some 








543 


United States objectives to reduce the totality of aid. As against 
those various alternatives, the Executive decision was to propose the 
loan fund. 

That is about all I can contribute on that, sir. 

Mr. Passman. You do not know the basis for the executive depart- 
ment’s veto of the recommendation ? 

Perhaps we should not use the word “veto,” but disregarded the ree- 
ommendation of the advisory committee ? ; 

Mr. Burns. Sir, I know it was a high level. 


LACK OF PROGRAM FOR USE OF DEVELOPMENT LOAN FUND 


Mr. PassMANn. From page 5 of your statement, Mr. Burns, I quote: 


* * * There is no specific illustrative distribution of the funds to suggest area 
totals * * * 

As I interpret your statement, a blank check is being requested, 
with the plans to be worked out later as to the areas and countries 
which would participate, as well as the amounts which would be pro- 
vided in this grant program. The proposal should not be disguised 
and referred to as a loan. 

Mr. Burns. There is no attempt here at this time to propose a 
specific amount for a particular country because of the theory that 
the country should work out a very carefully proposed project, and 
then come in with the request to see whether it meets the various 
criteria described by Secretary Dulles. There are three criteria of 
eligibility for loans; one, whether the loan would contribute to the 
economic development of the country; two, whether there were al- 
ternative sources of financing; and, three, whether it was a technical- 
ly feasible project. Then applications would be made and periodical- 
ly—if I remember, twice a year—a report would go to Congress as 
to what had been done with the funds. 

Mr. Passman. Was the economic aid handled in the past on the 
same basis as this? Has this been a program for which Congress 
has been asked to appropriate the money and then the decision would 
be made later as to what nations and what areas would be included 
and what amounts would be distributed, or was there a firm program 
when the request for funds was presented to the Congress? 

Mr. Burns. In the past? 

Mr. Passman. Yes. 

Mr. Burns. In the past there was an illustrative program planned 
for each country and this time, as I stated, there is such a program 
planned for technical cooperation and defense support but not for 
the development loan fund. 

Mr. PassMaNn. With the Department’s knowledge of the needs of 
these countries in the past, do not you believe a firm program could 
have been presented to Congress as to what countries may participate 
in this loan development program? Why should Congress be asked 
for a blank check in this matter ? 

Mr. Burns. I would have to say, sir, that we do not know whether 
a particular country, let us say Pakistan, will come in in the next year 
with 2 applications or 5 applications, or whether their projects will 
be carefully planned and of a type that we think susceptible of mak- 
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ing a good loan. Not knowing that we cannot get an illustrative figure 
in advance. 

We did know about Pakistan’s own development plans. We have 
ideas as to what they think they might want and how big their plans 
are and what their gaps are. We have a great deal of mformation 
of that sort, but it still will not answer the question as to whether in 
the next 12 months they will come in with a request for 3 projects 
for X amount of dollars. 

Mr. Passman. Inasmuch as you have mentioned Pakistan, what do 
you think would be a sound loan to Pakistan? How would you arrive 
at a conclusion as to whether a loan would be sound or unsound ? 


CRITERIA FOR ELIGIBILITY FOR A LOAN 


Mr. Burns. I would start out with the three criteria of eligibility 
suggested by the Secretary, and when they came in with their appli- 
cation I would want technical people, or agricultural experts, or what- 
ever they happen to be for that particular project, to examine the ap- 
plication very carefully to see whether it meets those three criteria— 
technical feasibility, definite contribution to the economy of the 
country 

Mr. Passman. What are the criteria ? 

Mr. Burns. I am mentioning them. No. 1, that the project is 
technically feasible. That means it must be engineered to a point 
where you can tell whether it is going to be really a practical project. 
If somebody has a general plan that they would like to have a fac- 
tory, or like to have a canal system, that would not be regarded as 
technicaly feasible. 

The project would have to be prepared almost to the point of what 
engineers call a prereconnaissance survey, but it would not have to be 
varried to the blueprint stage. That is the first criterion, technical 
feasibility. 

Second, it must demonstrate, in our judgment, a capacity really to 
contribute to the economy of a country. If it is a project that would 
be generally a nice thing to have and somewhat useful, but in our 
opinion would not make the needed impact upon the economy of the 
country, we would think of it as something pretty low down on the 
totem pole regardless of how much that country might like the project. 

Thirdly, the possible alternative sources of financing. If they came 
to the ICA and said that they wanted X amount of dollars for a 
particular project, and supposing it was technically good and sup- 
posing it really contributed to the economy of the country, our first 
question would be—have you tried private financing in your country; 
have you tried private financing of the United States? There are 
companies in this field or that field that have been investing abroad. 
Have you tried them? If they got nowhere on that, we would say— 
have you tried the Export-Import Bank, the World Bank, or any 
other source of finance. and then and only then do we come into the 
picture. Those are the three criteria. 
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SECURITY FOR A LOAN 


Mr. Passman. What security would be obtained for the loan? How 
would it be determined whether the loan is secured, or does the factor 
enter into the transaction at all? 

Mr. Burns. I think it does. The criterion of security for the de- 
velopment loan fund would not be the same criterion that the Inter- 
national Bank would have. They would be less rigid in criteria of 
bank ability, but nevertheless there would be criteria. What would 
the criteria be? Again, thinking out loud, I think we would want to 
know the budget condition and prospects of the country, whether they 
are making effective use of the revenues they do have, ‘and what their 
tax system. is, and their balance of payments position, their reserves 
of foreign exchange, and then the general economic viability of the 
country. All those who would be taken into account as to whether 
they could likely service the loan in terms of their own local currency. 


REPAYMENT OF LOANS TO BE IN LOCAL CURRENCY 


Mr. Passman. Most of these loans, or all of them, would be repaid 
in the currency of the country receiving the loan, and only if or when 
any part of the loan could be repaid without resulting in any serious 
impact upon the economy of the country ? 

Mr. Burns. As I understand it the obligation to repay would be 
firm. However, in many cases the country might be able to repay in 
its own currency. 

Mr. Passman. And the so-called loan would not be repayable in 
dollars, but the recipient country would have the privilege of repaying 
in dollars ? 

Mr. Burns. Oh, yes. 

Mr. Passman. We would give, speaking figuratively, a pound of 
gold and the right to the recipient country to repay with a pound of 
platinum, if it should so elect ? 

Mr. Burns. They could repay in dollars. 

Mr. Passman. Giving the privilege does not mean a thing in the 
world with respect to the value of the loan. 

Mr. Burns. There may be cases, sir, where a country in a better 
financial position might wish to repay in dollars. 

Mr. Passman. That would be the case only if and when the partic- 
ular country should have currency on the world market more valuable 
than the American dollar. 

Mr. Burns. Yes. If they had a good foreign exchange position in 
terms of our currency they might repay in dollars. I do not want to 
give the impression that in the immediate future they will repay in 
dollars. They will probably repay in their own local currency for 
obvious reasons. 

Mr. PassmMan. Did you read the portion of Mr. Fairless’ report con- 
cerning the danger for our nation to be in possession of large amounts 
of the currency of other countries ? 

Mr. Burns. Yes. With regard to that general decision I men- 
tioned earlier, of repayment of a loan in local currency: the local 
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currencies would be available for use for further loans for develop- 
ment purposes, within the the country or in other countries. 


LOSS OF CONGRESSIONAL CONTROL THROUGH BORROWING FROM THE 
TREASURY 


Mr. Passman. Under the request Congress would appropriate $500 
million without any knowledge as to where any part of the mone 
would be spent. It would be left up to some department to wor 
out the plans after the appropriation had been made. Then, in subse- 
quent years, the fund would receive $750 million in the fiscal year 
1959 and in the fiscal year 1960, and, possibly, the last $1,500 million 
would be borrowed from the Treasury without any reference to this 
committee ? 

Mr. Burns. I am not clear on that. It is $500 million this year, 
$750 million the next. Exactly where the $750 million in the third 
year comes in I am not quite sure; it applies to the period beginning 
in 1960. 


REGIONAL DISTRIBUTION OF FISCAL YEAR 1958 PROGRAM 


Mr. Passman. I note on page 6 of your statement, or justification 
book, Near East, south Asia, and Africa, the total of the program 
for the area is shown at $695,207,000. 

Mr. Morruy. That is correct. 

Mr. Passman. We should like to have inserted in the record at this 
point that part of the information appearing on page 6 which is unclas- 
sified. 

Mr. Mourpny. Yes. 

Mr. Passman. Kindly include a note of explanation so that the 
members reading the table will know that other dollars are involved, 
in addition to the portion indicated here in the record. 

(The information following was supplied for the record :) 
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NEAR EAST, SOUTH ASIA, AND AFRICA 


Regional distribution of fiscal year 1958 program by function and country 









































(In thousands of dollars] 
Total 
Country Total Military | Defense mutual Technical Other 
assistance | support defense jcooperation| programs 
assistance 
y “Oy 
NEAR EAST, SOUTH ASIA, AND 
AFRICA | 
Near East countries: | 
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Regional and undistributed__- 2, 420 |..----2.-~-+ | ceed 2460 bh <pck norte 
a GOR cscs es tcreceese<se> | 469, 738 x c x 23, 960 | x 
South Asia countries: 
ae ee ae Pa Baa ells tial eis abcwtesiinlieads 3, 000 | x 
Ceylon._______- STEEL DY Ua en Pr oe : 1, 000 [2.20 35_... 
TI aie wisetage Eh an Lidscngncg Sh > DO OO8 bes oen diced stidbnsdoeeelt ahi is 3 10; 000 15... i4...- 
Nepal.....-- epee Po aeons jst Redeemer iiaiintiends 1, 440 x 
Pakistan_... ‘ | x x | x x 8, 000 dled. 
| = momen - auneesosain — 
Subtotal__. siecstce-| 170,37} X x x 24, 040 x 
Africa countries: 
Ethiopia_. c x | x x 8,000 |... tes 
Ghana_- he ue Ri 4 ss 800 <eilien 
Liberia__. LP! ie ene at . 4,04. ..idi.... 
Libya Be ae ahs x | x x x % BO 4b icadkAjam 
Morocco -- Lick ae x See a ae x x pS a 
Tunisia___- bi capacdabadal  *: hae cei... | . 1, 000 x 
Overseas territories. -_......- + az... Ancghiccpamteienl { 7 |. 1, 100 x 
Subtotal. ........... | 55,089 x > x 11, 700 x 
Total program -. ant uesbase} 695, 207 | 390, 407 | 202, 000 | 592, 407 | 59, 700 43, 100 
i | 





X— Denotes program is contemplated but figure is classified. 
UNEXPENDED BALANCES 


Mr. Passman. What is the total estimate of unexpended balances 


for all VN he for this area as of June 30, 1957 ¢ 
Mr, Morpny. $1,207,131,000. 


Mr. Passman. What was the total amount for military assistance 
for the fiscal year 1956 ? 

Mr. Morrny. L 

Mr. Passman. What was the amount for fiscal year 1957 ? 

Mr. Morruy. For military assistance. 

Mr. Passman. An increase in 1957 over 1956 of how much? 

Mr. Morrny. approximately. 

Mr. Passman. What is the total amount being requested for 1958 ? 

Mr. Morpuy. For military assistance, $390,407,000. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Admiral Brerern. We came, then, to the requirements for the other 
parts of the world, and those requirements took precedence over this 
large supply of military aid and equipment. We lived off the shelf, 








548 


if you will, in the supplies of Greece, and last year we had a small 
program, something on the order of ———-, in round figures. 
This year we find it necessary to increase again our help and mainte- 
nance costs, principally, for Greece that were not provided for in the 
previous 2 years. We havea big investment there. 


AMBASSADOR RICHAEDS’ MISSION TO MIDDLE EAST 


Mr. Passman. Thank you, Admiral. 

Can you state for the record the amount Ambassador Richards 
could have obligated on his mission to the Middle East had he decided 
to do so with the cooperation of our officials there? What was the total 
amount he was given authority to obligate in the interest of our coun- 
try? 

‘Mr. Rountree. You will recall that under the legislation dealing 
with the Middle East, special flexibility was requested with respect 
to up to $200 million of funds which had already been appropriated 
by the Congress. At the time Ambassador Richards actually took off 
for the Middle East, there were unobligated or uncommitted funds 
available in the amount of $171 million. 

Mr. Passman. Of course, certain funds could have been transferred. 

Mr. Rountree. Under the legislation, we had available special flexi- 
bility for up to $200 million. 

Mr. PassmMan. Do you know whether or not Ambassador Richards 
was given authority to distribute the $200 million in that particular 
area ? 

Mr. Rountree. He had wide latitude. He was in constant touch 
with the Department of State and with the President as he carried 
out his mission. 

During the course of the mission he obligated or committed $118 
million—almost $119 million. 

Mr. Passman. That was approximately $82 million less than he 
could have obligated? He could have obligated the entire $200 mil- 
lion if, in his wisdom and in the wisdom of the President, it would 
have been in the best interests of our country for him to have done so? 

Mr. Rountrer. Yes. 

Mr. Passman. Do you know if any of the nations declined offers 
made by Ambassador Richards during his mission ? 

Mr. Rountres. Of the 15 nations that he visited, quite satisfactory 
arrangements were made with 13. I would say that no nation visited 
actually declined the doctrine, or rejected the doctrine. 

Mr. Passman. Did any of the nations decline to accept the money ? 

Mr. Rounrresr. Some of the nations neither accepted the doctrine 
nor declined the doctrine, and in some nations arrangements were not 
made relating to funds. 

For example, in Sudan and in Yemen conclusive arrangements were 
not made to reflect either acceptance of the doctrine or rejection of 
the doctrine, and no arrangements were made for any funds that 
it might have been possible to provide for those countries. 

Mr. Passman. Would his mission be termed a pomnpiete success, if 
he left the United States with the authority to distribute $200 million 
and he only succeeded in getting rid of $118 million ? 
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Mr. Rounrresr. I would not attribute the success or failure of his 
mission to the amount of money he might have disposed of. I think 
his mission in all respects was a generally successful mission. 

Mr. Passman. Did you say “in all respects” ? 

Mr. Rountree. With respect to most of the countries of the area 
the general effect of the mission was an exceedingly good one. 

Mr. Passman. Did the Ambassador visit Syria ? 

Mr. Rounrrer. He did not visit Syria, or Egypt or Jordan. 

Mr. Passman. Did he attempt to go into Jordan ? 

Mr. Rountree. No, sir. 

It was decided under the circumstances it would be best for him 
not to gointo Jordan. He did not go there. 

Mr. Passman. Did he go into Burma? 

Mr. Rountree. That is not in the area. 

Mr. Passman. How many nations did he visit ? 

Mr. Rountree. Fifteen of the eighteen in the general area of the 


Middle East. 
NUMBER OF COUNTRIES ACCEPTING AID UNDER MIDDLE EAST RESOLUTION 


Mr. Passman. And during his tour, he entered into agreements 
involving dollars with 13 of the 15 nations which he visited ? 

Mr. Rounrrere. No. All of those did not involve dollars. 

Mr. Passman. How many of them did? 

Mr. Rounrrer. There were nine nations for which commitments 
were made. 

Mr, Passman. Dollar commitments? 

Mr, Rountree. Dollar commitments. 

Mr. Passman. Nine of the fifteen visited ? 

Mr. Rountree. I would be glad to enumerate them. 

Mr. Rooney. I think that information would be interesting. 

Mr. Passman. The information is not classified, is it? 

Mr. Burns. The figures on individual countries are classified. 

Mr. Passman. Off the record, for the information of the committee, 
with what countries did Ambassador Richards enter into agreements 
to provide financial aid ? 

Mr. Rountree. Off the record. 

( Discussion off the record. ) 


LOANS MADE UNDER THE MIDDLE EAST RESOLUTION 


Mr. PassMan. What part of the total of approximately $118 million 
represented grants and what part represented loans ? 

Mr. Rounrrer. It was all grants except for $15 million. 

Mr. PassMan. You say that there were no loans? 

Mr. Rountree. I am told that $15 million represents loans. 

Mr. Passman. Will you state the countries to which loans were 
made? 

( Discussion off the record.) 
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REPAYMENT OF LOANS 


Mr. Passman. Are the loans repayable in dollars or the currency 
of the recipient countries ? 

Mr. Burns. Repayable in either one. 

Mr. Passman. Should they elect to repay in the currency of their 
own country they may do so? 

Mr. Burns. Yes. 

Mr. Passman. It is not prescribed that the loans should be repaid 
in dollars ? 

Mr. Burns. That is true. 

Mr. PassmMan. Would it be to the advantage of these countries to 
repay a part of the loans in dollars unless their currency should have 
a higher value than the United States dollar ? 

Mr. Burns. If their currency is strong and if they have an adequate 
supply of dollars, in order to show their credit worthiness to the 
world and perhaps to attract private financing, they might very 
definitely elect to repay in dollars. 

Mr. Passman. Do you think some of these loans may eventually be 
repaid in some way ? 

Mr. Burns. Yes; I personally think they will. 

Mr. Passman. There is a possibility ? 

Mr. Burns. Yes, but not in dollars in the immediate future. That 
is my own personal feeling. I think if I were finance minister of one 
of these countries I could see where if I were trying to attract private 
finance into my country and if the word got out that I never allow 
loans to be repaid in dollars, then that would impede me in attracting 
private financing. To indicate that my country was financially 
sound, if I had dollars I might want to pay in dollars. It is on that 
theory we think the countries that are in a better position will want to 
repay in dollars, but for the foreseeable future most of them will not 
be in that happy position. 

Mr. Passman. There is no requirement that the loans should be re- 
paid in dollars? 

Mr. Burns. That is correct. 

Mr. Passman. That being true, it would not adversely affect the 
credit of those countries if they should not repay in dollars? 

Mr. Burns. Private business concerns might be more reluctant to 
go into a country if they knew the country’s financial position is such 
that they do not want to repay in dollars and can only repay in local 
currency because private business concerns might say: “Supposing the 
day comes when I want to take my capital out of the country, or re- 
patriate my profits, that country’s financial position obviously is not 
strong enough to pay in dollars and I might not be able to get my 
money out very easily.” 

Mr. Passman. Could not that factor be judged on the basis of the 
contract, rather than on the basis of the strength of the country’s 
currency ? 

Mr. Burns. Yes, there may be contracts, but there are times when it 
is difficult, because of a country’s foreign exchange position to get con- 
tracts implemented. 

Mr. Passman. Of a total of $118 million? You stated that $15 mil- 
lion of the $118 million was in loans. Of the total, a loan of $1 million 
is required to be repaid in dollars ? 
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Mr. Van Dyke. Yes. I just wanted that point in the record. 

Mr. Passman. Would not that sum be less than 1 percent of the 
total ? 

Mr. Van Dyke. Of the total, it is less than 1 percent. 

Mr. Roonry. May I suggest that you inquire which countries if 
any, turned down an offer of grants by the Richards mission. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


COUNTRIES NOT ENTERING INTO PREFERRED NEGOTIATIONS UNDER THE 
MIDDLE EAST RESOLUTION 


Mr. Rooney. I would like to inquire which three nations did not 
enter into proferred negotiations with Ambassador Richards. 

Mr. Rountrer. I may have misled you in my previous reply. Am- 
bassador Richards visited a total of 15 countries of which 9 (plus the 
Baghdad Pact for regional projects) were the recipients of some 
form of aid. However, of the 15 countries that he visited, he issued 
joint communiques in the field with all but 3, reflecting, I think, a 
satisfactory outcome of his negotiations, or discussions with the local 
governments. One of the three was Israel. The discussions with the 
Israeli Government, because of the pressure of time, were completed 
here in Washington after which there was a statement issued by the 
Israeli Government, paralleled by a statement issued by the United 
States Government, which satisfactorily concluded, in terms of the 
public attitude, our discussions with the Government of Israel on the 
question of this doctrine. 

Mr. Rooney. How much was offered the Government of Israel? 

Mr. Rountrer. No funds were offered to Israel. 

Mr. Rooney. Is it not the fact that $1 million was offered and that 

was turned down ? 

Mr. Rountree. No; that is not right. 

Mr. Rooney. Is not that the fact ? 

Mr. Rounrres. That is not the fact; no. 

Mr. Rooney. That is all. 

Mr. Rountree. The other two countries involved were Sudan and 
Yemen. Neither Sudan nor Yemen has received any funds under the 
program. However, they did not reject the program. The discus- 
sions were inconclusive there. The door has not been closed. 

Mr. Gary. Mr. Secretary, the President, night before last, delivered 
a speech to the State governors at Jamestown, Va., in which he sug- 
gested to the governors that they attempt to formulate a program 
whereby the States would render most of the services for their people 
rather than call upon the Federal Government for those services. I 
personally am heartily in accord with that philosophy. I voted 
against the highway bill because I thought the construction of high- 
ways should be left to the States rather than be handled by the Federal] 
Government. I voted, and shall vote against the school construction 
bill for the same reason. I voted against the sewage control bill re- 
cently and various other matters of that kind because I think the 
States should handle such projects themselves rather than rely upon 
the Federal Government for them. 

I wish the President would go a little further and agree to allow 
the States to conduct their own affairs instead of forcing upon them 
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the iniquitous civil-rights legislation, but that question is not involved 
here. 
CITIZENS COMPLAINTS AGAINST FURTHER FOREIGN AID 


I would like to ask if it would not be a good thing to apply that 
same philosophy to these countries. that we are helping overseas. 
If we are going to request our States now to take over the expendi- 
tures for all the improvements within their borders, why should we 
not make the same requirement of the foreign countries and thereby 
reduce our foreign aid program? 

Mr. Rountrer. I find it very difficult to relate the mutual security 
program in the area of my primary interest to any suggestions that 
might have been made with respect to such domestic matters here 
in the United States. 

Mr. Gary. Let me say right there, the people are relating them. 
Practically every letter I get from Federal employees, contains such 
language as this: “Why should we not get salary increases? Why 
do you throw this money away overseas and not pay is more money? 

People who want dams in their States, will say, “Why should we 
build dams in Europe, and Asia and not build them in the United 
States, and why should you provide funds for all of these public im- 
provements in other countries and not give us the benefit of any of it 
in the United States”? 

My mail is filled with inquiries of that kind. 

Mr. Rounrtrer. I can say this with the utmost sincerity, that I con- 
sider the mutual security program, and the assistance in the various 
forms set forth here to the countries in the area for which I am respon- 
sible, to be of very great importance in terms of the national inter- 
ests of the United States. I think achievement of the objectives of 
American policy in this, one of the most important areas of the world, 
requires a contribution on our part to help these peoples achieve 
their national aspirations in terms not only of their security against 
the threat of international communism, but also aspirations in terms 
of progress toward improvement of their economic life. 

It seems to me, sir, that the national interests of the United States 
involved in these matters are of such importance as to require a con- 
tinuation on our part—on the part of American taxpayers—of activi- 
ties to see to it that a free way of life is preserved and fostered in 
this part of the world. It is an area of great importance to the secu- 
rity of our own American institutions. 


NEED FOR CONTINUED FOREIGN AID 


Mr. Gary. We seem, however, to be reaching out to all the countries 
of the earth. As soon as a new country is created we take it into the 
program. We have three new ones in this year. We are reaching 
out into every corner of the world and trying to build up the economy 
of every other nation. How long can we continue to do that? The 
United States has great natural resources, and great wealth, but if 
we deplete those resources and deplete that wealth, I question very 
seriously whether any of these countries would come to our assistance. 
Right now our people are clamoring for tax reductions. They are 
clamoring for reduced Federal expenditures. How long can we keep 
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up these foreign aid expenditures at the present rate and maintain 
our economy ¢ 

Mr. Rountree. Sir, I would say that obviously there must be main- 
tained a proper balance in terms of what the United States can afford 
to do in the way of foreign assistance in the light of resources and ex- 
penditures generally. It is my impression that that is one of the truly 
important elements weighed by the executive branch in making recom- 
mendations to the Congress. I would say that the nature of the Ameri- 
can interest is such that surely at this time we must continue to give 
substantial assistance to these countries. 

You mentioned the emerging countries, the new nations of Africa. 
I think it is particularly important that we, as a leader of the free 
world and the country to which these newly independent countries 
look for assistance, demonstrate our interest in their stability and in 
their progress by helping them through programs such as those we 
have outlined here. 

Mr. Gary. I want it understood that I have supported the foreign 
aid program since its inception. At first we were told that it was a 
5-year program. It has been going on now for over 10 years. I had 
hoped that, as the program progressed, we would at least be able to 
reduce our aid, but instead of reducing it, we are being constantly 
asked to increase it. 

I just do not see where there is any end to it. I must say that the 
situation at the present time is, from that standpoint, very disturbing. 

That is all, Mr. Chairman. 

Mr. Passman. Mr. Natcher? 


ALLOCATION OF DEVELOPMENT LOAN FUND 


Mr. Natcuer. How much of the development loan fund would you 
use in the Middle East area during the fiscal year 1958 ? 

Mr. Burns. Sir, I cannot answer that question. For the total $500 
million, there will be claims from different countries with different 
projects, and how much the countries in this particular area happen 
to get would depend upon how well they formulate their projects and 
what their situation is. I would hate to hazard a guess, sir, as to how 
much it would be. 

I can imagine it might be a substantial portion of the $500 million, 
simply because the countries in this area account for about a fifth of 
the population in the world, and they are important in terms of our 
defense, and they are important in terms of our interest in stimulating 
their economic development. So I can imagine it would come out a 
fairly sizable proportion, but I would not know how much. 

Mr. Narcuer. Can you give us any information in regard to the 
amount to be used in south Asia and Africa? Do you have any indi- 
cation at all ? 

Mr. Burns. Out of the $500 million ? 

Mr. Natcuer. Yes, sir. 

Mr. Burns. It would have to be pulling a figure out of the air. 
I would not be surprised if it would be a third, or maybe even half 
of it, but again, it might be much less than that. It might be more, 
depending upon the nature of the projects. 

The way teak this figure of a third or a half, I am thinking in 
my mind of the other countries in the Far East and Latin America. 
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They may make some claims. There are, all told, 18 or more, perhaps 
twenty-odd countries, in this area with a population of a fifth of the 
world. It might be a third or half, but one would not know until he 
added up the projects which had been approved. 

Mr. Passman. Will the gentleman yield? 

Mr. Natcuer. Yes. 


BASIS OF ESTIMATE FOR DEVELOPMENT LOAN FUND 


Mr. Passman. How was the $500 million sum ever arrived at, if there 
is no more knowledge concerning the use of it than has been indicated ? 

Mr. Burns. We inet nee about their needs. For example, 
this year, in addition to the regular programs such as those we are 
asking for in 1958, we obligated development assistance in this area 
of $164 million, which was for use by these same countries. That 
category of aid disappears. Some of the same kind of projects, which 
might in the past have been considered development assistance, in 
the future might be development loan fund. 

Mr. Passman. Continuing on the same basis, but under a different 
brand ? 

Mr. Burns. Well, with different ground rules, so to speak, because 
out of development assistance, some of this is granted and therefore 
they do not necessarily have to pay the money back. Under the devel- 
opment loan fund they do have to. 

Mr. Passman. A record was made earlier in the year that the 
money would not have to be repaid. 

Mr. Burns. May I add a bit of factual information that I should 
have given before? Under established ICA loan procedures, if a 


country repays its loan in terms of dollars, the interest rate is 3 per- 
cent; if it repays in local currency it is 4 percent. That is a fact that 
I wanted to bring to your attention. 


EFFECT OF THE COOPERATION PROGRAM IN THE NEAR EAST AND SOUTH 
ASIAN COUNTRIES 


Mr. Natcuer. Mr. Burns, on page 3 of your statement concerning 

the Near East and south Asia, you make certain observations concern- 
ing the effect of the cooperation program in the Near East and south 
Asian countries. You point out that— 
Programs in these and the other countries in the area would permit continued 
effort to raise the general level of skills, broaden the basic training of leaders, 
administrators and teachers, and improve methods, techniques and organization 
in agriculture. 

Referring to the latter part of your statement concerning improv- 
ing methods, techniques and organization in agriculture, what do you 
have in mind along that line, Mr. Burns, from the standpoint of agri- 
culture? Is this another instance such as Japan? For instance, in 1948 
they raised 11,000 acres of tobacco, and last year some 186,000 acres, 
Are we going down that same road, Mr. Burns? 

Mr. Burns. I wonder if I understand correctly, sir. Are you 
asking whether there will be plans to increase production in agri- 
cultural products that are in surplus supply here ? 

Mr. Narcuer. Ultimately, would we not be in that position ? 
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Mr. Burns. Well, may I take a couple of specific cases to say what 
has been done in the past as an illustration of what might be done in 
the future ? 

In Iran, the food consumption is so low that the average caloric in- 
take averages 2,000 calories per person per day for the whole country, 
as compared with about 3,300 in the United States. A lot of the 
population of Iran has less than 1,800 calories per day. 

ne of the things that our agricultural experts did in Iran was 
to show people how to vaccinate cattle for about half a dozen different 
diseases that had reduced the livestock population in Iran. Last year 
about 20 million vaccinations were given to animals in Iran by the 
Iranians themselves. 

The net effect of that is to raise the food consumption level of the 
people, but it has not yet, and we can hardly imagine for years to 
come that it would raise the production of cattle to the export point. 

That situation in Iran is typical of almost all the countries in this 
area, where the caloric consumption is just about one jump ahead’ of 
the subsistence borderline for a large proportion of the population. 

The general objective is to raise their own consumption levels. They 
would grow more food and eat it themselves. 


AFRICA’S REQUIREMENTS 


Mr. Natcuer. On page 6, Mr. Van Dyke, of your statement, there 
is a paragraph pertaining to Africa’s economic requirements, develop- 
ment projects, et cetera. You state: 

A major financing area would certainly be projects providing basic transporta- 
tion, communications, and power facilities needed to expand the market economy 
and connect isolated markets. Such projects would multiply the opportunities 
for private economic activity and investment by local and foreign sources, and in 
most of Africa economic growth and private investments are at present in- 
hibited by the lack of adequate roads, railroads, ports and communication 
facilities to connect producers to markets and by the lack of power and water- 
control installations. Proposals exist for projects to improve these basic facili- 
ties in all of the African countries, and some projects are already underway. 

As I pointed out on 1 or 2 occasions, since we have started our hear- 
ings, Mr. Van Dyke, and as you well know, in 1900 Great Britain had 
60 colonies, some 596 million people in 1939 and according to present- 
day estimates, Great Britain will probably have 35 million people in 
1959. 

Mr. Van Dyke, just how far can we go far as Ghana is concerned. If 
Malaya receives her independence in August or September of this 
year—just how far can we go as far as Africa is concerned, forgetting 
other sections of the world ? 

In your opinion, Mr. Van Dyke, can we place these new countries, 
especially as far as Africa is concerned, on a basis comparable to 
conditions in this country? Please explain your statement on page 
6—what do you have in mind? ' . 

Mr. Van Dyxe. I have several things in mind, Mr. Congressman. 

In the first place, the area has enormous material resources which 
are undeveloped at the present time, and which we believe it is in 
the interest of this country and the western world in general to develop 
in terms of our own long-term need for raw materials. That is one 
consideration. 
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Then there are social and political problems arising as a result of 
the introduction of these people to western society. There is a good 
deal of instability, which could easily lead to political or economic 
extremes, unless we make contact with them, and try in a very modest 
way to help them develop political and social institutions which will 
be in keeping with the ind of social and political institutions we 
believe are desirable in the world. 

Mr. Natcner. Mr. Van Dyke, right at that point, what commit- 
ments, if any, have you made with Malaya for 1958? 

Mr. Van Dyke. Sir, that is outside of my area. 

Mr. Narcuer. Mr. Burns, what about that ? 

Mr. Burns. I am sorry, sir 

Mr, Narcuer. Can anyone answer that question ? 

Mr. Murreny. I believe I can help, sir. I believe Mr. Hollister 
indicated the other day, and Mr. Dulles also, that we had made no 
commitments whatsoever. 

Mr. Narcuer. You confirm that statement, do you, Mr. Murphy? 

Mr. Morrny. I am repeating what I heard, Mr. Natcher. 

Mr. Natcuer. That is all, Mr. Chairman. 

Mr. Passman. Mr. Denton ? 





JUSTIFICATION DATA AND PRESENTATION 


Mr. Denton. I notice the justifications on page 9, show ——— 
vessels. 

Then we were told that this was not correct and we had to turn to 
the various countries. I turned first to Greece and I find ——— 
vessels. 

Colonel Crrrz. We were including only major ships in the vessels 
which the admiral showed. Those smaller vessels which you just 
mentioned, such as landing craft, and 45-foot patrol craft, we did not 
include in the major category of the vessels which he was discussing. 

Mr. Denton. This is all very confusing to me. I do not know how 
the other members feel about this, but by the time this bill gets to us 
it has been determined it is either a good or bad policy. We have to 
determine how much money we are going to spend for technicians, 
et cetera. 

Of course, I realize that there has to be a certain amount of justifica- 
tion to tell what your functions are in your program, and all that. I 
appreciate that. 

We have all been through that before. We have heard that three 
times when we have gone over the justifications before. I am dis- 
appointed that we do not get more specific figures on what you want 
to use it for. The only thing I got was the Admiral’s chart and these 
figures in the book. 

It takes an interpreter every time to try to reconcile them. I do 
not know what we are going to do. They told me when I came on this 
committee when anybody asked for an appropriation, they were pre- 
sumed to be guilty until proven innocent beyond a reasonable doubt. 

Mr. PassMANn. Will the gentleman yield? 

Mr. Denton. Yes. 

Mr. PassMan. We have asked for a summary to be limited to one 
page in this book. In bringing about the summary of the total amount 
involved, the larger and more expensive items were selected and de- 
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tailed on page 9. At the bottom of page 9 items which I shall label 
“the cats and dogs” were lumped together as “other.” The total 
amount, therefore, is 

Mr. Denton. That is right. 

Mr. Passman. Off the record. 

Apmirat Brerern. Of the larger combat units. 

Mr. Passman. In fairness to the gentleman who worked out these 
new justifications, I think it was the committee’s request that you 
handle this phase of information exactly as has been done. 


LOSS OF CONGRESSIONAL CONTROL THROUGH USE OF DEVELOPMENT 
LOAN FUND 


Mr. Denton. Referring to this development assistance, you stated 
one reason for it was that the other country would have the plans all 
made before you loan the money. Do you not think under the way 
we have been going that they should have their plans and they should 
prove it is a worthwhile project before we grant them the money ? 

Mr. Burns. Yes, sir. 

Mr. Den'ron. You do not change the program a bit in that respect 
from the way it has been done before? 

Mr. Burns. I agree with everything you said. Whether it is loan 
money or grant money, we try to get well formulated plans, but the 
trouble is that a country discovers that there is an illustrative pro- 

ram at a particular lev el of aid of, say, $30 million for that country. 
So they tend to regard our illustrations and preliminary planning 
as something specifically set aside for them which they ought to get, 
whether or not they have good plans. It is very hard to resist that 
kind of pressure. 

Mr. Denton. Why would it be any harder to resist grants than 
loans? Iam speaking of soft loans. 

Mr. Burns. What we are saying is, “You are not automatically 
entitled to a cent of this. None of it will be advanced to you except 
to the extent that your applications prove acceptable to the fund.” 

Mr. Denton. I am trying to get at this. You have the plan from 
them and have it approved before they ask for the money. Why 
can you not do that anyhow ? 

Mr. Burns. What you say is right. 

Mr. Denton. The main thing that this program does is to take it 
all away from Congress. You have had trouble with the GAO, the 
Government Operations Committee, and in this committee. It gets 
away from the Congress’ annual review of appropriations. 

Mr. Burns. We do not interpret it this way. 

Mr. Denon. You did not give us specific programs, only illustra- 
tive programs. This gets away from that, so you do not even have 
to give us illustrative programs. 

Mr. Burns. We can give you illustrative ideas. 

Mr. Denron. Under this you will not even have to give us illus- 
trative ideas. 

Mr. Burns. We will have to report twice a year as to what is being 
done. 

Mr. Denton. Do you not think that is the whole trouble with this 
program, that it has not been planned ahead of time so as to enable 
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you to come in and give us definite plans regarding what you want the 
money for? 

Mr. Burns. No, sir. 

Mr. Denton. When you ask for loans, you are making it even 
worse that way. 

Mr. Burns. That is not how we think of it, sir. Maybe it looks 
that way, but we do not think of it that way 

Mr. Denton. We cannot all be wrong. The GAO and this commit- 
tee and the Government Operations Committee, all three, cannot be 
wrong. 

Mr. Burns. We think that the loan fund will put the pressure on 
the countries to come in with better projects, more carefully formu- 
lated. 

Mr. Denton. Why can you not, when you ask for a grant, ask that 
the program be adjusted ? 

Mr. Burns. When you say a grant, do you mean a grant that is pro- 
gramed in advance? 

Mr. Denton. To my mind, a grant and soft loan are the same thing, 
only the soft loan will give us trouble some years later. 

Mr. Burns. If they are loans from the Development Loan Fund 
we are not programing them in advance at all. 

Mr. Denton. That is what I am thinking about. Why can you not 
do that ? 

Mr. Burns. I do not see your point. 

Mr, Denton. Ifa man wants to build a dam on the Ganges in India, 
why can he not come in with plans for it just as well when he asks 
for a grant as well as when he asks for loans? 

Mr. Burns. Well, if the grant is not programed in advance—— 

Mr. Denton. Then he should not get the money, should he? 

Mr. Burns. It seems to me what you say is correct. 

Mr. Denton. If it is not programed, the man should not get the 
Joan. 

Mr. Burns. They should not get the grant or loan unless they have 
a well formulated plan, but the trouble has come from the fact that 
once these illustrative levels become known the countries tend to think 
they have a right to get that amount. That is what we are trying 
to get away from. 

Mr. Denton. You can get away from that by telling them to come 
in with the plan first, and then you may see if the Congress will give 
the money for it. 

Mr. Burns. It determines programing levels in advance, as I un- 
derstand it. 

Mr. Denton. I guess that is all. 

Mr. Passman. Mr. Alexander? 


BASIS OF ESTIMATE FOR DEVELOPMENT LOAN FUND 


Mr. Atexanper. Continuing along this line of the development 
loan program, in arriving at the $ $500 million, did your group con- 
sider applications of loans for projects from separate countries in 
arriving at this figure ? 

Mr. Burns. We looked at the programs and projects that countries 
have been carrying on in this current year, partly with their money, 
partly with our funds, development assistance funds, and then we 
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looked at the programs as they are planning them for next year, to 
the extent we have such knowledge. 

That was done for all countries, and out of the total of that ex- 
amination emerged an idea that $500 million would be about the 
appropriate amount for fiscal 1958 to take care of initial proposals 
that might meet the criteria. 

Mr. Atexanver. Is there anybody in your Department who can 
give us any idea of what these projects would be if the $500 million 
were granted ¢ 

Mr. Burns. No, sir. It would depend entirely upon what project 
a country came in with, and whether it met the criteria. 

Now, it occurs to me, maybe it would be useful. I have here a list 
of some of the things that countries have been doing, which might 
possibly meet these criteria. I could submit them to you if you would 
like to have them. 

Mr. Avexanper. If you think that would give us anything definite 
as to what you were going to do, not in general terms, but with cer- 
tainly as to what country, and tell us how much you expect to loan each 
country. I think it would be important. 

Mr. Burns. I could not say how much because, again, I do not 
know what the country might ask for or the project details. 

Mr. Atexanper. I take from what you have just said you can tell 
better after you have had a year’s experience than you can now. 

Mr. Burns. Yes, sir; that is right. 


NEED FOR AUTHORITY TO BORROW FUNDS IN FISCAL YEARS 1959 AND 1960 


Mr. Avexanprr. Then why do you go ahead and ask for authority 
for $750 million for each of the next 2 years now ? 


Mr. Burns. Well, because we have studied the development needs 
of these different countries. We know what their plans are, and we 
know that their shortage of funds to carry out their plans will be 
such that the amount needed will be more than the $500 million pro- 
posed for fiscal year 1958. 

Mr. ALExaANDER. You may know the plans and the needs, but you 
certainly have left us in the dark as to what those projects are. We 
have no idea what this money will be spent for, or how it is going to 
be spent, or in what countries it is going to be spent. 

Mr. Burns. Almost all underdeveloped countries will be eligible 
for the loans. Of course, if a country has big oil revenues, which are 
increasing, while they might be theoretically eligible, we would say 
to them, “You have alternative sources of financing for that project” 
but if I may, I would indicate some of the things that countries are 
doing, which conceivably might end up in applications for loans. 

(Statement off the record. ) 

Mr. Burns. We have listed that sort of thing for almost all countries 
and on the basis of that, we have arrived at a study, in which we 
came to the conclusion that $500 million this year for all countries 
might be about the right figure, but which one of those projects would 
be granted a loan I cannot say. 

Mr. Arexanper. I take it that you are only going to grant soft loans 
to countries in need. 
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AID TO SAUDI ARABIA 


You have granted aid and assistance to countries like Saudi Arabia, 
have you not ! | 

Mr. Burns. Yes, sir. 

Mr. Atexanper. How much have you granted to that country ? 

_ Mr. Burns. In the case of Saudi Arabia, during negotiations here 
in February, we discussed ———— million. 

Mr. Avexanper. What is the income of that country annually? 

Mr. Burns. That is about $1,200 million gross national product. 
Government oil royalties are close to $300 million annually. 

Mr. Atexanper. Are you living up to the standards and criteria 
that you have just been telling me about with reference to loans to 
Saudi Arabia ? 

Mr. Burns. Off the record. 

( Discussion off the record.) 

Mr. Atexanper. Back on the record. 


NEED FOR CONTINUED AID PROGRAM 


Yesterday we were told that we should assist certain European 
countries because they were strong. Today we are told that we should 
assist all of these undeveloped countries because they are weak. At 
what point do you folks see, in the future, that we are going to begin 
to cut down on gifts to these countries? What would be your criteria, 
would you say, “We have reached the maximum”? 

Mr. Burns. I think I would come back to the remark you made 
earlier. You said that all of these forms of aid have a common ob- 
jective, the objective to strengthen the overall security of the United 
States and that would be the determining factor as to size of aid and 
how long it would continue. How long that problem would continue, 
I do not know. It seems like it will be with us a long time. 

Mr. Van Dyke. Mr. Chairman, if I could add something there, I 
do not think the thought should be left that aid programs are never 
discontinued. We have discontinued substantial aid programs in the 
European area. At one time Marshall plan funds were flowing at 
the rate of about $5 billion a year to European countries. Those pro- 
grams have been discontinued. 

_ Mr, Atexanper. You tell us today that we could cut off our assist- 
ance to Europe without endangering our security ? 

Mr. Van Dyxe. I was referring to the economic aid programs, 

Mr. ALexanpver. Cut out all of the economic programs in Europe 
and you would not hurt the security of this country ? 

Mr. Passman. Will the gentleman yield ? 

Mr. ALexanper. Yes. 

Mr. Passman. Is not it a fact that every respectable nation appropri- 
ates or includes in its budget a certain amount of its gross national 
product, or income, for national security ? 

Mr. Burns. Yes. 

Mr. Passman. When this country goes into one of those nations 
and picks up the military tab, this leaves money which would ordi- 
narily be included in the country’s budget for national security avail- 
able to spend for other purposes. If we are spending money in a 
country that country’s economy is going to benefit, whether our ex- 
penditure is for military or economic aid. 





561 


This program has had five different and distinct names since its 
inception. Instead of tapering off, the attempt is being made to put 
the program on a permanent basis. If the requests made of the legis- 
lative committees should be granted, the result would be the establish- 
ment of a $2 billion worldwide RFC-type agency and program. Mr. 
Alexander established earlier that on this worldwide Reconstruction 
Finance Corporation program there would be no limitation as to 
where the loans may be made. It may be said that the loans are not 
needed in this area, but there are no restrictions. Under the proposal, 
the loans could be made to any one of the 85 nations of the world. 

This would be converting to a permanent basis, under the guise of 
another type of program. 

Mr. ALExanpver. In the program as outlined this morning, including 
the other countries of the Near East and southeast Asia, it appears 
to me that the program is to be carried into every undeveloped coun- 
try inthe world, Is that the purpose of the program ? 

Mr. Burns. Speaking for the area that i know, the Near East and 
south Asia, the security problem of the United States rises in that 
whole area that fringes Russia. 

Mr. ALEXANDER. We started the foreign aid program and it has de- 
veloped under different names—when did we start giving aid to the 
countries in the Near East and southeast Asia ? 

Mr. Burns. About 1951. 


SUCCESS OF NEAR EAST AND SOUTHEAST ASIA PROGRAMS 


Mr. ALExAnperR. Have we improved by our assistance program the 
political situation in that part of the world ? 

Mr. Rountree. May I comment on that, sir? It would be hard to 
exaggerate the importance of the mutual security program—our Amer- 
ican assistance program—on the trend of events in the area we are 
discussing today during the past several years. If you make a survey 
of the individual countries in the area which have been recipients of 
American aid, you will find that developments on the whole have been 
extremely good. Take the situation in Greece and Turkey, which you 
can relate directly in part to the American aid program. You see there 
a situation which a few years back was precarious, and is now trans- 
formed into a position of strength for the free world. If you look at 
Iran, you find the direct benefits of the American aid program in that 
country. In Pakistan, Iraq, Ethiopia, Libya, and many other coun- 
tries in that part of the world, there is concrete evidence of the success 
of the American program. You find that there is a general atmosphere 
and attitude toward the United States in most of these countries which 
is constructive and solid, and has as its origin in considerable measure 
American assistance in various forms. 

The aid program in that part of the world varies tremendously as 
among the several countries, With respect to your earlier question, 
Mr. Burns answered that there are countries which do not now receive 
American aid. Some do not need aid; and in some there are special 
circumstances which make it unwise for us to carry out programs, or 
make it impossible for us to carry out programs. That does not mean 
we are not interested in the welfare of the people, because we are, but 
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our programs have either not yet been extended to those countries, or 
have for some reason been interrupted. 

For example, I mention South Africa, Syria, and Egypt, to name a 
few in which we do not have current programs. 

Mr. Arexanper. Are not our improved relations directly in propor- 
tion to the amount of money we have turned over to them ? 

Mr. Rountree. No, sir; I do not think there is such a direct rela- 
tionship to the amount of money we have put in. I would say there 
is a relationship between the improvement of our relations with these 
countries and the determination shown by the United States to help 
them meet their problems in one form or another. 

Mr. Arexanver. What will be the effect on our relationship when we 
get to that point where we say, “We are sorry, but we cannot help you 
any more financially”? 

Mr. Rovunrres. I believe that in the case of American aid to each 
of these countries, the most important single criterion is, what is the 
national interest of the United States? 

I am speaking now of the enlightened self-interest of the United 
States. That has to be at the bottom of any successful policy. We 
realize that. If it is in our national interest to continue aid to these 
countries, I would hope that we would continue so long as it is in 
our national interest. I should think that if a situation ever arises 
where we have to eliminate aid to any given country for whatever 
reason, that the elimination of that aid can be accomplished in circum- 
stances that would have the least adverse effect on our relations with 
the country. 

The nature of American aid to various countries has already varied 
widely. It was mentioned earlier that, whereas a few years back we 
were putting billions of dollars a year into European economic assist- 
ance, no longer is a program of that magnitude or character required 
because circumstances have changed. 

As Europe’s economy improved, the requirements for American 
aid in that form diminished. Surely there are going to be adjust- 
ments throughout this area that we are discussing today, the Near 
East, south Agia, and Africa. In Iran a few years ago than was an 
urgent requirement for budgetary assistance. Today Iran no longer 
requires budgetary assistance, but it does need military assistance and 
daisies support assistance. I hope we continue that assistance so 
long as it is in our national interest to do so. I hope that in making 
such adjustments as might be required by virtue of changed circum- 
stances, we will retain very much in our minds the desirability or 
essentiality of a transition which would have the least adverse effect 
on our relations, 

AID TO ISRAEL AND EGYPT 


Mr. Atexanper. One of the things that bothers me with all of our 
generosity is that we helped Israel and then we helped Egypt. Out 
of all of this we developed a fighting power among themselves to 
the extent that we increased rather than decreased rivalry and jeal- 
ousy. Weare kindling a flame. 

What do you say about that? 

Mr. Rountree. I would say that I do not agree that United States 
aid to Israel or to the Arab States has created or brought about the 
situation which you describe. 
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Mr. ALexanper. We put them in a position where they fight easier 
with devastating weapons. 

Mr. Rountree. It is quite clear that there are very deep feelings of 
bitterness between Israel and the Arab States. It has been there 
since the creation of the State of Israel and before. It is true that 
there have been military hostilities in the area. The efforts of the 
United States have been to encourage peace and tranquility, and to 
work toward a situation in which the problems between the Arabs and 
Israel can be resolved. 

Mr. Gary. Toward the end we have limited our aid almostly entirely 
to economic aid in those areas ? 

Mr. Rountree. That is right. 

Mr. Gary. And have refused military aid for fear that it might stir 
up war? 

Mr. Rountree. Yes. Military aid has been very limited. 


RUSSIAN MILITARY AID TO EGYPT 


Mr. Gary. But the Russians have stepped in and have given mili- 
tary aid, which has created a very serious situation there? 

Mr. Rounrrer. That is a situation which we deeply deplore. In 
our programs in Israel and the Arab States, we have attempted to be 
constructive. We have attempted to avoid anything approximating an 
arms race, because we are quite sure that the problems of the area 
cannot be solved by arms. We deeply deplore any resort to military 
activity, because our whole effort is directed toward a peaceful solu- 
tion to this problem. 

The injection into the area by the Soviets of large amounts of mili- 
tary equipment did exacerbate the problem, a very difficult problem. 
We do not believe that the answer to this problem, as I have said, lies 
in trying to balance shipments of arms to one side by shipments of 
arms to the other side with the result that you have a sort of arms race 
which inevitably would lead to more hostilities. 

I would like to emphasize, sir, my sincere belief that our policies in 
the Near East have not had the effect that you have mentioned, of 
creating animosity or creating the desire to wage war within the 
area. They have, in fact, contributed very materially to that degree 
of peace which has with great difficulty been maintained. 


NUMBER OF DEMOCRACIES IN NEAR EAST, SOUTH ASIA, AND AFRICA 


Mr. ArexAnper. I am sure that our ultimate motive has been to 
romote peace. I was not questioning our motive, but I was wonderin 
if our gifts had not brought about some of the difficulties. In all o 
these countries in Africa and the Near East, how many of them are 
democracies ? 
Can anybody give us that for the record ? 
Mr. Rountree. We will be glad to insert that in the record later, I 
am afraid I do not have the statistics in mind at the moment. 
(The information requested is as follows :) 
Few countries in the world have precisely the demoeratic form of government 
we enjoy in the United States. Many countries have representative governments, 


frequently of a parliamentary character, and in some cases they are coupled with 
monarchical forms. Where the procedures of democracy do exist, there is great 
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variation, as between countries, in the degree to which governments are truly 
representative of the people. In the Near Hast, South Asia and Africa, of 24 
independent countries, 20 have representative forms of government in varying 
degree. 

Mr. Avexanper. Is our assistance helping to promote or keep cer- 
in, peop in power in these countries to the extent that it is creat- 
ing ill will among certain of their other people that might be opposed 
to their regimes ? 

_ Mr. Rountree. We maintain relations with the established regimes 
in all of these countries. All of our governmental business, whether 
it be in the form of United States aid or otherwise, is with the es- 
tablished governments. Some are democratic governments in terms 
which we would use in defining democracies. Others are less demo- 
cratic but nevertheless are established regimes which we recognize 
and do business with. Through those established regimes, our pro- 
grams are carried out to improve the welfare of the people in this 
part of the world. 


PRIOR AID PROGRAM IN AFRICA 


Mr. AtexaNperR. Have we ever given assistance to countries of 
Africa prior to this? 

Mr. Rountree. Yes, sir. 

Mr. ALExanveER. Prior to the request ? 

Mr. Rountrer. We have had aid programs in countries such as 
Ethiopia for several years. We have extended aid under current 
appropriations to Liberia, Morocco, Tunisia, and Libya. 

Mr, Avexanper. Mr. Chairman, I think that is all. 

Mr. Passman. I hope you gentlemen do not conclude we are driv- 


ing too hard in trying to complete these hearings. This particular 
Subcommittee on Appropriations receives this bill so late in the vear 
that unless we do hold the hearings on the basis we are holding them 
today, we would not be able to complete the hearings and have the 
record printed in sufficient time to consider the legislative bill the 
Foreign Affairs Committee submits to the House. 


NUMBER OF COUNTRIES RECEIVING UNITED STATES AID 


It is my understanding that the world population is 2,600 million 
persons. Is that total correct ? 

Mr. Rountree. Yes. 

Mr. Passman. The United States represents about 6 percent of the 
total world population ¢ 

Mr. Burns. Yes. 

Mr. Passman. Is it correct that, with the new nation of Ghana, the 
number of nations now is 85 ? 

Mr. Murpny. I believe that is a little high, Mr. Chairman. I have 
the exact figures here. 

Mr. Passman. The number of nations was 84 last year. What is the 
total number of nations in the world now ? 

Mr. Rountree. I think the total membership in the U.N. is 81. 

Mr. Passman. We do agree that the population is 2,600 million, and 
the United States represents 6 percent of the population ? 
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Mr. Murpny. That may be absolutely correct, Mr. Chairman. I do 
not know the world population. 

Mr. Passman. If there are 85 nations in the world, how many of 
these nations are we helping with military aid, economic aid, proposed 
loans, or technical assistance ? 

Mr. Morrny. In the fiscal year 1958 program, Mr. Chairman, we 
have 59 countries. Again, I do not want to mislead you, Mr. Chair- 
man, because this count does not include the dependent overseas terri- 
tories of some other countries. 

Mr. Passman. Last year it was established that we were aiding 66 
of the then 84 nations. Do you know of any nation helped last year 
not included in this year’s program of aid ? 


PROGRAM IN EGYPT 


Mr. Burns. There is one where there is no program for this year, 
but they are still spending the money left over from prior years. 
That is Egypt. 

Mr. Passman. It would need to be said they are still in the pro- 
gram if they are spending dollars. If the program is carried on into 
1958, this would mean they would participate in the program. What 
is the type of program in Egypt ? 

Mr. Burns. It has practically tapered off, and maybe there is one 
person left there. They are just spending money from fiscal year 
1955. There is nothing proposed here for fiscal year 1958. 

Mr. Passman. Are there appropriated funds which will carry these 
programs on into 1958? 

Mr. Burns. Yes, sir. 

Mr. Passman. Expenditures from previous years’ funds for Egypt 
will continue on into fiscal year 1958? 

Mr. Burns. Yes, sir; until the contracts are finished. 

Mr. Passman. Is the information as to the type of contracts we are 
completing classified ? 

Mr. Burns. No, sir. 

Mr. PassmMan. What type of contracts are in progress? 

Mr. Burns. Contracts for expenditures of funds partly for agri- 
cultural projects where they got equipment from us to rehabilitate one 
of their agricultural provinces. I stand corrected on that, Mr. Chair- 
man. That project is already liquidated. What is left is some rail- 
way ties and other equipment from earlier contracts. 


UNEXPENDED BALANCE AVAILABLE IN EGYPTIAN PROGRAM 


Mr. Passman. What is the amount of unexpended balances for this 
particular program ? 

Mr. Murrpny. The total is $23,728,000. 

Mr, Passman. The unexpended balance for Egypt is approximately 
$24 million ? 

Mr. Murpuy. Yes, sir. 

Mr. Burns. The carryover of unexpended obligations incurred in 
fiscal 1955. 

Mr. Passman. Why is there no new program for Egypt? 

Mr. Burns. Off the record. 

Mr. Passman. Off the record. 
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Mr. Burns. Not all of this $23 million would be used. 

Mr. Passman. What portion may be rescinded ? 

Mr. Burns. It is likely that the contracts that have already been 
placed are the ones that would be completed in all events. I cannot 
tell you how much that portion is represented by the contracts that 
have already been placed. 

Mr. Passman. Could you provide an estimate of what part of the 
funds for Egypt will be rescinded ? 

Mr. Burns. I cannot, offhand. 

Mr. Farwety. May we submit that for the record ? 

Mr. Burns. We do not have a tabulation of the contracts here. 

Mr. Passman. Could you estimate the amount of funds presently 
appropriated and assigned to Egypt which will not be required to 
complete the contract ? 

Mr. Burns. I could not, out of my head. I would have to study 
the contracts to see what the contracts are and which ones are about 
to expire and which ones have unfulfilled commitments. It would be 
a question of looking over the contracts. 

Mr. Passman. Do you think the committee could intelligently and 
conscientiously recommend funds for the overall program when there 
are certain balances which it is known will not be required without 

taking into account those funds in appropriating new money ? 

Mr. Farwett. These are not unappropriated balances. All these 
funds are obligated funds. 

Mr. Passman. But the funds are not going to be used. It is clearly 
stated that some of the items will be canceled and that all of the unex- 
pended funds will not be needed to complete the contracts, 

Mr. Burns. We were not asking for anything for Egypt in fiscal 
1958 at all. 

Mr. Passman. That is true, but you stated approximately $24 mil- 
lion is available to the credit of Egypt to complete contracts there. 

Mr. Burns. Yes. 

Mr. Passman. It has also been determined the entire $24 million 
will not be required to complete these contracts. 

Mr. Burns. We have to see what the contracts would call for and 
I do not. know offhand whether the unexpired portions of those con- 
tracts total up to $23 million or what level that may turn out to be. 

Mr. Passman. You did state that the entire amount of the unex- 
pended funds for Egypt would not be required to complete the con- 
tracts there? 

Mr. Burns. That would be my guess, yes, sir. 

Mr. Passman. Should not the committee be informed as to the 
amount of funds which will not be needed? When we appropriate for 
the overall program we should take into account this amount of unex- 
pended funds which will not be required to complete the contracts 
in Egypt. 

Mr. Burns. As I understand it, this has nothing to do with the 
amount of funds requested for fiscal 1958. 

Mr. Passman. If there are unexpended funds which will not be 
needed, certainly this fact should be taken into account in the overall 
appropriation. 

Mr. Morpny. I think, Mr. Chairman, that Mr. Burns is referring 
to incidental adjustments that might be made in the final liquidation of 
some of these contracts. In other words, you have a contract for 
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$50,000, the final bill comes in that it cost $48,750 and you have $1,250 
that is not needed for that contract. 

I am using an illustrative example because I am sure that is the type 
of transaction Mr. Burns has in mind. The amount that would be 
recovered under those circumstances, Mr. Chairman, would be most 
minimal. 

( Discussion off the record. ) 

Mr. Passman. Mr. Miller. 


CRITERIA FOR LOANS UNDER THE DEVELOPMENT LOAN FUND 


Mr. Miter. Mr. Rountree, I would like to go back and talk about 
the proposed development loan a little bit. I think that one of the 
criteria you probably take for granted but, as I recollect, Secretary 
Dulles when we asked him about it said that one of the fundamental 
things about the proposed development loan program was that the 
project would be in the interest of the American people, that in addi- 
tion to the other criteria it started out being something that was to our 
intelligent self-interest. I share the dislike for soft loans but, as I 
understand it, the projects that would be programed under the pro- 
posed development loan system would not only be projects that we 
felt were unable to be financed any other way and would meet the 
other requirements, but they would be of sufficient importance so it 
would really be in our national self-interest perhaps even to make a 
grant, if necessary, rather than have them go by the board. Am I 
correct in that understanding ? 

Mr. Rountree. That is correct. 

Mr. Miter. Now we go one step further. While we do not like 
soft loans, 40-year loans, and so forth, it is the final decision that it is 
desirable to get something, if it is only marbles, rather than nothing, 
by giving a straight grant, in addition to the possibility that we might 
be repaid, which makes for better relations. People respect one an- 
other better usually if there is not the relationship of one being a 
beggar and the other a giver. Then it is obvious that some of them 
wil be repaid just as it may have been a surprise to a great many 
people that we were repaid the World War I loans to Finland when 
many others that we would have rated as a much better security risk did 
not pay. So to that extent I go along that the concept of your pro- 
gram seems to be reasonable and I can understand why the $500 mil- 
lion that you are asking for in direct ee erate is an important 
and necessary part of it. I am not speaking now of the amount, but 
you cannot start off a lending institution without some capital. 

T do not quite follow the desirability of $750 million borrowing au- 
thority for the succeeding years. It has been pointed out to us that 
there must be some continuity to it and that many of these programs 
have long lead times and it is desirable to show that the institution will 
be a going concern over a period of years. Then there are those who 
oppose it very strongly because they say it takes more of the control 
of the use of funds away from the Congress. Like most Members of 
Congress, I am rather jealous of holding as much of that prerogative 
as we can. 


aes 
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EFFECT OF CONGRESSIONAL DISAPPROVAL OF BORROWING AUTHORITY FOR 
DEVELOPMENT LOAN FUND 


What would be the effect on your program if the Congress should 
pass the legislation and give you $500 million or whatever it might 
decide as the capital for this fund but did not go ahead with the 
other 2 years? Would that, in your opinion, cripple the program ? 

Mr. Rounrrer. I think it would, sir. Discussion of this program 
as a whole is rather difficult for me in view of my more narrow in- 
terest in terms of a regional responsibility. I can express a personal 
opinion on it, but I must say that the people who are responsible for 
the program as a whole can give you a much more balanced and 
authoritative reply than I. 

Mr. Mitier. That may be true, sir, but on the other hand you are 
a little nearer the echelon where this’ money will be used. Let us do 
away with my generalizations and talk about your particular shop. 
Would it hurt the Near East-African program, in your opinion, if 
you did not have funds assured for fiscal 1959 and 1960? 

Mr. Rounrrer. I would say, sir, that one of the most important 
elements of this program would be removed, and that is the element 
of continuity. There is a long lead time in many of these projects 
and programs. It takes time ‘to dev elop the engineering and other 
studies which are necessary to make wise decisions. If we are limited 
to a 1-year program it seems to me that the effectiveness of it would 
be seriously diminished, But more importantly, the removal of the 
concept of continuity, of seeing a program over a period of time 
rather than within the narrow limits of 1 year on the part of the 
participating governments, would have a very serious and I think a 
very detrimental effect on the program. 

Mr. Mirxer. Suppose the legislation went through as contained in 
the Senate bill and becomes law, a year from now it would still be 
possible for the Congress to repeal that authority, would it not? In 
other words, if the program does not work out, if it is not satisfactory 
from the point of view of those administering it, like yourself, or if 
in the opinion of the Congress it is a mistake and a new look should 
be taken, it could still cut it short at any time, could it not? There 
is no W ay of insuring it as irrevocable, is there ? 

Mr. Rountree. There are few things i in this world that are certain. 
I think, however, that an indication ‘by the Congress of the general 
intent to continue would be a very important factor in the attitude 
and planning of the participating countries. While there would be no 
certainty as regards future years, the general intent and general pur- 
pose would be of great significance in the planning operations. 

Mr. Mitr. Instead of getting it actually spelled out with addi- 
tional borrowing authority ‘for 1959 and 1960, suppose the committee 
reported congressional intent to the effect that if this thing works well 
it is the desire that it be continued but without making any specific 
commitments in dollars and cents. 

Mr. Rountree. I would hope that it would not be necessary to re- 
move the more specific elements of the program in future years. I 
would be reluctant to estimate without very careful thought the 
results of a more restricted program as you have suggested, but I 
should think offhand that it would reduce considerably the effective- 
ness of the legislation. 
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Mr. Miter. It would indicate a policy, though, would it not? 
Even if the legislation passed as you desire, it still could be repudiated, 
so it is rather a narrow margin of difference, is it not? 

Mr. Rounrrer. I would say the margin is not so narrow. Iam sure 
that the governments and countries in the area for which I am respon- 
sible would not feel that the margin is narrow. 

Mr. Miner. Does it not amount to saying that they have more con- 
fidence that the Congress would not undo something than that it might 
continue to do something ¢ 

Mr. Rountree. I think that is correct. 

Mr. Mitier. Suppose the situation should develop that you were 
faced with the alternative of either getting the $500 million or that 
approximate amount in this year’s budget without the added authority, 
do you think that that would be worthwhile? If you had it on just 
a 1-year basis, in your opinion would it be of any value to you? 

Mr. Rountree. I would be reluctant, sir, to give you anything 
approximating an official response to that question. 

Mr. Miter. I am limiting it to what you think would be the effect 
on the Near East and Africa. I am not trying to put you on the spot 
but I would like to have your views as to whether or not you would 
rather have the $500 million without the additional loan authority 
than not to have any of it. 

Mr. Rountree. Speaking personally, I would say that it would be 
a most regrettable decision but perhaps better than nothing at all. 
I would like to emphasize that is not implying in the slightest that I 
would be happy with that decision. 

Mr. Mirier. I realize that. Sometimes we have to compromise 
these things among ourselves. What this committee might wish 
would not necessarily be what is going to happen, and the same thing 
is true in your case. 


PER CAPITA COST FOR VARIOUS SOLDIERS 


I would like to address my next inquiry particularly to Admiral 
Bergin. Would you turn to that chart on which you had the living 
costs per soldier for various nationalities? 

Admiral Brretn. Yes, indeed, sir. 

Mr. Mitier. According to that chart [referring to chart], for the 
pay, food, clothing, housing, and so forth, for American soldiers, you 
have the figure of $3,500 in round figures. 

Admiral Brretn. That is correct. 

Mr. Miuirr. It has already been brought out that that is really only 
about half of the actual overall cost to the American taxpayers when 
you allow for fringe benefits, dependent support, insurance, and all 
of that sort of thing. 

Admiral Berern. And transportation. 

Mr. Miuter. That is for the average soldier, sailor, or airman. 

Admiral Brrern. That is correct. This is the average of the three 
services. 

Mr. Miter. On the other end of the chart we have Turkey with 
$105 in American money as the cost of maintaining the Turkish soldier. 

Admiral Brrern. In his own environment. 
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Mr. Miutrr. If the figures were available and you could estimate 
them and bring in travel and fringe benefits, and so on, it would not 
be a lot more than $105, would it? 

Admiral Brretn. I would hesitate to give you a figure but I cer- 
tainly would judge it would be lower than ours by a great deal. 


COMPARISON OF MANPOWER AVAILABILITY DUE TO PER CAPITA COSTS 


Mr. Mitier. If we said that it would cost something over $6,000 
to maintain an American GI protecting the Bosporus, for example, 
and the dollar cost for maintaining a Turkish soldier there is $105 or 
a little more, you get down to the point that for just sheer manpower 
you can maintain nearly 60 Turkish soldiers on a post there in Turkey 
as compared to what it would cost to maintain 1 American. 

Admiral Brerein. You can indeed have many more, and 60 might 
be a good number. 

Mr. Mruuer. I am using the $6,000 figure and the $100 figure. 

As an old GI myself, I am the last one to depreciate the value of 
the American soldier or the American sailor or airman, but under cer- 
tain circumstances it would be a lot more effective in certain situations 
if you had 60 fairly well trained and modestly equipped Turks than 
to have one American no matter what a grand guy he might be. Is 
that not a fact? 

Admiral Beratn. Yes, sir, and that is the purpose of this program. 

Mr. Murr. While we are still talking about Turkey, everyone who 
has had contact with them has high respect for their fighting quali- 
ties and their individual ability as military men, have they not? 

Admiral Brrern. They certainly do have; yes, sir. 

Mr. Mriuerr. From that point of view we could not have a better 
bargain, could we? If the national interest requires maintaining con- 
trol of the Bosporus, for example, or any of the other many farflung 
defense features in that area, it really is a saving to the American 
taxpayer if we are to maintain our defense in that area, is that not 
a fact? 

Admiral Brrern. Yes, sir. 

Mr. Mirter. And a very astounding savings when you come to look 
at those figures. 

: Admiral Brrern. It is the intent of this diagram to present that 
act. 

Mr. Mier. That is what I thought, and it seems to me it does it 
rather dramatically. 

Mr. Passman. Will you yield, Mr. Miller? 

Mr. Mriter. Yes, sir. 

Mr. Passman. We can rely upon the American soldier 365 days a 
year and as long as he lives, but such reliance may not necessarily 
be a fact in relation to the soldiers of the countries receiving our aid. 

Admiral Brrern. I could not subscribe to that statement because I 
would not know that. 

Mr. Passman. It is not definitely known whether or not some of 
these nations we are now subsidizing, where we are maintaining mili- 
tary defenses, could be opposing us rather than supporting us. 

Admiral] Brerern. I never know what might have been. | 

Mr. Passman. History at least indicates such a possibility. 
Admiral Brrern. It has in the past. 
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Mr. Passman. It is because of the Turkish economy that the main- 
tenance cost is less, and surely not the fact that the cost to maintain 
a Turkish soldier in the United States would amount to $3,511. 

Mr. Rounrrer. May I comment on that. I think it should be made 
clear that it is not only the difference in the standard of living, or in 
the economic base of the two countries, as you have suggested before, 
but there is a very basic difference in the amount that the Turkish 
soldier receives in real wages. 

Mr. Passman. Out of the $105 total, is the Turkish soldier provided 
rations for 365 days a year ? 

Mr. Rountree. Out of the $105 you feed the Turkish soldier 365 
days a year and you give a conscript, I believe, about 21 cents a month 
for wages. 

Mr. Passman. If the Turkish soldier were in the United States and 
maintained according to our standard of living, the cost then would 
exceed $105. Would not our economy be a determining factor? 

Mr. Rountree. Not on our standard of living; no sir. You would 
not maintain him on our standard of living. 

Mr. Passman. There is a different economic standard in every 
nation. If it is desirable for the United States to protect possibly 
- or $s nations of the world, then that fact results in a “bargain” 

or us? 

Mr. Rountres. Sir, may I just comment on this generally. This 
figure of $3,511 for the American soldier I gather is for an American 
soldier in the United States without fringe benefits and other costs. 

Admiral Breretn. That is correct. 

Mr. Rountree. If you send an American soldier to Turkey with 
his fringe benefits and other costs, I believe the figure will not be 
$3,500, but $6,000, $10,000 or even $15,000. It will be relatively a 
tremendous sum of money. What this chart purports to demonstrate, 
and I think demonstrates well, is that if you have a requirement in 
the free world for the maintenance of a collective security force and 
you assume that a certain number of men must be under arms at any 
given time to provide such a force both as a deterrent and in a defen- 
sive capacity, then you get a whale of a lot of value for the dollars that 
you spend in these countries to assist reliable allies maintain their 
defense units. 

Mr. Passman. If you prefaced your remarks in the beginning with 
that fact, and the “if” were included, such would be the case. But if 
you make your case here to the American people to the effect that we 
are able to accomplish the same thing for $105 that we can do with 
$3,511 the allusion isinaccurate. We donot actually know upon whom 
we would be able to rely in the event of conflict. It is certainly doubt- 
ful that we could hold together 66 nations. 

I have repeatedly heard the case made that with the uncertainty 
of conditions in the world it is necessary for us to maintain a certain 
number of men under arms and that we can maintain our own troops 
in some of these foreign nations at less cost than we could maintain 
them here in the United States. I think that fact was well established 
when we had large forces in Japan ? 

Mr. Rountree. I do not know. 
Admiral Beret. I do not know that as a fact, sir. 
Mr. WicctEswortH. He would get the same pay, would he not? 































































572 


Mr. Passman. The same pay, but certain provisions cost much less, 

Thank you for yielding, Mr. Miller. 

Mr. Miuuer. I would like to make one comment following up on 
what the chairman has said. I am not holding any brief about some 
of these nationalities. I wish I were as sure of some other countries 
as I am of Turkey. I am no Turkish expert, either, but I have run 
into Turkish soldiers in various parts of the world and under various 
conditions, and from what I have observed of them if there is any 
nation that is firmly in the anti-Communist or anti-Russian bloc, I 
would think we could count on the Turks to the last man. That does 
not apply to all people to whom we are giving aid. 

Mr. Passman. I certainly subscribe to that observation, singling out 
one specific nation. 

Mr. Mitier. That is why I said the comparison between the Turkish 
soldier in Turkey and the American soldier worldwide on a dollar 
value basis was a very dramatic illustration. 

Admiral Brrer. It is indeed, sir. 


UNITED STATES MEMBERSHIP IN BAGHDAD PACT 


Mr. Mixuier. I did not mean to get you off your feet, Admiral. I 

yanted to ask—this may or may not have to be off the record—about 
the Baghdad Pact. What is the probability or what is the objection 
to our being a member of the Baghdad Pact? I have heard from 
many of the representatives of the member countries that they would 
like to have us in it, the United Kingdom is in it, and why are we not 
in it? 

Mr. Rountree. We have supported the Baghdad Pact from the very 
outset in its purposes of collective defense against the threat of inter- 
national communism. We have participated for some time in several 
committees of the pact, for example, the Economic Committee and 
Counter-Subsversive Committee, and have maintained liaison with the 
Military Committee for a good many months. Recently we joined the 
Military Committee, and thus we are now a member of all the principle 
committees of the Pact organization. We have not decided on balance 
that it would be wise for us to recommend adherence to the pact itself. 

(Discussion off the record.) 

Mr. Miturr. This gets out of your geographical area to a certain 
extent, but do you feel that there are factors that differentiate the 
Baghdad Pact situation from SEATO and NATO and that we might 
be justified in following one course in those places and a different one 
in the Middle East ? 

Mr. Rountree. Yes, sir, I think so. The special factors prevailing 
in the Middle East relate to situations peculiar to the area itself, the 
reaction of some of the countries in the area to the Baghdad Pact and 
the possible reaction to American adherence. May I say something off 
the record ? 

(Discussion off the record.) 

Mr. Mirier. I note there is no military assistance program for 
Jordan. Is that pretty firm, or might there be some alterations in 
that ? 

Mr. Rountree. Off the record. 

(Discussion off the record.) 
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SITUATION IN CYPRUS 


Mr. Miter. While we are on touchy subjects, there are two NATO 
countries within your area, Greece and Turkey, and of course the 
United Kingdom’s interest in Cyprus. What do you anticipate will 
be the developments with respect to frictions between Greece and 
Turkey as well as the United Kingdom over Cyprus? 

Mr. Rountree. The tensions among several of our friends who are 
involved in the Cyprus question have risen in recent months. We 
have used our influence and continue to use our influence to bring about 
a solution to this problem on the basis of the principles of the United 
Nations, and in the context not only of the friendly relations that exist 
between ourselves and the free countries involved, _ the alliance 
that binds the three parties to this dispute; namely, Great Britain, 
Greece, and Turkey. 

We do not advocate any precise solution to this problem. We have 
no American formula. Our efforts have been to bring about some 
satisfactory solution which will meet the legitimate requirements of 
people directly involved, including, of course, the interests of the peo- 
ple of Cyprus. 

(Discussion off the record.) 


EXCHANGE OF PERSONS PROGRAM 


Mr. Miter. Getting back into the details I notice for the training 
of advanced technicians, the foreign students, the program for this 
year was estimated at 1,993 students and next year 2,167. 

What is the average time given in the educational institutions we 


sponsor to the technical people ? 

Mr. Burns. It varies a great deal, of course. The normal course 
for a good many of them is an academic year, but a sizable number 
are not taking normal academic courses. They will come to a factory 
or some other establishment and stay there and learn the processes, or 
study certain phases of industrial production or organization and 
those fellows range anywhere from 3 months to perhaps 2 years 


in some cases. The: normal average is 9 months. 

Mr. Mriuier. Are some of these what we would call the graduate 
level and are some almost mechanics and laborers ? 

Mr. Burns. They would be largely graduates, or people who have 
finished the university work in their own country and who are either 
government officials, or working in companies, and they come over 
here for specialized training. These would be not graduate students, 
but advanced technical or administrative people. There would not be 
so very many undergraduates because we try to train the undergrad- 
uate people in their own countries. They would not be mechanics 
or unskilled people because we try to train them in their own country 
It is much cheaper to begin with, and they get training more adapted 
to their own needs. So these are more advanced fellows. 

Mr. Muir. The teaching of skills to mechanics and workmen of 
that sort is funded under the various projects involved and does not 
come under this program; is that right? 

Mr. Burns. Many of them will be in the Technical Cooperation pro- 
gram which I mentioned as costing $48 million. Some have come 
under what used to be called the development assistance program. 
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Mr. Mituer. These people that are classified under this particular 
item then are in the higher education bracket ? 

Mr. Burns. Yes. | 

Mr. Mitxer. And mostly at the graduate school level ? 

Mr. Burns. The graduate school level, or technical people who are 
pretty advanced in their line of business. 

To give you an example, in the case of Afghanistan, we have two 
American universities, Columbia University and the University of 
Wyoming, working with the University of Kabul in Afghanistan to 
set up training programs in Afghanistan for applied agricultural and 
mechanical arts and for development of needed primary and second- 
ary education systems. They are doing all of this in Afghanistan. 
The technical training given there is better fitted to their local type 
of work than if you brought some of these Afghan boys, 18 years old, 
to this country. They might not get training so will adapted to their 
own country. When we bring them here we try to get more advanced 
fellows generally. 

Mr. Miter. Students who could not get the training as well away 
from here as they can at our own institutions ? 

Mr. Burns. That is right. 


AID TO PAKISTAN 


Mr. Mixxer. I notice that the overall program for Pakistan, is 
larger than it is for Iran. Is there some special reason for the emphasis 
on Pakistan as opposed to Iran at the moment ? 

Mr. Burns. As regards the economic side, Iran is beginning to re- 
ceive a sizable amount of oil royalties. In the case of Pakistan, their 
financial situation is not as fortunate as Iran’s. They need more de- 
fense support assistance to maintain the given level of Military Estab- 
lishment. That is why the defense support for Pakistan has been a 
bigger figure compared with Iran. 

Mr. Mutter. I notice the Pakistanis contribute nearly twice as much 
of their Government income to defense as do the Iranians. I suppose 
that the more fortunate situation in Iran has something to do with 
that z 

Colonel Crrrz. Off the record. 

(Discussion off the record.) 


PER CAPITA COST OF SOLDIERS 


Mr. Forp. I have been sitting here looking at the chart, Admiral, 
and for some reason or the other it seems to leave me cold because I do 
not think it proves to the best advantage the point that you want 
tomake. I know what you intend, but I do not think that it presents in 
the most forceful fashion the precise objective that you have in mind. 

Let us take the point that Mr. Miller raised about the cost of the 
Turkish Army per man, which is $105 for pay, food, clothing and hous- 
ing on an annual basis compared to a United States soldier in the 
amount of $3,511. Unfortunately, some of the figures you may want 
to use are classified in nature? 

Admiral Brratn. These figures are not classified. 

Mr. Forp. It seems to me somehow you ought to be able to crank 
into the figures what we pay for those kinds of allies instead of show- 
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ing what it would cost to replace them with a United States soldier, 
sailor or airman. In effect, we pay something of that $105 per man? 

Admiral Brratn. For each dollar we pay they put $2.30 in in the 
particular area. There are other economic supports that are not in- 
cluded in this. I think you are pointing toward that. I am not pre- 
pared to include those. : 

Mr. Forp. It is my recollection that it was earlier testified we are 
supporting in this area forces in manpower totaling approximately 1 
million men. 

Admiral Brercin. We are contributing to the support. We are not 
totally supporting them. They have over 1 million men under arms 
in that area, sir. 

Mr. Forp. Directly or indirectly we are contributing to their mili- 
tary effectiveness. 

Admiral Brretn. That is correct. 

Mr. Forp. To accomplish that number of 1 million men, we are 
putting up about $1 for every $3 that they are putting up ? 

Admiral Beretn. That would be fair. 

Mr. Forp. It might be interesting to have in the record that we have 
about 1 million men in the United States Army as reflected in the 
budget for fiscal year 1958. If you use the figure of $3,511 times 1 
million men you would get $3,511 million. 

Admiral Brrern. That is right. 

Mr. Forp. It would be unfair to compare in our estimation anyhow 
the total military qualifications of our forces with theirs. Neverthe- 
less, it does bear a relationship. We have 1 million men at about 
$3,511,000,000. In other words, as far as that figure for Turkey is 
concerned of $105, on a very general basis you could say that we are 
contributing approximately $25 and they are contributing $75. 

Admiral Brretn. I would say something on that order, on the 
basis of the military aid program. We may be contributing a little 
bit more if you bring in the economic aid, but it is hard to get that in 
the sliding scale. 

Mr. Passman. I think we did establish earlier today that this is their 
total contribution to their national security, which, considered on an 
area basis, is about $5 per capita. Our total defense expense, includ- 
ing the contributions we make to other nations, is about $217 per 
capita. 

Admiral Brratn. I believe that was brought out. 


BUDGET ESTIMATE FOR AREA MILITARY ASSISTANCE PROGRAM 


Mr. Forp. In this area for the military program, including both 
military assistance and defense support, you are asking for $592 mil- 
lion ¢ 

Admiral Brrern. Yes. 

Mr. Forp. And for this request of $592 million we will have mili- 
tary forces in the region in a number totaling about 1 million men? 

Admiral Brrern. That is correct. 

Mr. Forpv. Which on a command basis breaks down to a cost of 
about $500 per man. 

Admiral Beret. It could be. 
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INSTALLMENT SALES PROGRAM 


Mr. Forp. Do we have any credit sales involved in this region for 
our military program ? 

Admiral Brrer. Yes. 

Mr. Forp. The chart indicates credit sales that are contemplated 
worldwide. 

Colonel Crrrz. Worldwide, that have been completed through the 
fiscal year 1957. 

Mr. Forp. I did not know that we had a credit sales program. This 
is the total sales program ¢ 

Colonel Crrrz. Of all types; yes. 

Mr. Forp. How much in the $175 million that you are setting up 
as a credit sales program will be sales to the countries in this region ¢ 

Colonel Crirz. As of this moment we think there are three countries. 

(Discussion off the record.) 


AID TO GREECE 


Mr. Forv. At the same time I notice on one of the charts under the 
Greek heading that the defense expenditures for Greece were, in 1955, 
$118 million; 1956, $170 million and the last figure, which I presume 
is the 1957 budget, is $129 million. 

Admiral Brerern. I can only repeat the explanation I gave. I am 
not sure you were here, so if you will permit me I will repeat it. 

Mr. Forp. I was here, but it did not seem to ring to me. It did 
not satisfy me, to be frank. 

Admiral Brrern. I do not believe I can give you a better explana- 
tion than the fact that we have this investment. I think in our own 
enlightened self-interest, and in keeping with our best military advice 
from the Joint Chiefs of Staff, we are aiming toward a program that 
is justified in supporting the large expenditures we have already put 
into the country. It is needed, sir. Now, whether or not Greece 
could contribute more is a matter of economics. 

Mr. Rountree. Has Colonel Critz called to your attention the fact 
that the figure of $170 million for government of Greece defense ex- 
penditure is for an 18-month period ? 

Mr. Forp. What would be the comparable figure for 3 years on an 
annual basis? Let us go right across the board. In 1955, first. 

Mr. Rounprree. $118 million in 1955. The comparable 12-month 
figure in 1956 would be $115 million, and in 1957, $125 million. 

Mr. Forp. It does present a little different picture, but it still is not 
as good a picture as it probably ought to be, bearing in mind the sub- 
stantial increase in our own military contributions. 

Admiral Brrern. I can only say the training has improved in 
Greece. The quality of the troops has been raised. They are more 
combat ready and are in a position to use the more complic ‘ated equip- 
ment that is now becoming available to them, sir. 

Mr. Forp. I believe that is all. 

Mr. Passman. Mr. Wigglesworth ? 

Mr. Wiceeteswortn. Mr. Chairman, we have been here almost 414 
hours without other than mental stimulus. 
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Mr. Passman. Gentlemen, as stated several times, I do not relish 
proceeding in this manner, but if we are to conclude the hearings with 
adequate time to report the bill on schedule, we have no alternative. 
Mr. Wiceteswortnu. I shall try to be brief. 


TOTAL PROGRAM FOR NEAR EAST, SOUTH ASIA, AND AFRICA 


As I understand it, the program we are considering this mornin 
for the Near East, south Asia, and Africa, involves 8 countries an 
calls for appropriations of $695.2 million overall in the fiscal year 
1958. The eight nations are Greece, Iran, Iraq, and Turkey in the 
Near East, Pakistan in south Asia, and Liberia, Libya, and Ethiopia 
in Africa; is that correct ? 

Admiral Brerain. Yes, sir. 

Mr. Rounrrer. I think you are looking at the list of countries for 
which we contemplate military aid. We are considering economic 
assistance for some 20 countries, plus regional assistance, plus certain 
dependent overseas territories. You will find a recapitulation on 
page 6. 

{r. WiccLesworrn. I understand the eight countries I mentioned 
are those contemplated for military assistance. Looking at the mili- 
tary assistance requested, there is apparently an increase from $226.8 
million in 1956 to $352.4 million in 1957, and then to $390 million in 
1958. 

Admiral Brrern. That is correct. 

Mr. Wiccteswortu. However, if we add in the items contemplated 
for defense support, we find $281.1 million in 1956, $257.5 million in 
1957, and $202 million in 1958, we come up with a total for military 
purposes of $508 million in 1956, $609.9 million in 1957, and $592.4 
million in 1958. 

Admiral Brerern. That is correct. 

Mr. Wiaeteswortu. That is a decrease of about $17 million in 1958, 
as compared with 1957. 

I notice from the list of those countries that are to receive military 
assistance, the majority reflect decreases. I wish you would give us, 
off the record, a further word in respect to the increases for three of 
them. 

(Discussion off the record.) 

Mr. Wiccteswortn. Over and above the $592.4 million requested 
for military assistance, including defense support, it appears from 
chart No. 6 that vou are requesting $59.7 million for technical coop- 
eration and $43.1 million for other programs. I would like to have 
for the record, when you revise your remarks, comparable figures for 
each (a) for fiscal 1957; and (6) for fiscal 1956. 

Mr. Burns. Sir, it is on page 15. 

Mr. Wreeteswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiaciesworrn. If I understand, for technical assistance in 
1956 you had $55.5 million, and, in 1957, $52.8 million. 

Mr. Burns. Yes, sir; the total for Near East, south Asia, and 
Africa. 

Mr. Wiccieswortu. That compares with the request for $59.7 mil- 
lion in fiscal year 1958. 


578 


Mr. Burns. Yes, sir. 

Mr. WiceieswortH. What about the other programs? You had $29 
million in 1956, apparently, and $21.5 million in 1957, and you are 
asking $43.1 million in 1958; is that right ? 

Mr. Burns. Yes, sir; that is correct. 

Mr. Wiceirsworts. Either on or off the record, why the increase 
in the other programs? 

Mr. Burns. For the Near East and south Asia, this $13.8 million 
is a part of a new program which did not exist in prior years. Ob- 
ligations for Palestine refugees have increased in fiscal year 1957 as 
compared with fiscal year 1956. In fiscal year 1957 the obligations for 
Palestine refugees is the only item. The proposed special assistance 
in fiscal year 1958 brought this other up from the figures of $29 mil- 
lion in 1956 and $21.5 million in 1957 to $43 million in 1958. 

Mr. WiccieswortH. On page 15 you show “Development assist- 
ance,” 1956, $105.7 million, and, in 1957, $214.8 million, and I assume 
you can only say that those figures would compare with whatever 
ioans may be made available out of the development loan fund, if 
authorized. 

Mr. Burns. Yes, sir, and what might be drawn upon from the 
special economic assistance fund, over and above the $13.8 million to 
which I have already referred. 


UNEXPENDED BALANCES OF AREA PROGRAM 


Mr. Wiceieswortu. I am not clear as to what you said about unex- 
pended balances. I understood Mr. Murphy to say that there will be 
$1,207 million unexpended 


Mr. Morpny. The total—— 

Mr. WiecteswortH. As of June 30, 1957? 

Mr. Morpuy. Yes, sir; that is the total for all programs, military 
and nonmilitary. 

Mr. Wiacieswortu. Is that worldwide? 

Mr. Mourpuy. No, sir; just this area, Near East, South Asia and 
Africa. 

Mr. WiecteswortH. How much of that is military and how much 
is economic? 

Mr. Mourruy, The military, sir, is $493,467,000, and the economic 
and technical cooperation total is $713,664,000. 

Mr. Wicereswortn. Are those funds over and above the figures we 
have just been discussing, or are they included? They are not in- 
cluded, are they ? 

Mr. Mourrny. The first chart we discussed on page 6 is strictly: the 
1958 programs, Mr. Wigglesworth. The chart on page 7 and page 17, 
of course, they are both 1956 and 1957 columns, also. 

Mr. Wiccteswortnu. In other words, you are requesting $695 million 
in addition to the $1.2 billion carryover? 

Mr. Morrny. That isexactly right. 

Mr. WiccteswortH. Which gives you an availability of about 
$1,900 million. 

Mr. Murrny. That is correct, sir. There is one item, Mr. Wiggles- 
worth, the Palestine refugee item of $23.8 million that you see over 
in the right-hand side there. That is part of the $1.2 billion un- 
expended. 
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UNOBLIGATED FUNDS 


Mr. Wiceireswortn. How much of this $1.2 billion is unobligated ? 

Mr. Murruy. On the military side there is none, because all of the 
unobligated on military side is carried in the nonregional figures. On 
the economic side, the Palestine refugee money of $23.8 million will 
be unobligated; there will be $25 million in defense support, makin 
$48.8 million, and I believe that is all. There may some smal 
amount of technical cooperation money, Mr. Wigglesworth, where we 
estimate $6 million for the world as a whole will be unobligated, but 
we cannot earmark that by area. 

Mr. Wiceixswortu. In other words, there are no unobligated funds 
in the military and upward of $50 million in the economic side. 

Mr. Murreuy. That is correct, including the Palestine refugee item. 

Mr. Denton. Military is worldwide? 

Mr. Murpny. Military of one-half billion dollars is a worldwide 
figure and it is carried in our records as undistributed by area because 
it will not be used in any area of the world. 


SITUATION IN AFGHANISTAN 


Mr. Wiceirswortu. I think Secretary Rountree referred to Af- 
ghanistan. He states that during the past 12 months Afghanistan 
has demonstrated a determination to maintain its national independ- 
ence, and that he is happy to report there has been a recent improve- 
ment in relations with Pakistan. 

‘ aor on or off the record, would you just develop that picture 
rie 

Mr Rountresg. Off the record. 

( Discussion off the record.) 


INCREASE IN PERSONNEL FOR TECHNICAL COOPERATION PROGRAM 


Mr. WicGLeswortH. One other — uestion. 


Both Mr. Burns and Mr. Van Dyke referred to the necessity of an 
increase in personnel under the technical cooperation program. Mr. 
Burns said, among other things: 

Targets for fiscal year 1958 are 1060 and 707, respectively, to cover restora- 
tion of operations interrupted by the hostilities in the Near East, and to meet 
the needs of a number of country programs which have been drastically under- 
staffed in the past. 

My impression has been that a lot of those programs have been 
very much overstaffed. That we have had more people than were 
necessary, and that just by reason of their numbers, they have in 
some instances actually contributed to ill will rather than to good 
will; and I have hoped that as time went on we were going to see a 
reduction rather than an increase in the number of people required to 
carry on this program. 

Have you any comment on that? 

Mr. Burns. ICA employees and the contract employees in the Near 
East and south Asia area, total around 1800 at the end of fiscal year 
1957,scattered over about a dozen countries, with a population of about 
600 million people. 
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Now, this is not very many technical experts to do the job. The 
countries themselves have asked for more experts in various fields 
than we could supply. So, what we are saying is, that, where there 
seems to be a real need for experts, we would like to supply the people 
in the numbers indicated by these targets. 

I understand that in the past, for one reason or another, there 
have been accumulations of people in the capitals of those countries. 

I have seen that myself. What we are trying to do now is to dis- 
perse them to where the job is; and to fill the requests which are 
priority requests, and only those. 

Mr. Wiecteswortn. I might say that I think my observation is 
based more on the Far East than the area we are talking about, but 
I do think it is important, not only from the dollars and cents point 
of view, but from the point of view of international relations, to hold 
personnel down just as far as we can. 

Mr. Burns. We are doing another thing, too: There is a tendency, 
which we are trying to encourage, of having more contract personnel 
from private concerns, come in to do the job, and then when the 
particular job is done, they leave. That is why now there are 629 
private people working for ICA as compared with 927 ICA employees. 
That is a trend that we are trying to encourage. 

Mr. Wiccresworrn. That is all, Mr. Chairman. 


Torau Crv1n1AN PersoNNEL BY AREAS 


Mr. Passman. Thank you, gentlemen. Will you make available 
a list indicating the numbers of civilian personnel in the program, 
for fiscal year 1956 and 1957, the estimated number for fiscal year 
1958, by region, and by program ? 

(The information requested is as follows :) 





International Cooperation Administration—Personnel report by geographic areas 





Actual, Estimated, | Estimated, 
June 30, 1956 | June 30, 1957 | June 30, 1958 





ICA/W: 
Administrative funds. __.._- 
Domestic program funds 
Battle Act funds 


Total ICA/W-. 


Europe: 

United States nationals: 
Administrative funds. _. 
Program funds.__.__.._- 
Contractor hire -__-_-_-- 

Locals: 

Administrative funds. 
Program funds 


Total, Europe - - 


Africa: 

United States nationals: 
Administrative funds. 
Program funds___.---.-- 
Contractor hire- __ 

Locals: 

Administrative funds_- -- 
Program funds 


Total, Africa.......- 
Total, Europe and Africa. 


Near East and South Asia: 
United States nationals: 
Administrative funds 
Program funds__-_- 
Contractor hire.___._- 
Locals: 
Administrative funds_ 
Program funds..__-_.- 


Total, Near East and South Asia__.______- 


Far East: 

United States nationals: 
Administrative funds 
Program funds 
Contractor hire- 

Locals: 

Administrative funds 
Program funds : 


Total, Far East 


Latin America: 

United States nationals: 
Administrative funds. -.-- 
Program funds... -_...- 
Contractor hire - ---- i 

Locals: 

Administrative funds 
Program funds 


Total, Latin America 
Total, overseas 
Grand total, ICA 


Recapitulation: 

United States nationals: 
Administrative funds 
Program funds. .......-- 

Direct hire__._. ; 
Contractor hire-.......-. 


Total, United States nationals- 


Locals: 
Administrative funds 
Program funds 
Total, locals_--- 


Grand total, ICA 


1, 521 
452 
38 


2, O11 


| 
| 
| 








3. 543) 
(1, 995) 


2, 600 
4, 058 


11, 508 12, 795 
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Mr. Denton. May I ask just one question ? 
AID TO EDUCATION IN FOREIGN COUNTRIES 


In Afganistan, I noticed that there is a plan for building a rather 
large number of schools. 

Mr. Burns. Yes, sir. 

(Discussion off the record. ) 

Mr. Denton. How general is that ? 

Mr. Burns. It varies a great deal with different countries. 

Mr. Denton. Is there any reason why we should build schools in 
foreign countries and not in this country ; 

Mr. Burns. Generally speaking, they have not built schools in for- 
eign countries. 

(Discussion off the record. ) 

Mr. Burns. Generally we supplied some professors and a certain 
amount of demonstration equipment, but we built no buildings. The 
Director of ICA has said that he does not want to use this money for 
bricks and mortar. They can spend their own money for that. This 
capital problem was a very difficult problem and now our people there 
are giving instructions chiefly in engineering and agriculture. 

Mr. Rountrres. Off the record, Mr. Chairman ? 

(Discussion off the record.) 

Mr. Passman. Thank you, gentlemen. We shall meet at 10 o’clock 
tomorrow morning. 


TuHourspaY, JUNE 27, 1957. 
FAR EAST AND PACIFIC 


WITNESSES 


HON. WALTER SPENCER ROBERTSON, ASSISTANT SECRETARY, FAR 
EASTERN AFFAIRS, DEPARTMENT OF STATE 

DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR 
EASTERN OPERATIONS, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 

CAPT. BERTON ROBBINS, JR., USN, REGIONAL DIRECTOR, FAR EAST, 
ISA, DEPARTMENT OF DEFENSE 

LEONARD 8S. TYSON, ACTING DEPUTY ASSISTANT SECRETARY, FAR 
EASTERN AFFAIRS, STATE 

ROBERT C. YOST, FOREIGN AFFAIRS OFFICER, FAR EASTERN 
AFFAIRS, STATE 


Mr. Passman. The committee will come to order. 

Present with us this morning is the Honorable Walter S. Robert- 
son, Assistant Secretary of State for Far Eastern Affairs. 

Mr. Secretary, do you wish to present a statement ? 

Mr. Ropertson. Yes, sir; I do, Mr. Chairman. 

Mr. Passman. Kindly proceed, sir. 
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STATEMENT OF THE AssISTANT SECRETARY OF STATE FoR F'Ar Eastern 
AFFAIRS 


Mr. Ropzertson. Mr. Chairman, I am glad to have the opportunity 
of appearing before this committee in support of the mutual security 
program for the fiscal year 1958. The mutual security program is 
one of the most vital instruments of United States foreign policy be- 
cause the assistance it provides our allies in the Far East helps them 
build the strength they need to remain free, and because the freedom 
of others is essential to the preservation of our own. 

I should like first to discuss with you the considerations which, from 
a foreign policy point of view, make it so essential that our assistance 
to the free people of the Far East be continued at a level that is ade- 
quate to the needs of the situation. After that, the specific programs 
will be summarized for you by Dr. Raymond T. Moyer, ICA Re- 
gional Director for the Far East, and by Capt. Berton A. Robbins, Jr., 
Far East Regional Director in the Office of the Assistant Secretary 
of Defense for International Security Affairs. 

The members of this committee are well informed concerning Far- 
Eastern problems. I should like, however, to focus your attention on 
six factors fundamental to a consideration of United States aid to 
this area: 

1. There is no evidence whatsoever of a weakening of the Moscow- 
Peiping alliance. 

2. The military might of international communism, based on main- 
land China, continues to be a predatory force that seriously threatens 
the security of the region and the peace of the world. 

3. As a part of their campaign to communize all of Asia, the Soviet 
Union and Red China have offered their own brand of foreign aid 
program to four countries—Burma, Indonesia, Cambodia, and Laos. 

4. Less than a third of the inhabitants of the entire Far-Eastern 
area now enjoy freedom and independence. Two-thirds of the more 
than 900 million inhabitants are under Communist rule in mainland 
China, in North Korea, and in North Vietnam. 

5. In all of the free Far-Eastern nations the spirit of nationalism 
and independence runs high. With independence have come compel- 
ling demands from the people for greater security, for improved 
living conditions and for more rapid economic growth. 

6. Although financially unable to carry the burden alone, the free 
nations of the Far East have more than 114 million men under arms. 
These forces, together with our own forces based in the Pacific area, 
are the principal deterrent to aggression. They are essential to main- 
taining world peace. 

I should like to elaborate on some of these points. 

This committee does not need to be reminded that, for all of Mos- 
cow’s and Peiping’s professions of peaceful coexistence, communism 
continues to be a predatory and expansionist force. The Soviet Union 
and Communist China are solidly alined in this undertaking bound 
as they are by common ideology and common objectives. The events 
of a few months ago in Eastern Europe have clarified that relation- 
ship. The Chinese Communist party officially characterized the brutal 
Soviet military suppression of the Hungarian people as a “righteous” 
action, and Chou En-lai was sent to Eastern Europe to rally the wa- 
vering satellites to unity under the leadership of Moscow. 
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Blocked in overt aggression, the international Communists promptly 
launched a peace offensive, concentrating upon economic infiltration, 
hoping to gain through subversion what they were prevented from 
achieving through force. Their program of peaceful coexistence has 
involved enticing offers of trade and aid without strings, fulsome dip- 
lomatic blandishments, the sponsoring of international cultural and 
sporting events, participation in trade fairs, and rolling out the liter- 
ally red carpet for foreign dignitaries. This outward shift of tactics 
is only in degree less dangerous to the independence of the countries 
of the area than is the threat of overt aggression. It should also be 
noted that behind this facade of peaceful talk there has been a con- 
tinuing buildup of military power throughout Communist-held areas 
of the Far East. 

The work of Communist propaganda and subversion apparatuses is 
well known to this committee. Suffice it to add that the principal aim 
of the Communist propaganda of vilification of the United States is 
to create suspicions of United States motives and to alienate the 
United States from its friends. 

In the face of the varied threats to our security and to the independ- 
ence and welfare of free Far Eastern nations, the primary objective 
of our policy in the Far East remains clear. It can be stated quite 
simply: It is to strengthen the free world and to curb the influence 
and prevent the expansion of international communism. 

In furtherance of this objective, we have taken three principal 
courses of action: 

1. With other United Nations forces, we resisted and checked the 
open Communist aggression in Korea. 

2. We have made clear the determination of the United States to help 
resist any further overt aggression in the Far East. This we have done 
through a system of defensive alliances. We have bilateral security 
treaties with Japan and the Republics of the Philippines, Korea, and 
China. We have joined with seven other nations in the SEATO 
treaty of alliance against aggression in southeast Asia. Inthe ANZUS 
treaty we have a defensive alliance with Australia and New Zealand. 

3. We have extended assistance under the mutual security program 
to those nations desiring it and willing to use it to maintain their inde- 
pendence. 

No one would contend that as the result of these courses of action the 
threat of international communism has been wholly met in the Far 
East. On the contrary, the threat remains serious. Powerful Com- 
munist military forces—now better trained and equipped with modern 
weapons—still occupy battle positions opposite Taiwan and across 
armistice lines in Korea and Vietnam. The Communists still control 
two Provinces in Laos; from this base they have been seeking to sub- 
vert and take over the rest of the kingdom. 

It is a fact, however, that the forces of armed aggression in the Far 
Eastern area have been held in check now for nearly 3 years. This, I 
think, is evidence of the effectiveness of our system of defensive allian- 
ces and the aid we have extended to our friends and allies under our 
mutual security programs. 

The combat capability of the Communist forces in Korea is greater 
today than it was when the armistice of 4 years ago brought an end to 
the fighting. Approximately 700,000 Communist troops are still in 
North Korea, about one-half of which are Red Chinese. Communist 
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forces in North Korea have increased their striking force by bringin 
into North Korea hundreds of modern airplanes, over 70 percent o 
which are jets. The Chinese Communists maintain a large jet air 
force within immediate striking distance behind the Yalu River. In 
addition, large quantities and new types of other combat equipment 
have been introduced into North Korea, in flagrant violation of the 
armistice agreement. 

The same pattern has been followed in Vietnam. The terms of the 
cease-fire agreed upon at Geneva in 1954 have not deterred the Commu- 
nists from Duildine up the strength of their armed forces in the north. 
With equipment and training furnished by the Chinese Communists 
the troops of their puppet Viet Minh regime have been strengthened 
and reorganized into a highly mobile fighting force equivalent to at 
least 20 divisions. This is about twice the size of the Communist 
forces existing at the time of the cease-fire, less than 3 years ago. The 
firepower of their artillery has also been greatly increased. 

The most immediate Chinese Communist military threat is, of 
course, directed against the Taiwan area, which Peiping has declared 
it intends to take by whatever means may be required, including resort 
to armed attack. We can ill afford to regard this as an empty threat, 
coming as it does from a regime which commands an army of 2% 
million men and the fourth largest air force in the world. This 
formidable force has been continuously improved and modernized 
since the Korean war. Furthermore, during the past 2 years, in the 
coastal area between Shanghai and Canton, the Chinese Communists 
have largely completed 10 new airfields, which, when fully in opera- 
tion, could pose a most serious threat to control of the air over the 
Taiwan Strait. The Chinese Communists also concentrated the bulk 
of their military engineering personnel on the forced-draft construc- 
tion of a new strategic railway from the interior to the coastal port 
of Amoy which was completed just a few months ago. This callerem 
with a spur to Foochow which is still under construction, has greatly 
improved the logistic capabilities of the Communists for military 
action against Taiwan. These military preparations assume added 
significance against the background of the Chinese Communists’ ada- 
mant refusal to renounce the use of force in the Taiwan area, although 
we have pressed for such a declaration for over a year and a half 
in our talks with them at Geneva. 

In Korea, Vietnam, and Taiwan, 45 million people seek to defend 
themselves against renewed aggression that could come at any moment 
from the heavily armed Communist stronghold just beyond their 
borders. Their very survival depends on whether they can count on 
the United States for continued help in supporting their essential de- 
fense forces. In our view, these forces serve to defend not only these 
three areas but the whole of free Asia. Their presence is a powerful 
deterrent to overt Communist aggression anywhere else. 

As we well know, the cost of a modern defense force runs high, 
These 45 million people know it, too. Their defense expenditures 
exhaust or come close to exhausting their own national revenues. 
Without substantial help from the United States, they would quickly 
become an easy prey to aggression. Their loss would be a cata- 
strophic blow to the collective security and prestige of the free world. 

We have, therefore, concentrated in these three areas where the 
Communist threat is the greatest. Our program plans for fiscal year 





586 


1958 likewise provide that in the Far East area most of the aid must 
necessarily continue to go to these three countries. It must be re- 
membered that these three areas, being divided, one part free and 
the other Communist dominated, are necessarily areas in which ten- 
sions are most severe and the threat of war most grave. 

A substantial part of our aid to them consists of military hardware 
which is needed both to round out the basic equipment requirements of 
the forces and to maintain and service equipment that has deteriorated 
or been consumed in actual combat or in training operations. 

We also need to provide to these governments sizable amounts of 
defense-support assistance which takes varied forms, such as the im- 
port of essential raw materials and finished products which are sold 
to generate local currency for essential military purposes, as well as 
assistance to projects that directly support their defense efforts. In 
Vietnam these have included resettlement of the refugees from the 
north, agricultural development projects such as that at Cai San, and 
rehabilitation and improvement of the transportation system. 

In Laos we have still another nation that has been victimized by 
Communist aggression. This is a remote yet particularly strategic 
area containing some 2 million inhabitants; yet it has some 600 miles 
of common borders with Communist China and Vietminh-controlled 
north Vietnam. Here the Pathet Lao, supported by the Communist 
Viet Minh, continue to flout the Geneva agreement of 3 years ago by 
retaining control of 2 northern Provinces of this newly independent 
nation. The Communist Pathet Lao have been in open revolt against 
the Government. Now, however, they have broadened their tactics. 
Prompted by the Peiping and Hanoi regimes, they have made offers 
of coalition government which are in reality designed to facilitate 
Communist infiltration and subversion. To pressure the Lao Govern- 
ment to make a political settlement on the Communist terms, they 
have been making scattered attacks on Lao Army outposts. 

In this situation we are helping the Lao Government to support the 
army and improve the effectiveness of its internal defenses. We are 
also assisting with economic rehabilitation activities that are essential 
to the continued independence of the country. 

The threat of aggression in the Far East is not, of course, confined 
to Korea, Vietnam, Taiwan, and Laos, where it is most immediate. 
It exists throughout the region. As I mentioned earlier, one of our 
courses of action has involved the creation of a system of defensive 
alliances. If this system is to serve its purpose, our allies must in 
every way be strong enough to do their part. 

Under the mutual security program we have also been helping to 
strengthen two of our treaty partners, the Republic of the Philippines 
and Thailand. We are helping the Philippines to strengthen and im- 
prove their armed forces by building modern operational and training 
facilities which will increase their capacity to participate actively in 
free-world defense. We are also augmenting Philippine efforts to 
maintain the essential economic base upon which this military effort 
rests. 

Thailand has played an active role in collective defense measures; 
it has contributed troops to resist aggression in Korea and is taking 
a leading part in SEATO. Yet even in the case of this stanch ally, 
Communist-line propaganda appears in some newspapers, Chinese 
Communist films are shown in local theaters, and some Thai citizens 
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who have visited Communist China return as propaganda agents with 
alleged aid offers. The Thai Government has rejected such offers and 
reaflirmed its faith in collective security. In the face of this stepped- 
up Communist penetration effort, we are providing substantial defense 
support to preserve the essential economic climate in which the nation 
can resist subversion and aggression. We are also providing needed 
military equipment, training and facilities to promote Thailand’s 
security and to contribute to the strength of SEATO. 

Japan’s role is increasingly important in the free world, especially 
now that it has returned to full international status through admis- 
sion to the United Nations. Japan’s importance derives from a variety 
of basic considerations—her strategic location, her vast industrial- 
mercantile complex, her skilled manpower, her capacity to contribute 
to the growth of free Asia. Yet it is these various factors that make 
Japan a major long-term target of the Communist bloc. By bring- 
ing Japan within that bloc’s control by aggression or subversion, the 
balance of power in Asia would be tipped dangerously in favor of the 
Communists. 

Major responsibilities for the defense of Japan, assumed in 1945 
by the United States when it took charge of the occupation, are now 
being turned over as quickly as possible to the Japanese. The assist- 
ance planned for Japan in the 1958 program is primarily a continua- 
tion of the same type of help given heretofore in the organization, 
training and equipping of Japan’s self-defense forces. We are en- 
couraging Japan to assume a greater share of its defense respon- 
sibilities. We have now reached a point where Japan is assuming com- 
»lete responsibility for its ground defense, making it possible for the 

Jnited States to withdraw all United States ground combat forces 
from Japan during the coming calendar year. 

In all of these countries national armies are being supported on a 
scale which contributes importantly to our own defense. The cost to 
us, in dollars, is considerable. Yet significant savings are involved. 
For example, to maintain our vital Pe ae: in Korea with American 
troops would cost about $6,500 annually for each soldier. To maintain 
South Korean forces at this outpost, however, costs about $600 per 
soldier. 

These considerations, of course, are quite apart from the obvious 
fact that under this arrangement far fewer American boys have to be 
sent to foreign areas. Furthermore, through this technique we help 
our friends and allies to provide in the first instance the forces re- 
quired for their own defense. 

This year the funds required for mutual defense assistance are 
proposed to be appropriated to the President in the Department of 
Defense appropriation acts. I, for one, have always been of the opinion 
that the money for these programs is as much a part of our defense 
costs as the appropriations made to maintain our own forces. Today 
in Korea we maintain two American divisions financed from Depart- 
ment of Defense appropriations. Guarding the same armistice line 
are 21 South Korean divisions maintained through funds available 
under the mutual security program. Were it not for the 21 Korean 
divisions, we would today be maintaining a very large number of 
American troops financed from defense appropriations. — 

: Of all the 11 Asian countries in the area only 3, the Republic of 
China, Thailand, and Japan, existed as independent nations before 
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World War IT. With independence the peoples of these new coun- 
tries have for the first time in centuries begun to have great expecta- 
tions for the future. One of the insistent expectations of their new 
nationalism is improvement in their greatly depressed standard of 
living. Whether they are successful in realizing this expectation and 
whether in so doing they are assisted by ourselves or by the Commu- 
nists, may well determine the answer to whether these newly inde- 
pendent countries are to remain in the free world. Measures that will 
further the economic aspirations of the people are only in degree less 
important to the preservation of the freedom of these countries as 
are military measures undertaken to counter internal and external 
threats to their security. We therefore attach the greatest importance 
to helping the free countries of the Far East to develop their economies 
and to improve the lot of their people. We would expect to meet re- 
quirements of this type through the development loan fund. 

Indonesia, which has been described as the third richest country 
in the world in natural resources, consists of 3,000 islands spread out 
over an area as large as the United States. It is a prize the Communists 
particularly covet. The task of establishing a strong stable govern- 
ment and a viable economy for this farflung, strife-torn country is of 
staggering proportions. While the Indonesians are reluctant to make 
international military commitments lest the latter circumscribe their 
hard-won independence, they do need and seek our assistance in the 
form of developmental assistance and technical cooperation, 

In April of this year we concluded an agreement with the Indo- 
nesian Government for a loan of $15 million under the mutual security 
een: This line of credit is expected to be used by Indonesia for 

ighway construction in Sumatra and for power generating plants. 
We are also prepared to lend Indonesia for economic development the 
equivalent of about $77 million in Rupiahs derived from Indonesia’s 
purchase of United States agricultural products under Public Law 
480. Thus we are helping Indonesia in solving its major problem of 
promoting political stability through such development. 

Communist efforts at penetration are at present being intensified 
in the small kingdom of Cambodia which is an avowed neutral. It 
has received a var riety of trade and aid offers from three European-bloc 
countries during the last year. In addition, the Chinese Communists 
have agreed to provide Cambodia $22.4 million of aid over a 2-year 
period and trade up to $14 million each way annually. Chinese Com- 
munist aid goods and technicians have already arrived in Cambodia. 

Our own policy toward Cambodia is based on a simple precept—to 
assist Cambodia to remain independent. We do not intend to engage 
in competition for Cambodian favor by bidding for the highest aid 
program. Rather we will try to help Cambodia meet its priority needs 
i the most efficient manner. It is in our interest to continue to do so 
as long as Cambodia shows a determination to maintain its independ- 
ence; and our aid contributes to the strengthening of this determina- 
tion. As far as its neutrality is concerned we have informed the 
Cambodian Government that we respect the right of each government 
to choose its own foreign policy although the United States believes 
that free nations can most effectively meet the threat of Communist 
aggression through collective defense. 

Burma occupies a key geographic position. It is located between 
our SEATO allies, Thailand, and Pakistan. It borders on Laos. It 
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also separates India and Communist China and, in fact, has a 1,000- 
mile unprotected border with Communist China. In order to remain 
in power, despite Communist subversive political and economic activi- 
ties, the Government must achieve progress in economic and social de- 
velopment to retain mass support. 

The Communist bloc has been adroit in exploiting Burma’s needs by 
making offers of aid and trade. More than a year ago Burma ex- 
perienced great difficulty in disposing of a burdensome surplus of rice, 
the principal item in its economy. The United States could not help 
in this situation by taking some of the surplus; in fact, we were com- 
peting with Burma by selling our own surplus rice in the Asian 
market. The Communist bloc seized this opportunity to develop ex- 
tensive trade relations. Under barter arrangements they agreed to 
take about one-third of Burma’s annual rice exports (or one-fourth of 
its total exports). 

At the beginning of 1957, however, Burma revised substantially its 
trade relations with the Communist bloc by cutting back its rice- 
barter commitments to about a fourth of the original level (from 
750,000 tons in 1956 to less than 200,000 tons in 1957). This change 
was due not only to an improved rice market among free-world custom- 
ers but also to disillusionment with the results of the barter arrange- 
ments, involving such matters as unsatisfactory quality of goods de- 
livered, overpricing, and credit accumulation. 

In response to a Burmese request to the United States for loan assist- 
ance in connection with its development program, we agreed in March 
of this year to extend a $25 million loan to Burma under the mutual 
security program. Burma does not, in fact, want grant aid. Specific 
projects under this loan are now receiving consideration. 

While the building of an effective shield against Communist armed 
aggression and subversion must receive first priority, the political 
stability of all of these governments depends heavily upon some strides 
being taken in the direction of economic growth. 

One of the most valuable features of the mutual security program 
has been technical cooperation. The expert assistance thus made avail- 
able is basic to political stability and economic growth. 

I have tried to highlight the reasons which make mutual security 
activities such an important element in the defense of the free world 
against the designs of international communism. The 1958 mutual 
security program as presented to you represents the best judgement of 
the executive branch as to what assistance should be extended to our 
friends and allies in our mutual interest. 

When we recall the recent. wars and chaos of Korea and Indochina, 
I think we can survey with some satisfaction, but no complacency, the 
progress that is being made in strengthening the capacity of free Asia 
to surmount the threats of Communist aggression, infiltration, and 
subversion. Certainly the lines of the struggle against communism 
are more clearly defined. For 3 years now the Communists have been 
deterred from outright military aggression, having encountered deter- 
mined resistance on virtually all fronts. While the Communists now 
place emphasis on classical nonmilitary methods intended to deceive 
the gullible and ingenuous, the free peoples of the Far East are coming 
to have a greater understanding of the nature of communism’s indirect 
threat and a better capability to meet that threat. The longer this 
progress can be sustained, the more secure the independence of free 
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Asian countries. Premature withdrawal of adequate support would 
risk losing not only the progress so far made, but it would, I fear, have 
catastrophic results. We can be certain that the international Com- 
munists stand poised, eager and ready to step in if we should step out. 

Mr. Passman. Thank you, Mr. Secretary. 

We shall now hear from Dr. Raymond T. Moyer, regional director, 
Office of Far Eastern Operations, International Cooperation Adminis- 
tration. 

Doctor, do you have a general statement ? 

Dr. Moyer. Yes, sir. 

Mr. PassmMan. You may proceed, sir. 


STATEMENT OF ReGIonaAL Drrecror, Orrice or Far Eastern 
Operation, ICA 


Dr. Moyer. Thank you. 

Mr. Chairman and members of the committee, a total of $708 million 
is requested for defense support, technical cooperation, and special 

assistance to free countries of this region in fiscal year 1958. This 
$708 million is made up as follows: for defense support, $668 million ; 

for technical cooperation, $39 million; for special assistance, $1 mil- 

lion. The countries to be aided out of these funds are: Cambodia, 
China (Taiwan), Indonesia, Korea, Japan, Laos, Philippines, Thai- 
land, and Vietnam. 

Nearly 82 percent of the total $708 million proposed is for the 3 
countries maintaining the largest armies: Korea, China (Taiwan) 
and Vietnam. If Cambodia and Laos are added to this group, the 
amount proposed makes up about 92 percent of the total. The balance 
is for programs in the Philippines, Thailand, Japan, and Indonesia. 

The $668 million requested for defense support is about $115 million 
less than the amount being made available for this type of assistance 
in fiscal year 1957, mainly as the result of the present more limited 
definition of “defense support,’ ’ which restricts that category to the 
economic assistance essential to support of the military effort. 

The $39 million requested for technical cooper: ition is slightly higher 
than the level of assistance in fiscal year 1957, in order to increase by 
a modest amount the program in Japan and the technical cooperation 
extended to Korea, Vietnam, Cambodia, and Laos. 

The $1 million in special assistance is for grant aid to a program 
supported last year under development assistance, for which a total of 
$34 million was made available in the Far East in fiscal year 1957. 

These proposed amounts assume that, in addition, the development 
loan fund will be available for loan assistance to these countries and 
to Burma, for projects related to their longer-run economic develop- 
ment. 

DEFENSE SUPPORT 1958 PROPOSALS 


Defense support aid, as defined this year, is the amount of economic 
assistance required to enable the country to support the military 
forces necessary to make its contribution to the common defense. If 
economic support provided for that general purpose is to be effective 
in Far East countries, three forms of assistance must be given. 
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The first of these forms is the direct local currency contribution 
made to the military budget of the country or toward meeting the 
local currency construction costs of specific military facilities, supple- 
menting the resources of the country available for these purposes. 
The amount in local currency programed for this purpose in fiscal 
year 1958 is the equivalent of about 46 percent of the total $668 mil- 
lion proposed for defense support. Almost the whole of this amount 
is programed for the five countries around the periphery of Commu- 
nist China, facing more immediately the threat of Communist aggres- 
sion and supporting large armed forces far beyond their own ability 
to finance. Minor amounts are to help meet local currency costs of 
military construction projects in the Philippines and Thialand. 

The second broad form of assistance planned under defense sup- 
port is for the improvement and construction of roads, airfields, tele- 
communications and electric power, that are required in order to in- 
crease the mobility of the military forces and make them more ef- 
fective. This form of assistance is a substantial item in the defense 
support aid proposed for each country. Approximately 25 percent of 
the total funds proposed for defense support is programed for this 
purpose. 

For a military effort to be sustained, it is necessary also that a mini- 
mum of political and economic stability be maintained. With the 
present low living standards of the people and their intense desire for 
visible progress, internal stability and sustained support for the mili- 
tary effort will not be achieved unless the governments also pay at- 
tention to conditions affecting the people’s welfare, and take action 
to create a situation under which a satisfactory morale is possible. 
The remaining 29 percent of the defense support funds is planned for 
projects related to this purpose. 

Initially, approximately $530 million of the $668 million total pro- 
posed for defense support in fiscal year 1958 will be used largely to 
import salable commodities, which will generate the local currency 
to be made available for military budget support and for projects 
related to the defense effort that. fall within the other two forms of 
assistance noted above. This means of providing local currency sup- 
port, therefore, provides also a supply of essential commodities for 
sale on the local market, thus helping to reduce the danger of serious 
inflation. 

The principal commodities to be imported under this program are: 
bread grains, dairy products, cotton, soybeans, fertilizer, petroleum 
products, textiles, machinery and spare parts, electrical equipment, 
motor vehicles, coal, chemicals, pulp and paper, and iron and steel 
materials. Of the amount planned for such commodities, $98.2 mil- 
lion are to be used for the purchase of surplus agricultural commod- 
ities from Government stocks, for which the Commodity Credit 
Corporation will be reimbursed. 

Mr. Denton. Are you talking about that in regard to our currency, 
or theirs? 

Dr. Moyer. In our currency, sir. This is the equivalent of United 
States currency. 

Mr. Denton. There will be no Public Law 480 funds because of 
that in the Far East? 


93522—57——-38 
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Dr. Moysr. The needs for 480 funds are determined on a some- 
what separate basis. These funds are to meet normal import needs. 
Public Law 480 funds are made available to a country in cases which 
are over and above the normal marketings. These are within the nor- 
mal marketings. 

TECHNICAL COOPERATION 


The $39 million for technical cooperation includes $3.1 million for 
a slightly expanded productivity program in Japan, continued along 
present lines. An increase also is provided for technical assistance to 
Korea, and small increases are proposed for Vietnam, Cambodia, and 
Laos. These four countries share in common an experience under 
colonial rule, during which their citizens had little opportunity to 
gain the technical and management competence needed to staff gov- 
ernment services and educational institutions and implement a broad 
range of activities for which they have responsibility now. With the 
experience gradually built up over the past 2 years, it is believed 
these countries now can effectively utilize the proposed additional 
amounts of aid. 

In contrast, a somewhat smaller amount is proposed for the Philip- 
pines because the technical assistance provided during past years ap- 
pears to have built up a sufficient number of competent, trained Filipino 
personnel that United States assistance for these purposes can 
now be continued at a lower level. 

Activities receiving technical assistance are along lines common in 
past programs. Industry, public administration, and police adminis- 
tration are important in some programs. As in the past, considera- 
ble attention will be paid to agriculture, education, and health. 


SPECIAL ASSISTANCE 


The $1 million of special assistance funds is requested for equip- 
ment and supplies to support police training in one of the Far East 
countries not receiving defense support. 


DEVELOPMENT LOAN FUND 


The above proposals for aid make no provision for assistance beyond 
the minimum believed necessary to sustain the defense effort. It is 
assumed, therefore, that funds appropriated under the development 
loan fund will be available to the nine countries mentioned above, and 
in addition to Burma, for projects in longer range economic develop- 
ment meeting the criteria established for aid provided under that fund. 
Many of these countries have recently achieved their independence and 
now are struggling with the problems involved in maintaining it. 
Success requires that they develop a stronger economic base, and help 
the people to achieve higher living standards. This, in turn, depends 
on development of their economies beyond the level possible in any of 
these countries with assistance provided under defense support. So 
strong are the aspirations for economic advancement among the gov- 
ernments and the people of these less-developed countries, that the 
desire for such advancement ranks in importance with their desire to 
maintain independence. 
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As noted, the funds requested under defense support in fiscal year 
1958 are substantially lower than the amounts made available under 
this category in previous years, in line with the more limited definition 
of defense support now adopted. The development loan fund, there- 
fore, is an essential part of the aid required for the full achievement 
of the objectives of the United States sought in giving aid to these 
countries. 

Mr. PassMAN. Will the gentleman yield briefly ? 

It is not my purpose to question during the reading of statements, 
but you gentlemen must have received some positive assurance that 
the development loan fund will be approved. The fund has been 
assumed as a reality as a part of every statement of every witness 
appearing before this committee. 

Dr. Moyer. May I speak to that ? 

Mr. PassmMan. Please do comment. 

Dr. Moyer. I think that we would be remiss if we did not point out 
that our proposals take into account the plan for this development 
loan fund. If there were no such plan, undoubtedly our proposals 
would have to be increased. 

Mr. PassmMan. But no alternative is mentioned. In each instance 
the development loan fund is emphasized and in effect it is stated 
that if the plan is not approved, the entire program would be destroyed. 

Mr. Rosertson. I would like to comment on that at the proper 
time, because I mentioned it in my statement for a very particular 
reason. 

You will see nothing in my statement assuming we will get it, but 
I have a very good reason for mentioning it in my stateemnt. 


PAST PROGRAMS 


Dr. Moyer. In presenting these proposals for assistance in fiscas 
year 1958, I want also to refer briefly to the use of funds that have 
been made available for these programs in the past. They began witha 
program on the mainland of China from which developed the current 
program on Taiwan (Formosa), that started to take its present form 
toward the end of fiscal year 1950. Modest programs, largely of 
technical assistance, were begun in countries of southeast Asia in fiscal 
year 1951. The present program in Korea began in fiscal year 1954, to 
help maintain Korea’s large armed forces and undertake rehabilitation 
after the cessation of fighting in the Korean war. With defeat of 
the French forces in Indochina, similar forms of assistance were given 
to the newly independent countries of Cambodia, Laos, and Vietnam; 
and aid to the Philippines and Thailand was increased at about the 
same time in order to strengthen their ability to meet the greater 
threat which then was created by the Communist successes in Indo- 
china. A small program of technical assistance, largely a productivity 
program, was initiated in Japan in fiscal year 1955 to help, in a time 
of relative prosperity, to build up more rapidly Japan’s ability to 
deal with economic difficulties expected later on. 

For these programs, through fiscal year 1957, a total of approxi- 
mately $4.1 billion has been made available. This includes roughly 
$700 million of aid given through France for the French Expedi- 
tionary Corps and the armed forces of the Associated States of Indo- 
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china, prior to independence. Aid given directly to Cambodia, Laos, 
and Vietnam totals about an additional $1.1 billion. Slightly more 
than $1.0 billion has been provided for programs in Korea; and some- 
what less than $700 million has been given to China (Taiwan). The 
balance went to the remaining countries—Burma, Japan, Philippines, 
Indonesia, and Thailand. 

Thus, in the past, as now, a high proportion of the aid provided in 
these programs has been to countries that have engaged in military 
struggles with communism and still are maintaining large ‘armed 
forces. There has been no uniformity in the pattern of aid given, such 
as in general characterized aid to Europe under the Marshall plan. 
Programs developed as the Communist menace spread progressively 
through the Far East, and interests of the United States became in- 
creasingly affected. The particular form of assistance, in each coun- 
try, was based on the specific type of support which the country and 
we agreed was needed in order to cope with Communist aggression 
and attempts at subversion. 


ACCOMPLISHMENTS 


Many people have asked what there is to show for the money that 
has been spent in these programs; what have they accomplished / 
I want to outline for this committee what I think are some of the 
major accomplishments, looked at in relation to what it has been 
intended they accomplish. 

Stated very simply their aim has been: 

(a) To provide the budgetary support to the military effort with- 
out which the country could not maintain the armed forces mutually 
believed desirable. 

(6) To help meet emergency situations and carry out other pro- 
grams affecting the welfare of the people, essential to the control of 
Communist subversion and continued popular support of the military 
effort ; 

(c) To help build up the technical, management, and administra- 
tive competence of the Government and people, required to handle the 
wide variety of their present complex problems; and 

(d) To encourage progress with economic development, in order 
to build up the broader economic base they must have in order to 
maintain their independence and meet a larger proportion of their 
financial requirements out of their own resources, thereby decreasing 
the need for external aid. 

Summarized, accomplishments, which it is believed can be ascribed 
in substantial part to aid in these programs, are as follows: 

(1) A reasonable degree of economic stability has been maintained 
in the face of heavy spending for military purposes. In Taiwan, a 
previously serious inflation has been brought reasonably under con- 
trol, agricultural and industrial production has increased substan- 
tially, and living standards have improved. In the Philippines, im- 
proved conditions throughout the countryside have been a significant 
factor in the success achieved in dealing with the Huk menace, now 
nearly eliminated. In Korea, substantial progress has been made to- 
ward controlling inflation, and the major work of rehabilitation has 
been largely completed. In Vietnam, there have been political, mili- 
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tary, and internal security improvements, which are too well known 
to need repeating here. 

(2) The capacity for defense has been strengthened by improve- 
ment and expansion of transportation, telecommunications, and power 
facilities. In Korea the railway network, severely damaged during 
the Korean war, again is approaching good operating condition. Oth- 
er important transportation projects now under way with assistance 
under these programs are the Northeast Highway in Thailand, the 
Port Highway in Cambodia, linking Phnom Penh and new seaport, 
the No. 1 coastline highway in Vietnam, and the railway, ferry, and 
highway elements improving the important transportation route 
between Bangkok and Vientiane. Defense capabilities also have been 
increased by electric power and telecommunications facilities con- 
structed with defense support aid. In Taiwan, for example, electric 
power generating capacity has been doubled since 1950, although still 
a major bottleneck to further industrial expansion. 

(3) Foundations have been laid for a sound economic development, 
on which the countries will capitalize increasingly as time goes on. 
In the case of Taiwan, illustrating progress that has been made, the 
combined revenues of the central and provincial governments have in- 
creased by approximately 139 percent between 1952 and 1957, a8 a 
result of the broader tax base made possible through expanded agri- 
cultural and industrial activity. These larger total revenues made it 
possible for the Central Government to increase its contribution to the 
military budget by 159 percent during this period. In contrast, the 
proportion of United States financing for this purpose, during the 
same period, declined from approximately 21 percent to 16 percent. 
In the case of the Philippines, imprevements in Government opera- 
tions and the large number of Filipinos that have been trained, with 
United States aid, now make it possible to plan a gradual reduction 
in the number of technical cooperation projects over the next 2 years, 
and to reduce the number of United States personnel. 

In other countries, where problems are more serious, and aid has 
been given over a shorter period of time, few basic improvements in 
their fmancial and economic situation can yet be pointed to. This 
however, is to be expected. Unlike the situation in Europe which led 
to the Marshall plan, their fundamental problem is one of develop- 
ment rather than of recovery, A wide variety of factors, which the 
emerging countries have to overcome, hinders progress and requires 
time for solution. Therefore, in nearly all the less developed coun- 
tries the fruits of development, in terms of fundamental economic 
advances, should not be looked for quickly. 

(4) Communist efforts at subversion have been brought under more 
effective control as a result of the improved security conditions, sub- 
stantial economic stability, and improvement in living conditions 
which these programs have helped to bring about. One of the well- 
known projects contributing to this purpose is the assistance given 
for the reception, care, and final settlement of the some 660,000 civilian 
refugees from Communist north Vietnam, enabling them to engage in 
self-supporting occupations. This has been successfully accom- 
plished. 

A dramatic development, made possible by a combination of host 
country effort and assistance from the U. N. and the United States, is 
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the almost revolutionary progress already made toward controlling 
malaria in the Far East. In Taiwan, where 1 out of every 4 persons 
had malaria in 1950, only 1 out of 200 hasitnow. In Thailand, where 
malaria once was widespread and caused 40,000 deaths each year, this 
disease now is well on its way toward complete eradication. 

Another development aided by these programs, which is not well 
known, is the growth of the 4-H Clubs that has taken root in 7.0f the 
10 countries in the Far East receiving aid under the mutual security 
a In five of these, where the clubs were initiated with ICA 

elp, there are nearly 7,000 different clubs, with a membership of about 
200,000 boys and girls, carrying out projects in agriculture, livestock 
raising, gardening and homemaking. 

Effective programs bringing benefits directly to the masses of rural 
people have been carried out in Taiwan under the Joint Commission 
for Rural Reconstruction. Widespread benefits for rural people also 
are being felt through United States assistance to the program of rural 
improvement encouraged by the late President Magsaysay, which has 
helped to establish agricultural credit and marketing cooperatives, 
develop roads, dig village wells, improve irrigation, and encourage 
a self-help community development program. The contribution which 
this program has made toward eliminating the Huk menace has 
helped, among other things, to provide for the continued security of 
United States military bases in the Philippines. 

(5) The Government and people, through technical cooperation, 
have been helped to help themselves in ways not now precisely measur- 
able but which certainly will be important in the longer run. A number 
of the accomplishments already referred to trace in part to technical 
assistance in these programs. Another important accomplishment is 
the increased technical and administrative competence among the 
citizens of these countries that is being built up through grants for 
training abroad, given to promising individuals who return to help 
adminster the affairs of Government, staff educational institutions, 
hospitals and Government services, and take part in economic develop- 
ment projects. A total of approximately 5,000 participants have come 
from Far East countries to the United States for training since fiscal 
year 1951. Of these, nearly 3,800 have completed their training and 
returned to their countries, carrying with them not only new know]- 
edge, skills and experience but a better understanding of the United 
States. Training in their own educational institutions is being steadily 
improved, through 20 contracts with 15 separate American uni- 
versities. 

WHY MORE FUNDS ARE NEEDED 


Despite progress, old problems, which caused the need for aid in 
past programs, still persist. Five countries of the region maintain 
armed forces which still are far beyond their ability to support. If 
supporting military forces in the same proportion to its area as Korea, 
California would have about 3 million men under arms; if in the same 
proportion to area as Taiwan, the number would be nearly 7 million 
men. Should inflation get out of control as a result of spending for 
this purpose, the certain results are a deteriorating economic situation 
and a loss of both civilian and military morale which could seriously 
impair the will of civilians to support the defense effort and decrease 
the effectiveness of the forces themselves. 
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Other Far East countries not so heavily burdened with military costs 
also face economic difficulties. Despite the continuing high level of 
Japan’s special dollar earnings derived from military and other 
United States spending, both its balance of payments and foreign 
exchange reserves have shown an unfavorable trend in recent months. 
While the Philippines have made considerable progress in strengthen- 
ing the conditions essential for internal security and economic growth, 
stability cannot yet be said to have been fully assured. Although 
Thailand already faces rising budget deficits, continued high expendi- 
tures are required in order to maintain a satisfactory defense posture, 
which in turn is dependent upon reasonable economic health; and pro- 

ams essential to the maintenance of this defense posture cannot 

undertaken without assistance. In Indonesia, where recent political 
developments have greatly weakened the Government’s economic posi- 
tion, budget deficits have been rising rapidly, foreign exchange.reserves 
have been falling, and serious economic difficulties may be imminent. 

Governments also still lack the funds to expand essential services 
and encourage other economic activities that are needed to assure in- 
ternal stability and a sustained popular support for the military effort. 
And serious deficiencies in managerial competence and skilled labor 
persist, a situation that has resulted in a number of countries from 
generations of existence in colonial status from which they have only 
recently been freed. 

The problem, fundamentally, is that the countries of this region, with 
the exception of Japan, are economically underdeveloped, character- 
ized by an excessive dependence on agriculture and low income per 
person. Industry and natural resources are generally undeveloped, 
and the gross national product ranges from $50 to $200 per capita, as 
compared with over $2,300 in the United States. The rate of invest- 
ment is low and, aggravated by the political and economic uncertain- 
ties, there is a tendency for the limited funds available for investment 
to be used in speculation, the purchase of real estate, or for high 
interest-bearing small loans, rather than for productive enterprises in 
which they lack experience. The major exports of the area are agri- 
cultural commodities which are vulnerable to worldwide fluctuations 
in demand and price, and which yield insufficient and erratic export 
earnings. They all have to import a wide variety of commodities, 
from foodstuffs and other consumer goods to machinery, equipment, 
and industrial raw materials. Their ability to pay for these imports 
is restricted not only by their limited foreign exchange earnngs but 
also by the fact that the demand for such commodties is increased as 
the result of heavy internal expenditures for military and development 
purposes, 

In arriving at the levels of assistance requested for fiscal year 1958, 
the ability of each country to finance the proposed program from 
its own resources has been carefully examined against the background 
of its current and prospective economic position. The ability of the 
country to make effective use of the aid also has been taken into 
account, and local currency assistance available from past or poten- 
tial Public Law 480 programs has been fully considered. After a 
study of requirements with these factors in mind, we believe that 
assistance in the amounts recommended is necessary if the purposes 
for which these funds are proposed are to be effectively realized. 
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Mr. Passman. Thank you, Dr. Moyer. 

We will now hear from Capt. Berton A. Robbins, Jr., Director of 
the Far East Regional Office, Office of the Assistant Secretary of 
Defense for international Security A ffairs. 

Mr. Gary. Mr. Chairman, off the record. 

( Discussion off the record.) 

Captain Rosemns. Mr. Chairman, following the reading of my 
prepared statement I should like to add additional details with the 
aid of charts. 

Mr. PassmMan. Do you wish to read your prepared statement before 
you make your chart presentation ? 

Captain Rosprns. Yes, sir. 

Mr. Passman. You will kindly proceed. 


STATEMENT OF Drrecror, Far East Reoronarn Orricr, Orrice or As- 
SISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL Securtry AFFAIRS 


Captain Rosrrns. In our consideration of the military assistance 
program in the Far East, we must bear in mind the recent background 
of the countries of that area. We must remember the wide devasta- 
tion there in the wake of World War II, with recovery severely 
impeded by social revolutions, armed aggression, and violent internal 
conflict which followed. 

The specter of imperialistic communism remains the overshadow- 
ing threat menacing the free nations of the world with its avowed 
and public announced objective of world conquest. The Communist 
dictators have engulfed mainland China with its more than 500 
million people, North Korea with its 11 million, and North Vietnam’s 
12 million inhabitants. The subversive efforts of these Communists 
threaten the security of all free nations of the Far East. Japan has 
a million Communist Party voters with a disciplined, organized 
underground. Korea, in a delicate balance of an armistic with mili- 
tant communism, carries on an unrelenting fight to stamp out the 
subversive elements that continue to be a menace to internal security. 
Taiwan carries on its battle against the open threat from Communist 
China and the hidden Communist cells seeking to penetrate the bastion 
of Taiwan. 

Significant Philippine armed forces are still necessary to assist their 
police agencies in the fight to eradicate the militant remnants of the 
Huks. In Vietnam a truce line separates the Communist North from 
the free South, where organized Communist cadres wait the opportune 
moment to resume their encroachment. Cambodia, underdeveloped 
and poor but proud in its independence and with the hopefulness of 
youth, seeks an accommodation between the cold-war opponents by 
asserting its neutrality. Little Laos, with a common border of 600 
miles with Communist China and Communist Vietnam, and with 2 of 
its northern provinces infested with the Communist Pathet Lao, is 
searching for a means of peacefully assimilating these Communist ele- 
ments while maintaining the integrity of its democratic government. 

Thailand, another barrier to creeping communism in Asia, yet has 
reason to fear the Communists within its borders and the threat of 
Communist aggression from without. Burma is beset by internal 
unrest and disturbances from guerrillas and sabotage, while it wit- 
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nesses a callous and deliberate violation of its borders by Chinese Com- 
munist forces. 

The 1956 elections in Indonesia resulted in a vote of 6 million for 
Communist delegates out of a total vote of 37 million. The recent 
disturbances and unrest that have accompanied President Sukarno’s 
efforts to enlarge his government by adding Communists are a fair 
measure of the stresses and strains that hazard the welfare of that 
country. In both Malaya and Singapore, militant and subversive 
communism has been and remains a continuous threat to political sta- 
bility and internal security. 

The entire Far East presents a disturbing scene. There is no room 
nor time for complacency. The picture is, however, mitigated by two 
factors: The independent spirit of each of these nations, and the 
assistance which the United States has been providing them. 

It is of basic importance to us that these countries want, above all, 
to be free and independent. In the world of today, unfortunately, 
this alone is not enough. World communism does not take into ac- 
count any consideration for any country’s desires where they conflict 
with the Soviet objective of world domination and conquest. 

The bright rays of hope which have made the difference are aid and 
support from the United States. The forces of Nationalist China 
were weak and disorganized after they had been pushed from the 
Chinese mainland, but with United States assistance they have become 
a courageous and effective fighting organization. If it were not for 
American aid to Korea, that devastated country would not have had 
any army and would depend, for its defense, entirely upon American 
and other Allied soldiers. The free and independent status of the 
Indochinese states of Cambodia, Laos, and Vietnam is directly at- 
tributable to the assistance we have rendered them. The ability of 
war-torn Japan and the Philippines to defend themselves against Com- 
murtist‘aggression and subversion is constantly improving as a result 
of their efforts combined with United States aid. And, strategically 
situated Thailand is developing strong, dependable forces with our 
help. 

The situation is clearly defined: Free Asia lives today in spite of 
the Communist offensive, both overt and covert, because their wish to 
be free has been aided and supported by the United States. In car- 
rying out our aid and support we have military assistance agreements 
with all the non-Communist states of the Far East, except Burma and 
Indonesia. Laos is not permitted by the restrictions of the Geneva 
Accords to entertain a United States military mission. However, it 
is a recipient of aid material as a signatory of the pentalateral Mu- 
tual Assistance Agreement of 1950 between France, the United States, 
Vietnam, Cambodia, and Laos. Burma and Indonesia maintain a pos- 
ture of neutrality oriented to the west. 

Furthermore, we have mutual defense treaties with Korea, Taiwan, 
and the Philippines, and a security treaty with Japan. We are also 
members of the ANZUS Pact with Australia and New Zealand, and 
are partners in SEATO with the Philippines, Thailand, Pakistan, 
Australia, France, New Zealand, and the United Kingdom. By pro- 
tocol to the SEATO Agreements, the member nations have placed 
Vietnam, Cambodia, and Laos under its protection for support against 
aggression in accordance with the terms of the treaty. 
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The nations assisted by our fiscal year 1958 program are the same 
as those in fiscal year 1957: Korea, Japan, Taiwan, Philippines, Viet- 
nam, Cambodia, Laos, and Thailand. Our request for military assist- 
ance funds for this area for fiscal year 1958 is about $690 million. 
This amount, which is practically the same as for our fiscal year 1957 
program, is necessary if we are to continue the required support of the 
approved forces of these nations and the provision for a very modest 
strengthening of these forces. As in recent years, the bulk of our aid 
will be provided to Korea, Taiwan, and Japan. These are the coun- 
tries with the largest forces and the greatest capabilities at present to 
absorb and use our equipment and training. Although the proposed 
programs for other countries receiving militar y aid are small by com- 
parison with Japan, Taiwan, and Korea, it should not be assumed that 
the lesser programs are any less important for effective support to 
continue to the Philippines, Vietnam, Cambodia, Laos, and Thailand. 

The amounts requested for ground forces are necessary to maintain 
the quality and usefulness of ‘equipment previously furnished. This 
requires the allocation of many spare parts and components and small 
amounts of equipment for attrition replacement. A small portion of 
equipment is programed to fill out equipment deficiencies of existing 
forces which have not previously been programed. 

The air defense situation is much the same. It has been necessary, 
however, to program certain jet aircraft to modernize existing air 
defense forces to provide them with some capability against the rap- 
idly growing modern jet forces of Far East Communist forces. 

The naval forces program is largely contributing to maintenance 
and repair. Here again some limited strengthening i is necessary if 
these forces are to continue to play their part in meeting combined 
defense requirements for that area. This is particularly true for 
Japan, which has a high potential naval capability. The importance 
of maritime affairs and ocean shipping to the Japanese makes the 

rowth of a stronger Japanese Navy additionally important and an 
integral part of that Nation’s security in the years to come. The ex- 
istence of Japanese naval forces, together with naval forces of other 
free nations in the Pacific, will provide a significant deterrent to 
Communist aggression. 

The Free World in Asia is faced with over 3 million Communist 
forces: Some 214 million Chinese; 350,000 North Koreans, and 350,- 
000 North Vietnamese, plus numerous and insidious Communist cadres 
and cells engaged in subversion, sabotage, and guerrilla activities. 

We are aiding, through our program, forces which amount to over 
1,800,000 men. “This assistance to our allies in the Far East has de- 
veloped increasingly capable forces equipped with modern arms suit- 
able for their expected area and type of operations. Such forces 
represent a return on our investment in security which, while difficult 
to assess on a monetary basis, far exceeds the cost of the military as- 
sistance program to the United States. 

Lacking aid, these forces could not exist for any practical purpose. 
They could not be equipped; they would not be trained; they would 
not be militarily effective. it is doubtful if some of these free states 
would even be in existence today without this program. 

With this program we have made it possible for the states to achieve 


some degree of internal security and national stability, which are 
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essential to any increase in political and economic development. With 
this minimum security, these states can progress and develop their 
own strength. This climate must be maintained to permit that 
growth, for as these states become stronger, so does the free world. 
As the free world rallies, its ability to contain the Communist attack, 
whether by overt aggression or the many insidious forms of subver- 
sion, becomes increasingly assured. 
Mr. Passman. Thank you, Captain Robbins. 


POPULATION OF FAR EAST AREA 


Captain Rossrns. To continue with my additional details, sir, we 
will first show a chart of Asia. 
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First, and most striking, is this large mass of red. This is the 
heartland of Asia, and this is Communist. The blue shows those 
countries in the Far East which have qualified for grant military as- 
sistance and are receiving grant military assistance—Japan, South 
Korea, Taiwan, the Philippines, the Indochinese states of Cambodia, 
Vietnam, and Laos, and Thailand. 

In addition we have Burma and Indonesia who are eligible for 
military sales. 

The Communist population in this area is over 500 million Red 
Chinese; 11 million North Koreans; 12 million North Vietnamese. 
The total figure will approach 600 million. 

On the free side of Asia there is a much smaller figure: 90 million 
in Japan; 22 million in South Korea; 11 million in Taiwan; 23 mil- 
lion in Thailand; 18 million in the United States of Indochina; and 
22 million in the Philippines, for a total of 186 million. 
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This large red mass should be borne in mind. It is the heartland of 
Asia and it is Communist. According to Professor MacKinder, he 
who controls the heartland can control the world. That is the Com- 
munist philosophy. The Communists feel they have to maintain or 
develop their control of the heartland of Eurasia before they can ex- 
tend themselves. They now control the heartland of Asia and are 
pressing on the rimlands. 


STRATEGIC IMPORTANCE OF FAR EAST AREA 


In Korea we have an all too uneasy armistice. That armistice fol- 
lowed, as you recall, the expenditure of over $18 billion in direct mili- 
tary costs and 140,000 United States casualties. You are acquainted 
with the statement which was made last week that it has been found 
necessary by the U. N. Command, in view of the flagrant violations of 
the armistice by the Communists, to suspend article 13 and: provide 
means for modernizing our forces in Korea. 


BUILDUP OF COMMUNIST FORCES IN KOREA 


Mr. Lannam. Why did you wait so long, knowing these flagrant 
violations were going on? I cannot understand why you permitted 
the Communists to build up their forces and did nothing about it. 

Captain Rossrns. I think it is in line with the United States policy 
and the U. N. policy, in particular, to exhaust every possible means of 
resolving the problem within the armistice terms. tt was the intent 
of the United States and her U. N. compatriots to like up to the 
armistice as long as humanly possible. 

Mr. Denton. The neutral observers withdrew about a year and a 
half ago; did they not? 

Captain Rosstns. About a year ago. 

Mr. Gary. Mr. Robertson told us last year that the North Koreans 
had broken every single term of the armistice. 

Mr. Rosertson. Except cease-fire. 

Mr. Passman. And had not we been given an intimation of that 
fact since 1954? 

Mr. Ropertson. Yes. 

Mr. Wiceaiesworrn. It is a problem for determination in the first 
instance by the U. N., is it not ? 

Mr. Rosertson. One of the great difficulties lay in the fact that 
this was a U. N. command, and we had to obtain the consent of the 
U. N. countries who participated in the war for any action taken. 
We have been talking to our allies about this problem for over 2 years, 
and it was only recently that we decided that we could wait 
no longer—that we just had to take this step for the protection of 
our forces. We first consulted with our allies who have troops in 
Korea. We got a good response from them. Of course they‘do not 
have many troops there, mostly token forces. It was dectded the 
situation had gotten to be such we just could no longer jeopardize the 
security of our forces by further delay. 

Mr. Lannam. You did that without approval of the U. N.? 

Mr. Roserrson. The U. N. Commander is reporting what he is 
doing to the U. N. what was done in the Military Armistice Commis- 
sion, It hasbeen a difficult problem for us. 





Off the record. 

( Discussion off the record. ) 

Mr. Lanuam. It seems some steps should have been taken then. 

Mr. Roserrson. I can assure you there has not been a single week 
or month in this time when we have not been endeavoring to solve this 
problem and solve it in a way that, in the eyes of world opinion not 
familiar with the circumstances, it would be clear they they, not the 
U.N., should be stigmatized as the violators, so that the Communists 
would not be able to capitalize the action to their propaganda ad- 
vantage. 

Mr. Lanuam. They are doing that now. 

Mr. Passman. Were not they violating the terms of the armistice 
as early as 90 days after it was signed ? 

Mr. Ropertson. Yes; from the beginning. One provision of the 
armistice provided for the exchange of prisoners. It was about a year 
after Operation Big Switch that we found they were holding back 15 
flyers. But there is nothing unusual about their violating agreements. 

Mr. Passman. We knew at the time of the armistice that they did 
not fulfill their agreements ? 

Mr. Rozpertson. Yes. 

Mr. Gary. Has any Communist country ever kept any of its agree- 
ments in any manner, shape or form? 

Mr. Rosertson. As I recall, we have made 25 major agreements 
with Russia and they have kept only one that—in return for Man- 
churia they would come into the war against Japan. They waited 
until August 9. Japan surrendered on the 14th, so they were nomi- 
nally in the war 5 days, out of which participation they reaped the 
principal fruits of victory in the Far East. 

Mr. Gary. They took complete credit for having subdued Japan, 
and had false pictures taken and distributed in Russia showing the 
Japanese surrendering to the Russians. 

Mr., Ropertson. Not only that, the Red Chinese posted big posters 
of Stalin throughout Communist held territory—not with Mao, but 
of Stalin alone with the caption “Stalin the liberator of China from 
the Japanese.” 

Mr. Forp. Is it not true we can very rapidly make any substitutions 
of modern military equipment for the kind of equipment we have been 
using in South Korea, and I would assume, based on this decision of 
a week or so ago, such substitution will be made to conform to our 
decision. 

Captim Rossins. To continue with the trend in the Far East. 

Mr. Miiier. By the way, who is the U. N: Commander in Korea? 

Mr. Rozertson. General Lemnitzer. 

Mr. Mrever. He is an American? 

Mr. Roserrson. Yes. 

Mr. Mriter. Off the record. 

(Discussion off the record.) 


GROWTH OF COMMUNIST FORCE IN FAR EAST 


Captain Rosprns. There are 1 million Communist voters in Japan. 
In Taiwan, I am sure you are all familiar with the situation. An 
aggressive Chinese Communist force is constantly being built up on the 
mainland, aided and abetted by underground forces, to attack Taiwan. 
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In the Philippines, the HUK menace has been reduced, but it still 
exists and is aided and abetted by an underground. 

Mr. Gary. And aided and abetted by the unfortunate death of 
Magsaysay, one of the best friends this country has ever had. 

Captain Rossrns. That is right. 

Mr Miutrr. Have you any estimates on the number of Communists 
in the underground in the Philippines ? 

Captain Rosrins. I cannot give a figure on the underground. 

Mr. Mirier. What about Huk? 

Captain Rossrns. The organized Huk forces are estimated at 
about 1,500. They are scattered, however, and are still able to do a 
lot of damage. 

Mr. Wicetesworrn. Is there any Communist representation in the 
Philippine House or Senate ? 

Captain Rossrns. Not to my knowledge, sir. 

Mr. Wiaeteswortu. I donot think so. 

Mr. Rosertson. Mr. Chairman, may I ask a question off the record ? 

Mr. Passman. Yes. 

( Discussion off the record. ) 

Captain Ropstns. In Indochina we have another armistice between 
North Vietnam and South Vietnam, and here the Communists are 
completely ignoring the terms of the armistice, as they are doing in 
Korea, and building up their capabilities. 

Mr. Miter. What is being done about that ? 

Captain Rossrns. Weare not a party to that armistice, sir. 

Mr. Mriurr. The French are the outside free world leaders in that ? 

Captain Ropers. Yes. 

Mr. Mrtter. What are they doing about that ? 

Captain Rosstns. They are not doing anything about it, sir. 

Mr. Mitrer. Off the record. 

(Discussion off the record.) 

Captain Rossrns. In Laos, as I mentioned earlier, we have a border 
of over 600 miles with either China or north Vietnam. Laos is the 
most distant country, the most difficult to reach, the poorest, the most 
primitive in the area. They have a constant threat. Their two north- 
ern provinces are occupied by the Communists. There is a continuing 
Communist threat to Thailand. Thailand is a great asset to us as an 
anchor of SEATO. It occupies a strategic position in southeast Asia 
and would be valuable to the Communists. 

In Indonesia there were over 6 million Communist votes out of 37 
million in the last election. There has been continuing dissension in 
the whole island area, particularly starting last fall with Sukarno’s 
proposal that he add a Government council with Communist members. 
This situation is very disturbed, very unsettled. 

In Malaya and Singapore we have had a Communist problem for 
years, both overt and covert. That problem still exists and we now 
see that we have two evolving new governments, one in Singapore 
and one in Malaya, which are gaining greater independence within 
the British Commonwealth. Their problems will not decrease by that 
situation. 

In Burma we have internal disorders. It is still a very risky busi- 
ness to take a train out of Rangoon north, a very risky business to 
ride the roads outside of Rangoon. There are guerrillas, Communist 





sabotage constantly. The Communist Chinese forces themselves in- 
filtrate the border area freely and stay. There is at the present moment 
a completely unsettled situation in the border area which the Burmese 
have been unable to get a satisfactory agreement on with the Chinese. 

This is our island barrier, you might say. You may call it also the 
rimlands as Toynbee does. I like to think of these as the marcher 
states of the Far East. They are our defense line in the Far East. 
They occupy the same position for us as did the marcher states in the 
olden days in Europe. We had the marcher barons on the Welsh 
frontier in England. We had the marcher barons in Germany against 
East Prussia. These are the people who hold the responsibility of 
holding the line against the incursions of these barbarians, this bar- 
barian menace, as they looked on the East Prussians in the old days 
and the poor Welshmen. That is their job. They have to be strong 
and willing to fight and be maintained free and independent. 

Mr. WiccLeswortH. You say they have forces of about 1.8 million? 

Captain Rogsrns. Yes. 

Mr. WiceLtEswortH. Could you, either on or off the record, break 
that down roughly by country ¢ 

Captain Rossrns. I will break it down, sir, a little later. 

Mr. WieeteswortnH. All right. 

Captain Rossrns. This island chain of defense is not only a defen- 
sive chain. It is essential to us in our normal course of business, nor- 
mal course of activity. Large and important supplies of strategic 
materials are obtained from this area. These states along this barrier 
lane provide, as long as they are independent, security to our trade 
routes throughout the Far East and between the Far East and Europe, 
the Far East and the Western Hemisphere. 

In order to assist in the maintenance of strength and development 
of strength in this area, we have certain pacts and treaties. We have 
bilateral security pacts with Japan, the Philippines, Korea, and Thai- 
land. We have the SEATO Treaty, which followed on the heels of 
the French disaster in Indochina. The United States, the Philippines, 
Thailand, Australia, New Zealand, Pakistan, the United Kingdom, 
and France. SEATO is growing in capability and strength. We 
have ANZUS, the United States, Australia, New Zealand, which pre- 
ceded SEATO. For coordinated United States-Far East military 
affairs we have the unified commands in the Pacific. On July 1, com- 
mander in chief, Pacific, will have entire responsibility for this whole 
area. At the present time, as you know, commander in chief, Far 

Zast, has responsibility for Korea, Japan, and the Ryukyus. That 
is General Lemnitzer, who will be returning. 

We have in addition to the unified command our various military 
advisory and assistance groups in the countries of this area, all of 
whom are under the coordinated control of the unified command. In 
other words, this is a unified effort in the Far East. 

We have a changing picture in the Far East for military assist- 
ance. In 1950, 5 percent of the military assistance funds went to the 
Far East. In 1957, it was 46 percent. Considering the events which 
have occurred commencing with 1950, it is quite obvious that there 
has been an extremely rapid increase in demand for assistance in 
that area if it is going to be held for the free world. 
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MILITARY ASSISTANCE PROGRAM IN THE FAR EAST 
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Here is a diagram or chart showing graphically our program sit- 
uation in the Far East. The total value of military assistance from 
1950 through 1957 is just over $4 billion. By the end of the 1957 
fiscal year, June 30, there will have been expended of that $4 billion 
over $3 billion—$3, 174 million is the estimate today—which means 
that we will have left unexpended out of this whole $4 billion less 
than a billion dollars; in fact, just over 1 year’s funding at the present 
rate, the rate for 1957 and 1956. That is a pretty short pipeline for 
the Far East. 

We are asking in the 1958 program $690 million, which is almost 
exactly the same as we funded in 1957. Of this 1958 program $194 
million only goes for force improvement, $496 million goes for the 
maintenance of the forces we already have in being in that area. 

Of the proposed 1958 program, Korea, Japan, and Taiwan get 87 
percent, the other 6 nations 13 percent. That may seem a large 
proportion for these three countries, but bear in mind that these 
are the countries with both the largest forces and the greatest capability 
to use this equipment and per form a useful service in the defense. of 
the area. 
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PROGRESS OF MILITARY ASSISTANCE PROGRAM 
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Now for illustrative purposes we show these graphs in blue, which 
represent within their categories the extent of the 1950-57 program. 
To show more graphically what has actually been provided to the Far 
East we have put on the blue overlay here. That means that we have 
already provided—that is, deliveries estimated to June 30 this year— 

75 percent of the aircraft already programed, 45 percent of the ships 
vidgieined: 7 75 percent of the ammunition programed, 90 percent of 
the artillery programed, and 90 percent of the vehicles programed. 

Mr. Passman. Through June 30 of this year? 

Captain Rospins. Yes, sir. 

Mr. Wiceiesworrn. Is our overall delivery reasonably up to 
schedule ? 

Captain Rogptns. Yes, sir; it is. 

Mr. Wicetrsworrn. There are no lags as far as our commitments 
are concerned ¢ 

Captain Ropprns. No, sir. The last check we had, which I heard the 
other day, showed we were certainly up to schedule. 

For the 1958 program what do we propose! We propose about 8 
percent more in the aircraft program, 15 percent more in the ship pro- 
gram, 30 percent more in the ammunition and about 5 percent in 
artillery. 

We have very little shown in the vehicle program within the coun- 
tries primarily because this is part of the regional vehicle rebuild pro- 
gram, which is covered elsewhere in the program, and which I would 

‘ather not go into here. 

Mr. Passman. Is the rebuilding program still in progress? 

Captain Rospins. Yes. It is being done at great savings compared 
to what normal costs would be to provide these vehicles. 
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PER CAPITA COST OF SOLDIERS OF FAR EAST COUNTRIES 
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Here we come to another defense cost aspect. I understand from 
talking with Admiral Bergen that this roused considerable question- 
ing yesterday. I will try to answer so there will not be quite so many 
questions. 

In speaking of annual cost per soldier, bear in mind it is restricted 
to the bare maintenance requirements of pay, food, clothing, and 
housing. This figure here for the United States is the pay, food, 
clothing, and housing costs of the United States soldier in his own 
country. 

Mr. WiccieswortH. Which is about half what he really costs. 

Captain Ropprns. Overseas, depending on where he goes overseas; 
yes, sir. 

Mr. Passman. Should not other factors be taken into account? It 
might be possible to buy, for example, a hundred pounds of rice in 
those countries for a dollar while the same amount of rice might cost 
$12 or $15 here. 

Captain Rogsrys. I am not talking about buying food in the United 
States. 

Mr. PassmMan. My reference is to maintenance of troops in those 
countries. 

Captain Rosstns. This is the cost which we know from the records, 
which are sufficiently accurate, it costs this to maintain a soldier, a 
Lao soldier in Laos, covering only his food, clothing, pay, and housing. 

Mr. Lannam. Would it not be fairer to show what it costs to main- 
tain an American soldier in those countries? This is all out of propor- 
tion. 
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Mr. PassmMan. Indicate also the cost of maintaining a Korean 
soldier in the United States. 

Mr. Mitter. Why is that important? 

Mr. Passman. The different economies of these countries must be 
taken into account. 

Captain Ropsrns. Yes. 

Mr. Passman. It would be expected they would be able to main- 
tain a soldier there at much less cost than for maintaining a soldier 
here. If we assume it is our responsibility to protect about 66 of the 
nations of the world and station our soldiers in those nations, that 
would constitute a sound argument. But an American soldier may 
be worth possibly 20 times the soldier there. We know we can rely 
upon the loyalty of the American soldier; in an emergency, we do 
not know what percentage of any other country’s forces we might 
possibly lose literally overnight. 

Captain Roppins. If I had the opportunity to complete my state- 
ment 

Mr. PassmMAn. Use all the time needed. I am trying to understand. 

Captain Ropsins. We do not make any claim that one of these 
soldiers is the equivalent of a United States soldier. We are talk- 
ing about the defense cost of maintaining people in these countries 
within these very narrow limits, which are the limits which we have 
been able to pin down. Now there are other figures which we can 
estimate or develop, but these are figures which we know areso. That 
is why we are giving those figures to you. 

We do not maintain that this man is worth as much as this man as 
a soldier nor this man nor the other. But these are the costs within 
the specific country for a soldier of that country for pay, clothing, 
food, and housing. 

Mr. Lanuam. You do not show the cost of maintaining this Amer- 
ican soldier in the country. With that we would have some stand- 
ard of comparison. 

Captain Rossins. If we move this American soldier to Korea, we 
estimate it costs us about $6,500 a year to maintain him. 

Mr. Rosertson. I am glad to have that figure on the record because 
it is the figure I gave in my testimony. 

Mr. Lanuam. It costs more to maintain him there than in this 
country ? 

Captain Roserns. Twice as much. 

Mr. Passman. There is information in the 1949 and 1950 reports 
that General Douglas MacArthur was able to maintain soldiers in 
Japan at much less cost than in the United States. This was because 
of the economy of Japan and the many items we purchased there which 
were used for our forces. Are you familiar with these reports ? 

Mr. Rosertson. No; I am not. 

Mr. PassMan. Why isnot Nationalist China included there ? 

Captain Ropsrns. I have China here, Taiwan, $142. 

Mr. Denron. Like everything else, you figure you generally get what 
you pay for, and it is about the same with soldiers as anything else? 

Captain Rossrns. We do not figure that. 

Mr. PassMan. Could it be said that in Thailand, with the $179 
figure, more goods and services could be purchased than with the same 
amount of money expended in this country ? 
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Mr. Rozertson. Some things you could buy, but some things you 
could buy our soldiers would not touch. 

Mr. Passman. How about food ? 

Mr. Rosertson. It depends upon your diet requirements. 

Mr. Passman. Thecustomary diet of the people. 

Mr. Roserrson. The Thai soldier of course prefers it, but if you 
attempted to feed an American soldier on a Thai diet, you would have 
a real problem. 

Mr. Wiceieswortn. What you are saying is this, I believe. The 
Chinese soldier in Taiwan, who is representing the free world in this 
struggle, can be maintained for $142 a year, whereas, if we put an 
American soldier there to do the job, it will cost you $6,500. 

Mr. Roserrson. That is right. 

Mr. Wicetesworrn. That is the whole story ? 

Mr. Ropertson. Yes, sir. 

Mr. Passman. Would not the condition apply similarly with civil- 
ian personnel? It is understood, of course, that their standard of 
living is lower than ours. 

I am wondering what is proposed to be established by the charts. 
That is why I asked the question. 

Captain Rossrns. In 1958 on our proposed program of $690 mil- 
lion military assistance plus $668 million in defense support, plus the 
local country defense contribution, we will have 1,800,000 active Far 
East soldiers at a cost from the United States per man of $754. 

Mr. Passman. The total number of soldiers in all of those countries 
is how many? 

Captain Roggrys. 1,800,000. 

Mr. Passman. There are eight countries included and 1,800,000 
soldiers. 

Captain Rorprns. Yes, sir, in these Far East countries. 

Mr. Passman. Soldiers of those countries ? 

Captain Ropsrxs. Soldiers of the country itself. 

Mr. Passman. What are these countries contributing ? 

Captain Ropsrns. They are contributing 1,800,000 soldiers. 

Mr. PassMAN. Speaking of the dollars. 

Captain Rossrns. Plus funds; I do not have the dollars available 
on this chart. 

Mr. Passman. Are we contributing $754 per man from the United 
States ? 

Captain Rogstns. Yes, sir. 

Mr. Denon. Why does it cost so much when it costs so little to 
maintain a soldier ? 

Captain Rorsins. We have $690 million in military assistance, 
which is military equipment, military material, hardware. We have 
$668 million in defense support, which includes a number of things 
which do not directly go into the maintenance of this man, a large 
part of the defense program. 

Mr. Denton. The United States is paying seven times as much to 
et a Korean soldier as is Korea ? 

opt 1in Rospins. That is not correct. In Korea for pay, food, 
clothing, housing only—— 

Mr. Denon. They pay $117 for him and we pay for the hardware 
and our payment is $754? 





611 


Captain Rossrns. That is correct. 

Mr. Denton. We are paying almost seven times as much for that 
soldier in Korea as they are. 

Mr. Passman. The total amount includes equipment ? 

Mr. Wiccieswortu. We pay for his tools. 

Mr. Denton. You have to equip him. 

Mr. Passman. With equipment costs added, the total would be in- 
creased. If the equipment were added to the costs for the American 
soldier, the total might be as much as $15,000. 

Mr. Denton. We are paying $7 to their $1 for the soldier. 

We buy the equipment and they feed him. Equipment costs seven 
times as much as it does to feed and house and clothe the soldier. 

Mr. Rosertson. In that case it is approximately. 

Mr. Mixer. If we did not have the soldier, the equipment would 
not be of any use. 

Mr. Passman. What is the total population of these eight coun- 
tries and the amount of the contribution they are making to their 
defense effort? Some of the other nations were contributing about 
$5 per capita as compared to $217 for the United States. It is desired 
that the ratio for this section be established for the record. 

(The information requested may be found on p. 627.) 


COMMUNISTS IN THE ARMED SERVICES OF FAR EAST COUNTRIES 


Mr. ALExanveER. Do you have any figures as to how many Commu- 
nists there are in the army or in the military forces of these countries? 
Would you say that would compare probably favorably with the num- 
ber of Communists that vote in those countries? 

Captain Rosstns. No, sir, I think you would have great difficulty 


finding any Communists in these armed forces. 

Mr, Avexanper. Do you not think they would want to infiltrate the 
armed forces ¢ 

Captain Rossrns. I think they would. 

Mr. Atexanper. Do you not think they are able to do that? 

Captain Rogsrns. I am not saying there are no Communists in these 
forces. I am saying they would have great difficulty because these 
countries are security conscious, too. They are not interested in hav- 
ing Communists in their armed forces. 

Mr. Avexanver. I realize that, but I think you probably have about 
as many Communists in the army as you have in relation to the Com- 
munists in regard to the total population. Do they not draft their 
men ? 

Captain Ropgrns. Yes, they do. They have control of the people 
that come into the armed forces entirely. In South Vietnam, I doubt 
that you would have much success in finding Communists in the armed 
forces. You may find a few hidden, covert individuals, as you will 
find them in any country, but you are not going to find any body of 
Communists in the South Vietnam army. They are not there. Nor 
will you find them in these other countries. They do not have them. 
Take the Philippines. That country is aware of the Communist prob- 
lem and they devised excellent means of detecting Communists. They 
are not going to have them. 

Mr. Miter. Would that not cancel out because there are undoubt- 
edly in the Communist forces lots of people under compulsion who 
would jump to our side if they could ? 





Captain Rossrns. That is an interesting point and a fine example 
was Found when we had the situation in Korea and everyone that 
dared to jumped the fence and came south. 

Mr. Mixer. It has been some 12 years since I was in China, on the 
mainland, but I am confident that as of today there are millions of 
Chinese who if given a chance to get away, would be on our side. 

Captain Rossrns. I think there is no question about it. 

Mr. Miter. I do not think they could have changed that much in 
10 or 12 years. 

Captain Rossrns. I believe fear rather than philosophy is what 
keeps them there. 

Mr. Atexanper. They would go to the side they thought would 
win the conflict because of their fear. 

Captain Ropstns. They have no place to jump now because there 
is no place to go. 

Mr. Atexanover. If they thought the Red Chinese would take over, 
they would come nearer jumping that way than to our side. 

Mr. Lanuam. Mao admits there is lots of unrest all over Red China. 

Captain Rossrns. Yes. 

Mr. Rozerrson. He is confirming the reports we have been receiving 
out of Red China for the last 3 years. 


SUMMARY OF SITUATION IN FAR EAST AREA 


Captain Rogsins. To sum up military assistance comments on the 
Far East, I would like to offer five points: 

One, the initial increment of a major force contribution to Far 
Eastern defense is provided by Korea and Taiwan. 

Mr. Lannam. What is the situation in Taiwan? It has been so 
bad for the last few months. 

Captain Rogstns. I would not say it has been so bad in the last few 
months. We had this Reynolds affair. 

Mr. Lannam. I thought they wanted to run our troops out. 

Captain Rossrns. By no means. 

Mr. Lannam. They stoned our consulate, did they not, and tore 
down the flag? 

Captain Rossrns. Yes. 

Mr. Lannam. That is what I am talking about. That seems bad 
to a man who reads the newspapers. 

Captain Rossrns. I still feel that is an isolated incident which 
should not be allowed to affect anyone’s judgment as to the basic situa- 
tion in Taiwan. 

Mr. Denton. Just add that on top of this limited picture you gave 
us about the Communists infiltrating all these forces. You gave us 
a map. 

Mr. Passman. There will be questioning concerning both Formosa 
and Japan. 

Mr. WiacteswortH. What do you mean by initial increment there ? 

Captain Rossrns. These figures are classified. May I go off the 
record ? 

Mr. Wiceieswortu. Yes. 

(Discussion off the record.) 

Captain Rossrns. To continue with point number two, Far Eastern 
countries receiving military assistance have contributed forces to 
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man the equivalent of 90 ground divisions, 405 naval vessels, and 90 
squadrons of aircraft. 

Mr. AtEexanper. 90 divisions represents how many men? 

Captain Rossrns. The number will vary somewhat from country 
to country. I cannot give you a flat number. 

Mr. WiaceteswortH. You mean that is the overall force there now? 

Captain Rossrns. Yes, sir. 

Mr. Wiceteswortn. Which we have contributed to in part and they 
have contributed to in part? 

Captain Rossrns. Yes, sir. 

(3) Military assistance has provided the Asian countries with in- 
ternal security as well as a system of defense against Communist dom- 
ination by subversion or armed aggression. 

(4) Military assistance, by deterring aggression, has made possible 
stabilization in Far Eastern countries and has countered Communist 
efforts. 

(5) Continued military assistance is essential to Far Eastern coun- 
tries if they are to resist the pressures of international communism. 

That is the end of my comments. 

Mr. WiccteswortH. May I ask this question. You say the figures 
by country strength are classified. Is the overall figure for the area 
unclassified ? 

Captain Rossrns. Yes, sir. 

Mr. Wiccteswortn. How about the figures in chart No. 2? 

‘aptain Rossrns. They are unclassified, sir. 


BUDGET ESTIMATE FOR MILITARY ASSISTANCE IN FISCAL YEAR 1958 


Mr. Passman. What is the total amount requested for the program 
in the Far East for fiscal 1958 ? 

Mr. Moureuy. $1,445,377. 

Mr. Passman. What is the amount of the defense support total? 

Mr. Murrny. The military is $689,829,000. The other than military 
is $755,548,000. 

Mr. PassmMan. Do those figures aggregate the total just stated ? 

Mr. Murrpny. That gives the total of $1,445 million. 

Mr. Passman. Is the President’s Asian fund included ? 

Mr. Murrny. That is in there. As you know, sir, there is going to 
be an unobligated balance. 

Mr. PassmMan. What would the amount be otherwise ? 

Mr. Murpny. I beg your pardon; $47 million of that is in there, so 
that would be $1,398 million new money. 

Mr. Passman. $1,397,829,000 is the total of new money requested ? 

Mr. Murpny. That is right. 

Mr. Passman. That figure does not include the grant or aid pro- 
gram which in the future, if the Congress approves, would be known 
as the development loan fund? That fund would be in addition to 
this total? 

Mr. Murptty. Yes. 

Mr. Passman. And also Public Law 480? 

Mr. Murrny. That is not included. 

Mr. Passman. The funds provided thereunder would be in addi- 
tion to the total you have stated ? 
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Mr. Murruy. Yes, sir. 

Mr. Passman. And the special assistance funds would also be in ad- 
dition to this figure? 

Mr. Murreny. To the extent that any part of the $300 million spe- 
cial fund has been programed for the Far East, that is included. 

Mr. Passman. Portions of the fund which have been programed are 
included in the total figure you gave first ? 

Mr. Murpny. Yes, sir, but the $200 million of the $300 million not 
programed at the moment is excluded. 

Mr. Passman. Part of that money could also be authorized for this 
section ? 

Mr. Murpny. Yes, sir. 


REGIONAL DISTRIBUTION OF FISCAL YEAR 1958 PROGRAM 


Mr. Passman. We shall place in the record page 6 of the justifica- 
tions, excluding portions considered classified. 
(The information referred to follows :) 


Far East and Pacific—Regional distribution of fiscal year 1958 program, by function 
and country 


{In thousands of dollars] 


! 

| Total, Technical | 

Military Defense mutual coopera- | Other 

assistance support defense tion | programs 
assistance | 


Country | Total 


| 


Far East and Pacific: | | 

Cambodia. ___ (1) (1) (1) 
China (Taiwan) _____.__- (1) | (!) 
NN ie 8 acta 
a Sie toe S.J | (1) Jats 
RS Sacha caves occ wkscurescccal (1) | (1) (1) 
a | (1) | (1) (1) 
PaO, cn nocee (1) | (1) (1) 
Se (1) (1) (1) 
Vietnam a a al (1) () Q) 
Regional and undistrib- | 

att caneece, oe 


668,000 | 1,357, 829 | 


ee 397, 82¢ 689, 829 | 
President’s fund for Asian | 
economic development--_- -| deinsdity ee 


Total, programs._.._--- | 1,445, 689, 829 668, 000 


1 Denotes program is contemplated but figure is classified. 


1, 357, 829 








| 


Mr. Passman. How much of this amount is for military assistance ? 
Colonel Crirz. Military assistance is $689,829,000. 

Mr. Passman. How much for defense support ? 

Mr. Murruy. $668 million. 

Mr. Passman. How much for the technical cooperation program ? 
Mr. Murpny. $39 million. 


PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


Mr. Passman. What amount of the President’s fund for Asian eco- 
nomic development will be unobligated as of June 30? 

Mr. Murpuy. $87.8 million. 

Mr. Passman. Of original authorization and appropriation of what 
amounts ? 
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Mr. Murenuy. An authorization of $200 million, an appropriation of 
$100 million. 
Mr. Passman. You will have obligated what amount ? 
Mr. Murpny. We estimate $12.2 million. 
Mr. Passman. It could be less or slightly more ? 
Mr. Mourpny. It could be less. I doubt that it will be any more, 
Mr. Passman. This particular amount remains available for obliga- 
tion only through June 30, 1958? 
Mr. Murpnuy. That is correct. 
















UNEXPENDED BALANCES 





Mr. PassmMan. How much will be unexpended for all programs in 
this area as of June 30, 1957 ? 

Mr. Murreny. The unexpended balance as of June 30, 1957, for all 
programs would be $1,784,862,000. 

Mr. Passman. I havea figure here of $1,865,878,000. 

Mr. Mureny. As an unexpended balance, sir? 

Mr. Passman. Yes. How much will be unexpended for all programs 
in this area as of June 30? 

Mr. Morpny. The figure I have, sir, is $1,784,862,000. 

The difference consists of $81 million unobligated military assistance 
which is included in your figure but excluded from mine. 
Mr. Passman., Is the Asian fund included ? 
Mr. Murrnuy. The Asian fund is in that, sir. 























AID TO BURMA 





Mr. Passman. Funds are being requested for Burma for 1958. How 
far have these negotiations advanced, Mr. Secretary ? 

Mr. Ropertson. It is not a request for 1958. It is a carryover from 
1957. 

Mr. Passman. For Burma? 

Mr. Ropertson. Yes. 

Mr. PassMan. Were funds for Burma requested last year for fiscal 
1957? 

Mr. Rorertson. May I go off the record, sir ? 

Mr. PassMan. Yes. 

(Discussion off the record.) 

Mr. Passman. What is the total amount we have provided for 
Burma in the past prior to 1957? 

Dr. Moyer. About $19 million. 

Mr. PassMan. For how many years was Burma out of the program ? 

Mr. Rosertson. We discontinued technical assistance in 1953. 
Mr. Passman Did Burma decline our aid during these 4 years? 


















REASONS WHY BURMA DECLINED UNITED STATES AID 









Mr Rosertson. Our previous assistance program was terminated 
June 30, 1953, at the Burmese Government’s request, primarily be- 
cause of the latter’s concern over the problem of Chinese irregular 
troops which the Government was about to submit for consider ‘ation 
in the United Nations. Under strong fire from its political opposition 
for accepting United States aid as a bribe for permitting these troops 
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to remain in Burma, the Burma Government decided to terminate 
United States aid to enhance its moral position at home and abroad 
while the matter received United Nations attention. It should be 
noted that the Burmese Government by the summer of 1953 had de- 
cided that it could continue with its own resources the program de- 
veloped by ICA. Burmese leaders, then as now, did not and do not 
wish to be the recipients of charity and handouts. 

Starting in mid-1954, the Burmese made several informal ap- 
proaches to the United States seeking a formula whereby they could 
exchange rice for more United States technicians to supplement those 
which could be hired with Burma’s meager dollar resources. This 
question was again raised by Prime Minister U Nu during his visit to 
the United States in the summer of 1955. Our own rice surpluses 
handicapped our consideration of this proposal. Meanwhile Burma 
turned to the Soviet Union for some technicians. To prevent Soviet 
technical influence from spreading too widely in Burma, we decided 
when Burma repeated its request in early 1956 to undertake a modest. 
program of exchanging $1,100,000 worth of United States technical 
services for about 10,000 tons of Burmese rice for emergency use in 
East Pakistan. 

Economically Burma ran into serious difficulties in 1954 and 1955 
when a drop in the price of rice, her main export, coincided with the 
beginning of substantial implementation of her economic development 
program. The resultant decline in foreign-exchange reserves led to 
rigid import controls and inflation. Burma, therefore, requested a 
$50 million loan in August 1955, designed to alleviate this situation. 
The United States responded by offering a Public Law 480 agreement 
for the sale of $21,700,000 worth of surplus agricultural commodities, 
which was concluded in February 1956. 

However, in addition to the need for expanded imports of consumer 
goods to counter inflation, the Burmese Government desired addi- 
tional external assistance for carrying out its development program. 
This program is vital to its retention of the support of the people 
in the face of the blandishments of the Communist opposition. 

Accordingly, officials of the Burmese Government repeatedly ap- 

proached the United States during the first few months of 1956 about 
development loans. This was climaxed by a personal letter from 
U Nu to President Eisenhower. Because of our serious concern about 
Burma’s increasing entanglement with the Communist bloc through 
barter-trade pacts and Soviet aid offers, we decided to respond favor- 
ably by offering Burma a dollar loan of $25 million for havidaninuek 
yurposes and a local currency loan from the proceeds of the Public 
el 480 agreement of the equivalent of $17,300,000. After a lengthy 
period of negotiation, two loan agreements of the magnitude indicated 
were signed in March 1957. 


GAO AUDIT REPORT ON KOREA 


Mr. Passman. Mr. Secretary, have you read the audit report of the 
GAO in regard to Korea ? 

Mr. Rosertson. I have not read the entire report, but I have seen 
summaries of it. 

Mr. Passman. Would you care to comment on that report ? 





617 


Mr. Rosertson. We have just received it at the Department. I 
have not as yet seen a copy. It has just come to us. 

Mr. Murrny. Mr. Chairman, as you know, that audit report on 
Korea from the GAO was dated, I think, the 24th of June, 3 days ago. 
It is a very voluminous report, and the executive branch has not had 
time to read it, and analyze it, nor of course make any reply to it. 

However, the Comptroller General of the United States did ap- 
pear 2 days ago before the Foreign Affairs Committee of the House, 
and he made a statement highlighting that report, a copy of which I 
have here, and can make available to the committee if you wish. The 
executive branch appeared yesterday before the Foreign Affairs Com- 
mittee and made a reply to the Comptroller General’s statement which 
I also have here, ae which I will be glad to make available to the 
committee. 

Mr. Passman. It is the purpose of this committee to be just as fair 
as we know how to be. If you have not had an opportunity to read 
this report, I shall not ask any questions in that respect at this time. 
However, at your convenience, when you have studied the report, 
your comment will be appreciated for the record. 

Mr. Murrnuy. We would be glad to offer for the committee’s use 
copies of the reply we do make to the GAO report. 


AVAILABILITY OF PUBLIC LAW 480 FUNDS IN FAR EAST AREA 


Mr. Passman. Dr. Moyer, on pages 12 and 13 of your statement you 
comment : 


The ability of the country to make effective use of the aid also has been 
taken into account, and local currency assistance available from past or poten- 
tial public law 480 programs has been fully considered. 

What is the total of the amount which has been made available 
to this area in Public Law 480 funds? 

Dr. Moyer. The total is approximately $420 million for the area 
as a whole—about $378 million in sales under title I and $42 million 
in grants under title II. I would like to add, however, that as far 
as contributing to the purposes of these programs is concerned, such 
has been the case in just one country, Korea. The other Public Law 
480 programs were independent of the programs I was speaking 
about. 

Public Law 480 funds have been made available to Korea for 3 
years. There was a relatively small amount in 1955, $6 million for 
military budget support out of a total Public Law 480 program of 
$15 million. In 1956 it was about $43 million. That was 90 percent 
of the total Public Law 480 program for Korea in that year. 

Out of a 1957 Public Law 480 program amounting thus far to only 
$18.9 million, the equivalent of $16.2 million in local currency is being 
made available for military budget support. For 1958 we have esti- 
mated that $—— will be available for this purpose out of an assumed 
$—— Public Law 480 program. The $————,, as I recall, represents 
85 percent of the assumed Public Law 480 program. 

Mr. Passman. $—— for budget support ? 

Dr. Moyer. No, sir; $ of sales but only in local currency 
for military support. 
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Mr. Passman. What amount do you anticipate will be available 
under Public Law 480 in fiscal 1958 for the general area ? 

Dr. Moyer. Forthe whole Far East? 

Mr, Passman. Yes. 
_ Dr. Moyrrr. Well, at this point there is no authorization for Public 
Law 480, and the amounts really have not been decided. However, 
we had to make a relatively firm assumption for Korea, because 
it is needed to supplement the amount proposed for defense support. 

Mr. Passman. Mr. Denton, do you have any questions? 


FORMOSA RIOT 


Mr. Denron. I wanted to ask something about this situation in 
Formosa in the past. 

Mr. Passman. Will the gentleman yield for a moment? 

Mr. Denton. Yes, sir. 

Mr. Passman. As Mr. Robertson has been so very fair to this com- 
mittee, and since I had questions on Formosa and Japan about which 
I wanted us to get the information, may not this particular phase of 
the discussion be off the record ¢ 

Mr. Denon. Off the record. 

( Discussion off the record.) 

Mr. Denton. I wanted to ask about the situation in Formosa in 
the past, and the Far East generally. 

When the captain presented his figures, he presented what I con- 
sider to be a very gloomy report showing how the Communists had 
infiltrated one country after another, and on top of that we have 
this situation in Taiwan, where the United States suffered one of the 
greatest humiliations this country has ever suffered. 

Here was a nation that we had practically made and we have spent 
a very large part of our foreign aid in keeping this government in 
office. Yet, they raided our Embassy, they tore our flag to pieces, 
they took secret documents, and the riot was permitted to go on for 
a long time before this administration took any steps to stop it. 

Then, here is Japan, a conquered nation. The United States is 
probably the most magnanimous victor that ever existed, and yet we 
have these demonstrations on the part of Japan against us. I under- 
stand we are making million available to them now. Yet, we 
read in the paper that they rioted in front of our Embassy. Then, 
we had the Girard case where the administration took a very unusual 
position and possibly had to because of the foreign situation there. 
In Okinawa the Communists elected a mayor of one city there. Then, 
we had the Indonesian situation. 

I am just wondering where this whole program is getting us. It 
looks to me as if it is very disturbing. If you were getting some 
results, I would feel differently about it, but this is just about the 
gloomiest picture I have seen on it. 

Is there such a feeling against the United States in the Orient, that 
their troops not be of any value to us in the event they were needed? 

I might say we all know what happened on the Chinese mainland. 
Is there danger of that happening if the chips were down ? 

Mr. Rosertson. I think it is very important that we keep these 
things in focus, Mr. Congressman. Take Taiwan; I do not think 
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there is any evidence that there is widespread anti-American senti- 
ment in Taiwan. 


The CBS broadcast out of Taipei, about 2 days after this mob 
action—— 

Mr. Den'ron. How can you say that, when they say we ought to get 
cur troops off that island ? 

Mr. Rosertrson. They do not say so. 

Mr. Denton. I understood they said we had too many Americans 
there, and that was the trouble. 

Mr. Ronertson. We have a MAAG mission, and there is a total of 
about 10,000 Americans living on Taiwan. All of our military enjoy 
extraterritoriality and the Chinese Government has to furnish Various 
services to about 8,000 of the 10,000 Americans. 

I do not know of anyone familiar with the situation there either 
among our military or our Embassy personnel who does not think 
that we do have too many Americans there, and that some of them 
should be brought home from our standpont without relation to them. 

However, I would like to put into the record a statement about the 
situation in Taipei. It is important that we get it into focus. I do 
not mean to say that everyone was not shocked “by this mob action, but 
we must remember we have had experience with mobs ourselves. You 
know how a mob acts—without rationale, when it gets started. 

Mr. Denton. And there is always some strong sentiment back of it 
when they do. 

Mr. Rosertson. Well, there was in this case. 

To understand the unexpected and violent riot of May 24 in Taipei 
it is necessary to know something of the emotional reactions of the 
Chinese. In the first place, Chinese are extremely sensitive to what 
they consider affronts to their national pride by foreigners and are 
especially sensitive to anything that smacks of extraterritoriality. 
Riots and antiforeign disturbances have been common in Chinese his- 
tory since the Boxer Rebellion; and in this case it is clear that the trial 
ef Sergeant Reynolds by an American court on Chinese soil for the 
killing of a Chinese offended deep-seated nationalistic emotions. 

Although there is no reason to believe that the disturbance resulted 
from widespread anti-Americanism, there is little doubt that the 
presence in Taiwan of conspicuous numbers of Americans, enjoying a 
far higher standard of living than the Chinese, was an additional 
factor of importance. Such situations frequently give rise to resent- 
ment which, though normally suppressed, may produce ugly conse- 
quences when sparked by an incident such as the case of Sergeant 
Reynolds. 

In Taiwan there is the additional source of discontent inherent in 
the fact that one-fifth of the population is living in exile from their 
homes and sees no real hope of returning in the near future. The 
resultant frustrations felt by these people undoubtedly contributed 
to the violence once the restraints of good conduct had been broken 
down by the psychology of the mob. 

In the Reynolds case there was also a clash of customs and legal 
concepts. The Chinese custom is to exact some sort of compensation, 
even though slight, for the loss of life. It was therefore difficult for 
the widow of the dead man and those who sympathized with her 
plight to comprehend how justice could be done without Sergeant 
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Reynolds’ being subjected to some form of punishment. This emo- 
tional situation was early seized on and given sensational play by the 
Chinese press. As a result the case became a cause celebre in Taiwan 
and when the acquittal was announced there was an almost universal 
feeling that a miscarriage of justice had occurred. 

Reports now available indicate that peaceful demonstrations pro- 
testing the acquittal verdict were planned for May 24. Some officials 
apparently knew of such plans and the police were alerted to take 
special precautions. The demonstration began peacefully, with the 
widow picketing the Embassy with a placard protesting Reynolds’ 
acquittal. The Embassy is in a crowded section of the city and a 
curious crowd gradually collected around her. After a couple of hours 
the crowd grew in size and became ugly in mood. Someone threw a 
stone at the Embassy windows and, once the first step had been taken, 
mob violence immediately erupted and the police were overwhelmed. 

From that point on the crowd was ruled by mob psychology and 
there was no stopping it in its course of destruction, short of the use 
of force. The Embassy and USIS buildings having been wrecked, it 
directed its attention against a police station where many police and 
rioters were injured and one person killed. The mob was made up of 
many thousands of persons, but the actual destruction was committed 
by a comparatively small number. There is no evidence that student 
groups led the mob, but students, many of whom had received highly 
nationalistic indoctrination in their schools, were present in the mob 
and some were among the active participants. 

The violent attack on the E mbassy started in the early afternoon 
but order was not fully restored until late that night after troops had 
been moved into the city. Although the Chinese Government was 
informed as soon as the Embassy was attacked, the response by the 
police was ineffectual and tardy. Deployment ‘of police and troops 
was hampered by air raid exercises that had been in progress during 
the day. Expecting a peaceful demonstration, the police were not 
prepared for a riot and were under instructions not to use arms. An- 
other reason for the failure to take decisive and timely action was the 
absence from Taipei of President Chiang Kai-shek and the ineffective 
leadership of those responsible for the maintenance of law and order 
in the city. These officers were removed from office soon after the riot. 

The riot in Taipei was an isolated incident and not an expression 
of widespread anti-American feeling. Friction is likely to occur 
wherever numbers of Americans are present abroad, particularly in 
areas like Taiwan where extreme nationalist feeling exists, and better 
steps need to be taken to deal with this problem. 

Although the riot was a shocking occurrence which cannot be taken 
lightly, the fundamentals of our relationship with the Government of 
the Republic of China remain unchanged. 

Mr. Denton. Do you not think it was inexcusable for the police not 
to have acted sooner and prevented that riot ? 

Mr. Roszerrtson. I think they were completely taken off guard. I 
think they had prepared for a peaceful demonstration. I, of course, 
do not defend their negligence. 

Mr. Denton. You cannot defend it. 

Mr. Rosertson. And neither does the Chinese Government. 





621 


Mr. Denton. All right. In that respect, did Chiang Kai-shek’s son 
have anything to do with this movement ? 

Mr. Roserrson. There is no evidence whatsoever that he did. 

Mr. Denton. I read something about it in the paper. 

Mr. Rosertson. That rumor has been coma all over the country. 

I know of one source—at least, I hear of one source who happens to be 
a bitter political enemy of his. We are very anxious to get at the facts 
in this situation. There are probably many imponder ables that we 
will never be able to accur ately ev: iluate. The irresponsibility of mob 
action when a mob gets going is one factor, but as far as most objec- 
tive reports from the area are concerned, the riot did not reflect anti- 
American feeling per se. 

Mr. Denton. Are there any steps contemplated being taken in order 
that we can do something because of this indignity that the United 
States has suffered? I do not think the paying of damages is any- 
thing because we will give them the money and they will give it back 
tous. In other words, they just hand over the money w hich we have 
previously given them. 

Are we going to do anything to redress this indignity that we suf- 
fered ? 

Mr. Roserrson. I do not know what kind of redress you have in 
mind. They have made apologies and offered full compensation. 

Mr. Denton. Who is paying the compensation ? 

Mr. Rosertson. Well, they are. 

Mr. Denton. However, we give them the money and they just give 
it back to us as compensation. 

Mr. Rosertson. I do not think it is as simple as that. They con- 
tribute all they have in our common effort. Whatever else they do, 


they contribute all they have in our common defense effort. 


ROLE OF CHINESE ARMY ON FORMOSA 


Mr. Denton. What part do you think the army on Formosa plays 
in the defense system? Do you think they are in a position to try to 
go back to the Chinese mainland or are they just for the defense of the 
island ? 

Mr. Rosertrson. They are for the defense of the island. I hear 
from our military authorities that these troops are probably the best 
trained Army that the Chinese have ever had in all their history. 

Mr. Denton. However, the only part they will play will be to de- 
fend the island ? 

Mr. Rosertson. We have a written agreement with the Nationalist 
Government of China that it will not take any offensive action against 
the mainland without our consent. 

Mr. Denton. Do you think.they are dissatisfied in Formosa and 
have this feeling against the United States on account of that? 

Mr. Ropertson. I think they would much prefer our support of a 
plan to recapture the mainland. But there is no responsible Chinese 
official that I know of who does not realize we are not going to do that. 
We have told them so over and over again. 
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ANTI-UNITED STATES FEELING IN JAPAN 


Mr. Denton. What would you say about the feeling in Japan 
against the United States ? 

(Discussion off the record. ) 

Mr. Roperrson. You have a friendly Government in power with 
a, big majority in the Diet, headed by men who, in our opinion, are 
true friends of the United States, and who want to work with the 
free world, rather than the Communist world. 

They have tremendous political problems, however, because many 
of the issues raised by the Socialists are things that touch very sensi- 
tively upon the Japanese pride. 


SUCCESS OF UNITED STATES FOREIGN POLICY IN FAR EAST 


Mr. Denton. Here is what worries me about the Far East: I think 
that the revolt in Hungary did the free nations more good than all 
the money we have spent on foreign aid, and arms and ammunition, 
because it showed Russia was a suppressor and not a liberator. In 
the same way, I am afraid in the Orient if the sentiment develops 
against the United States, with all the money it is spending on arms 
and ammunition, it will not do much good and the Communists seem 
to be making much more headway, apparently, based upon the testi- 
mony we have heard here, than we are. 

Mr. Roserrson. I do not know about the testimony you have heard, 
but I, for one, do not agree with that statement. I think our policies 
have been succeeding and not failing. For instance, 3 years ago when 
we went to bed at night, we did not ee whether or not we were 
going to wake up to another war in the Far East. After the debacle 
of Dien Bien Phu with great difficulty we Sacred the SEATO organ- 
ization which put the C ‘ommunists on notice that force would be met 
with force. 

Mr. Denton. That was done as a result of a resolution that we 
passed a year or so ago; was it not ? 

Mr. Rosertson. I am going to come to that. We started with 
SEATO, and they were put on notice that aggression would be met 
with force. They then began rattling the sword about Formosa, and 
threatened they would take it by force if we didn’t give it to them. 
We had various of our allies coming to us saying, “Give them For- 
mosa; you cannot get into a war over these offshore islands.” 

They said the Communists meant what they said and would attempt 
to take it if we did not give it to them. Our answer to that threat was 
the Formosa resolution which passed the House with an overwhelm- 
ing vote—with only 3 votes cast against it. They were thus again 
put on notice that if they tried to take Formosa by force they would 
be at war with us, and they immediately changed their tactics and 
started their peace offensive. Instead of war we have since had rela- 
tive stability in that area. 

Mr. Denon. But that is because the United States 7th Fleet is 
there, and the Air Force is there, and we have troops there. What I 
am wondering about is this: Here are these armies which we have 
built up to 1.8 million men. Where are they going to be when the 
chips are down and can you depend upon them ? 
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Mr. Rosertson. Yes, sir. Mr. Denton, in our opinion the armies in 
those countries are strongly anti-Communist. Go down the line. Take 
for instance, the army in Korea. It has the closest possible relations 
with our military personnel. 

Mr. Denton. I will agree with you on that. 

Mr. Ropertson. One of the greatest factors of stability in that 
country is the army. Exactly the same thing is true in Taiwan. I 
do not think there is a military man connected with our operations 
there who will not tell you there is the closest possible relations be- 
tween the Chinese military and our military. 

Mr. Denton. Would they be asked to do anything other than de- 
fend their own homes? 

Mr. Ropertson. That is what we want them to do. We have de- 
fensive alliances everywhere. We do not make offensive alliances. 

Mr. Denton. Do you feel we would receive assistance from Japan, 
from the Philippines, from Formosa, and all those other countries in 
case of war? 

Mr. Rosertson. I do not think if we had a war in Korea we could 
count on any help from the Japanese forces. The Japanese forces 
are barely adequate to take care of their own defense. I do not think 
they have forces of any size which they would send out of Japan into 
other areas. 

Mr. Denton. The part they will play will be to defend themselves, 
and not to go beyond that, and the only three places where you have 
much danger is in Vietnam, Korea, and possibly Formosa ? 

Mr. Rosertson. Well, Laos. 

Mr. Denton. That is right. Also you have Cambodia, do you not? 

Mr. Ropertson. Yes, sir. 

Mr. Denton. Those forces probably would not be very vital 
case of conflict; would they ? 

Mr. Rosertson. Yes, sir; they are very vital. You take, for in- 
stance, when the Korean war was on Chiang Kai-shek offered his 
troops and they were turned down. The United Nations Command 
turned them down. He wanted to send troops to Korea. When 
Syngman Rhee offered to send Korean troops to fight in Indochina, 
they were turned down. 

Mr. Denton. Why were they turned down? 

Mr. Roserrson. They were turned down because it was not thought 
that Korea had troops which they could divert from patrolling the 
186-mile armistice line in Korea with Communist troops heavily 
armed, immediately on the other side of it. That would have meant 
leaving the defense of their country to the United States. They had 
no troops which they could divert from Korea to Vietnam without 
seriously impairing the defense of the armistice line below the 38th 
parallel. 

Mr. Denton. I think that is all. 

Mr. Roserrson. Mr. Chairman, with reference to Cambodia, I 
would like to make a statement off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Wigglesworth? 


93522—57——_40 
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SUMMARY OF BUDGET PROGRAM FOR FISCAL YEAR 1958 


Mr. Wiceieswortu. We have before us in reference to the Far 
East, not only the very excellent statements that have been made this 
morning, but the detailed justifications, 140 printed pages in length, 
and I would just like to pull together a few overall figures, if I can, 
in respect to the area under consideration. 

From chart 6, I understood that the overall request for these 11 
countries in fiscal 1958 was $1,445,377,000. Is that correct? 

Mr. Mourreny. That is the total program, Mr. Wigglesworth. That 
includes $47.5 million of Asian development funds, which would be 
used in 1958 in that area, and which have already been appropriated. 

Mr. WiecieswortH. Which have already been made available? 

Mr. Mureny. That is correct. The new money requested is $1,597,- 
829,000. 

Mr. WiceiEeswortH. What is the corresponding figure insofar as the 
current fiscal year is concerned ? 

Mr. Mourreuy. That would be the sum of two figures. 

Mr. Wicetesworrn. That is the difficulty I find here. I am trying 
to get a comparison, and I have to dig the figures out in 2 or 3 places 
and put them together. 

What would that be? 

Mr. Murrny. The military assistance figure for fiscal] 1957 was 
$685 ,974,000. 

The defense support figure was $783,500,000, and the economic and 
technical figure was $70,600,000. 

Mr. Wiecieswortn. What does that add up to? 

Is that the sum which should be compared with the $1,397 million ? 

Mr. Murpny. Yes, sir; it is. 

Mr. Rorzertson. It is $1,539.900,000 in round numbers. 

Mr. WiceiesworrH. $1,539,900,000? 

Mr. Ropertson. Yes, sir. 

Mr. WiacieswortH. So that overall this request reflects a reduction 
of something like $142 million ? 

Mr. Morrny. Insofar as the total money available in 1958 is con- 
cerned, sir; yes. 

Mr. WiccieswortH. Looking at the military assistance picture as 
shown on chart 7, the figure for 1956 was apparently $686 million, for 
1957 about the same, $685.9 million, and the amount requested for 
1958 is $689 million. It runs along pretty much on a level ? 

Captain Ropsrns. Yes, sir. 

Mr. Wiccteswortu. Your defense support goes from $712 million 
in 1956 to $783.5 million in 1957, and then would drop off to $688 mil- 
lion in fiscal 1958 ? 

Mr. Mourpny. That is correct, sir. 

Mr. Wiccieswortn. This gives us for comparative purposes totals 
of $1,988 million in 1956, $1,469 million in 1957, and $1,358 million in 
1958. 

In addition to this, chart 6 shows $39 million for technical coopera- 
tion and $1 million for other programs requested for 1958, and I be- 
lieve, looking at chart 17, that the $39 million figure for technical coop- 
eration should be compared with $36.6 million in 1957 and $33.7 mil- 
lion in 1956 ? 

Mr. Murpuy. That is correct, sir. 





Mr. WiceieswortH. The $1 million for other programs should be 

compared with zero in fiscal 1957 and $402,000 in fiscal 1956? 
r. Mureny. That is correct, sir. 

Mr. WiccieswortH. You also show on the chart on page 17 a de- 
velopment assistance item of $4.1 million in 1956, and $34 million in 
1957. 

There is no comparable item that I can see, in the fiscal 1958 picture, 
and I assume that comparison could only be made with whatever loans 
may be made out of the new development loan fund, if authorized ? 

Mr. Mourpny. That is correct, sir. 


UNOBLIGATED BALANCES 


Mr. WiccieswortH. What are your unobligated balances as of the 
end of this fiscal year? That is (a) for the military, and (6) for the 
economic aid ? 

Mr. Murpnuy. The military balance, of course, Mr. Wigglesworth, 
is $500 million, and that is undistributed by area. 

Mr. WiccieswortH. Worldwide? 

Mr. Mureuy. That is correct. 

On the nonmilitary side we will have just short of $30 million of 
development assistance funds, which have been earmarked for Burma 
and Indonesia for loans to those two countries and which probably 
cannot be obligated by June 30 and which we have requested be re- 
appropriated if they do not get obligated. 

Mr. Wice.ieswortn. Everything else on the economic side is obli- 
gated ? 

Mr. Morpny. There is one further item, sir, of $7 million of defense- 
support funds for the Far East which will be unobligated on June 30, 
and which we would expect to lapse on that date. 

Mr. WiaeieswortH. Expect what / 

Mr. Moureny. We would expect to lapse to the Treasury on that 
date. I should say these items are in addition to the unobligated bal- 
ances previously mentioned. 

Mr. WiccieswortH. On the chart on page 6, you give a total figure 
for the request for each country in fiscal 1958. Is there anywhere a 
comparable statement as to 1957 ? 

Mr. Moreny. There is none in the book, sir. I have one in my 
office, and will be glad to give it to you or furnish it to the committee, 
which includes all aid for 1957. 

Mr. WiaGLEeswortu. I wish you would put those figures in the rec- 
ord. 

(Nore.—The information requested was provided the committee.) 

Mr. WiaGiteswortH. We have already talked about Burma. 

Mr. Morpny. Yes. 


CONTROL OF COMMUNIST EFFORTS AT SUBVERSION 


Mr. Wiceieswortu. I notice, Dr. Moyer, in your statement on page 
9, you state: 


Communist efforts at subversion have been brought under more effective 
control as a result of the improved security conditions— 
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and so forth. Would you apply that statement to all the area we 
are considering ? 

Dr. Moyrr. It is definitely applicable to Vietnam and to the Philip- 
pines. In the case of Korea and Taiwan, there has not been serious 
trouble recently. In Cambodia, it is about the same. In Thailand, 
I would say it applies. I would say it also applies to Laos, although 
the political situation there is very confused. 

Mr. WiccteswortH. Both Laos and Cambodia? 

Dr. Moyer. Yes. 

Mr. WiceieswortH. What about Indonesia ? 

Dr. Moyer. For Indonesia, I would say the condition there is more 
uncertain than it was, but I would like Secretary Robertson to com- 
ment on that, if he will. He is more familiar with the details than 
Tam. 

Mr. Wiceiesworrn. Either on or off the record, I would be inter- 
ested in a word about the general outlook (a) in Laos and Cambodia, 
(6) in Indonesia, and (¢) perhaps in Burma. 

Mr. Rosertson. I would like to talk about it off the record, with 
your permission. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. WiceteswortH. Thank you, Mr. Secretary. That is all, Mr. 
Cha'rman. 

Mr. PassMan. Mr. Ford? 


PER CAPITA COST OF FAR EAST MILITARY FORCES 


Mr. Forp. As I understand, the submission contemplates $668 mil- 
lion plus $680 million in the military assistance program for this area, 
or a total of $1,358,000,009 ? 

Mr. Murruy. That is correct. 

Mr. Forp. Which is the defense support, and which is the outright 
military assistance ? 

Captain Rossrns. $690 million is military assistance. 

Mr. Murrny. And $668 million is defense support. 

Mr. Forp. This assistance will involve the support of 1,805,000 
armed forces—army, navy, and air force? 

Captain Rossrns. That is correct. 

Mr. Forp. If my mathematics is correct, that works out about $641 
permanin uniform. Isthat approximately correct ? 

Captain Rosprns. I had $754. 

Mr. Forp. Would that include technical assistance as well ? 

Captain Rossins. No; just defense support and military assistance. 

Mr. Forp. Do you have any idea, in total, what these various coun- 
tries would pay above that for the support of the same number of 
forces ? 

Captain Rossrns. I believe Mr. Murphy is preparing that. 

Mr. Murrny. I offered to make a compilation showing total popu- 
lation for the area and total defense support for the area and supply 
it for the record. 

Dr. Moyer. We can provide some figures for the record. 

Mr. Forp. Submit what we would be paying per capita for the 
men under arms and what their combined contribution would be for 
the same number. 





Captain Ropsrns. On a per capita basis of population our military 
assistance program works out about $3.20 per capita. 

Mr. Forp. I am wondering, if we are paying per man for the men 
in uniform somewhere between $650 and $700 per man, how much 
their combined contribution would be. 


(The information requested was furnished as follows :) 


Taking the fiscal year 1958 requests of $690 million for military assistance 
and $668 million for defense support, the United States contribution for the 
support of armed forces of the Far East countries receiving this assistance 
would be about $754 per man, assuming a total of 1.8 million men in these forces. 

The calculation of a comparable figure to show the contribution of the coun- 
tries themselves, toward the support of these forces, is complicated by the fact 
that budget data at our disposal do not give sufficient detail to estimate very 
accurately that portion of their expenditures made in general support of the 
defense effort over and above the amount in their military budgets. These two 
types of expenditures must be added together in order to arrive at a figure for 
the countries’ contribution comparable to the total of the United States aid 
proposed in fiscal year 1958 for support of the defense effort. 

The latest year for which figures are available showing actual expenditures 
by the countries is 1956. For that portion of expenditures made directly for 
military purposes in that year, as derived from military budgets, these coun- 
tries contributed an average of about $210 per person in the armed forces. For 
other purposes which support the defense effort, representing Government 
expenditures in fields of activity comparable to those proposed for United States 
assistance under defense support, our best estimate is they spent an average 
of $488 per person. These two figures together total $648 per man in the armed 
forces. 


Mr. Forp. Mr. Secretary, have we discussed Japan ? 

Mr. Rosertson. Japan and Taiwan; yes. 

Mr. Forp. Is the military assistance portion of this program, the 
amount, classified for Japan ? 

Captain Rossrins. Yes, sir. 

Mr. Forp. Off the record. 

(Discussion off the record.) 


JAPANESE PARTICIPATION IN CREDIT SALES PROGRAM 


Mr. Forp. Does Japan contemplate any credit-sales purchases of 
military arms? 

‘aptain Ropprs. Yes, sir. 

Mr. Forp. Out of the $175 million that is set up in the budget sub- 
mission, how much does Japan anticipate buying in the credit-sales 
program ¢ 

Colonel Crirz. As of this moment we do not have a specific figure, 
but I would like to bring up an additional factor with respect to the 
Japanese increasing their own effort in their defense contribution. 
One thing not brought out is the matter of aircraft. The Japanese 
are working with us—they have no aircraft industry, you know—they 
are working with us and picking up a large part of the costs of the 
aircraft we are providing and a large part of the ships. In essence 
we, in effect, are providing aircraft to Japan at about half what it 
would cost us if we were providing the entire aircraft assembled and 
ready to fly. 

So we are getting a great deal more defense out of the dollars we 
are putting here than we are in other places where we have to provide 
the whole unit. 
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Mr. Forp. You would not have any idea how much in the way of 
credit sales you anticipate ? 

Colonel Crirz. No, sir. When we come to it I can give you a break- 
down of how we arrived at the $175 million, and we have allowed a 
little leeway there. We have about $125 million earmarked, specific 
requests on hand, and the other amount is to take care of requests that 
come in. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


UNKRA OPERATIONS IN KOREA 


Mr. Forp. What has happened to UNKRA in Korea ¢ 

Mr. Roserrson. It is petering out. No new funds are being made 
available to it and it is in the process of spending what is left. How 
much is left, I do not know. 

Dr. Moyer. I do not know either. They have not obligated any- 
thing now for about a year. They are just winding up old projects. 
I think they expect to continue the organization for about 6 months 
longer, or until June 30, 1958. They are just winding up the projects 
they have. 

Mr. Miter. It is in liquidation, they are going to wind it up in 12 
months ? 

Dr. Moyer. Full liquidation is expected to take about a year after 
the organization is dissolved on June 30, 1958. 

Mr. Forp. They had a very vast schedule worked out of contribu- 
tions by the various subscribing nations. I wonder if we could have an 
up-to-date picture of just how bona fide some of these promises were 
when it came to actual contributions. I think the record, now that it 
is coming to a close, should show who contributed and who did not. 

Dr. Moyer. I think it wound up with the United States providing 
between 66 and 68 percent of the total, but I will supply that for the 
record. 

Mr. Forp. The chart should show what the promises were from 
each country and what the actual contributions were, and the obliga- 
tions and so on. 

(The information requested is as follows :) 
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UNKRA operations in Korea 


Amounts pro- 
| posed by the Amounts ac- 
| different coun-| tually made 
| tries as their | available as of 
| contribution to| Jan. 31, 1957 
the UNKRA | 

program 

















Member states: 




















Argentina. ---___- add : 500, 000 | 500, 000 
Australia !__.__._- i ‘i Tie ates Mckee 3, 616, 446 | 3, 616, 446 
BOR oc 5 oo5ase-.. : i 179, 474 | 179, 474 
Belgium... ..--.-.-.-- . ‘ aie 600, 000 | 600, 000 
in bbsinneauwain . 4 - sicinmicenteendal 49, 934 | 49, 934 
Cambodia___--_--- ; <a aad oan | 1, 000 | 1, 000 
Canada___-- mrged : eer ia 7, 413, 021 | 7, 413, 021 
Chile DidcaAbatttd gle wet 7. ; | 250, 000 | 250, 000 
Denmark aa {Sena Tinncireiien ee ea _— , | 860, 000 | 289, 555 
Dominican Republic. --_---- oe Santee teaietatl 10, 000 | 10, 000 
Egypt one ibe Sine’ bas ‘ 28, 716 | 28, 716 
E] Salvador-..___- : 500 500 
Ethiopia. --___- : ib cbc date dante 40, 000 40, 000 
France _. - a ‘ stengeet~ ; hab aupoabinl : 142, 857 
Greece ScEeG ; 18, 063 
Guatemala. - 7, 704 
Honduras_ - - 2, 500 
Indonesia 143, 706 
Israel 36, 100 
ae 2, 014, 933 
Lebanon 50, 000 
Liberia 15, 000 
Luxembourg ‘ 50, 000 
Mexico Br) SAB asmces 

Netherlands ‘ ae ried en Roel 1, 052, 632 
New Zealand ‘ Seebbiackedsl 836, 850 
Norway. | 1, 725, 323 
Pakistan _ | 315, 000 
Panama nie hit nthieltilta deal : wonton causanline 
Paraguay ; 10, 000 | 10,0 
Saudi Arabia_ ‘stemeie x giacatenmealateiciais Asi 20, 000 20, 000 
Sweden _____- iid . ee etal 966, 518 322, 237 
United Kingdom of Great Britain and Northern Ireland ! cuistahat 26, 840, 002 26, 840, 002 
United States of America ! paeipmawnimaihicmamiatekanedins ; 92, 902, 615 92, 902, 615 
Venezuela.__.........__. ; sie 100, 000 100, 000 










TO oe nanwcs pce 140, 841, 894 139, 584, 168 





Nonmember states: 









Liechtenstein . 465 465 
Monaco. ..........--- . 4 1, 144 1, 144 
Switzerland. _.__.__. 5 out ah eccteanaiedl oe 313, 954 313, 954 
The Vatican __. sebiwenotihin ables ees sc Satan dle 10, 000 10, 000 
Vietnam ‘ . sasidee wahmaans 10, 000 10, 000 

Total_........ " Gkudanae i aaa : ¥ 335, 563 335, 563 

Grand total. ___.___..__---___-- vasasutentestimeniemadedstesnal , 4ultse |... ae 












| Previous contribution statements have shown pledges of $4,001,726 for Australia, $28,000,000 for the 
United Kingdom, and $162,500,000 for the United States. At the time these pledges were made the govern- 
ments concerned stipulated that payment of the full amounts was conditional upon certain matching 
contributions being received from other governments, and in the case of Australia and the United States 
upon certain percentage limitations. In this statement these amounts have been adjusted to refleet the 
maximum contributions of these governments in accordance with the terms of their pledges, on the basis 
of total contributions made by other governments to the program. 


What are the present unexpended balances in the UNKRA program? 
$5,076,503 as of January 31, 1957. 
When will the UNKRA organization be finally liquidated ? 
December 31, 1959 or earlier. 
When was the last obligation made for new projects? 
No new projects were approved subsequent to fiscal year 1955 program. 
Our understanding is that obligations for some projects in the fiscal year 
1955 program may only have been made in fiscal year 1956. 
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List or UNKRA Progects Not COMPLETED AS OF APRIL 1, 1957 


FISHERIES 
Fisheries rehabilitation 
Fishing boat construction 
Fisheries operational supplies 
Iceplant and fish market rehabilitation 
Fish canneries 
HEALTH, SANITATION, AND WELFARE 


Seoul Medical Center 

Swiss advisory group 

Orphanages 

Child welfare 

Tongnae Rehabilitation Center 

National vaccine laboratory 

National chemistry laboratory 

National chemistry and vaccine laboratories T. A.* (amended) 
Community coordinated development 


HOUSING AND INDUSTRY 
Pusan housing 
Korean housing 
Flat grass plant 
Kraft paper plant 
Puksan paper plant 
Samduk paper plant 
Wire plant 
Small industries loan fund 
Auto repair shops, Yongdong Po site, Pusan site 
Cotton textile—looms 
Flax, hemp, and ramie plant 
Cotton textiles—Opening and picking equipment 
Looms and auxiliary equipment 
Spindle conversion equipment 
Mungyong cement plant 
MINING 
Taejon laboratory 
Taechon-ni placer 
School metal mine 
Crystalline graphite mill 
Chungju iron mine 
Chungju tale plant 
Mine loan fund 
Coal mine development equipment DHCC 
Coal mine management 
Coal mine rehabilitation, technical assistance only 
Coal mine equipment—Private 
Coal mine equipment—Private (supplement) 
Mine examination and exploration, technical assistance only 
Equipment for examination and exploration 
Chang Hang smelter 
EDUCATION 
Fundamental education 
Teacher training 
Foreign language institute 
Vocational training center, Pusan 
Vocational training center, Taejon 
Vocational training building material and technical assistance 
Vocational training, Seoul electricity school 
Vocational training centers, Kyonggi-Kwangju-Yousu-Mokpo 
Construction of classrooms 
Repair, reconstruction and construction of schools 


Mr. Passman. Off the record. 
( Discussion off the record.) 


1 Technical assistance only. 





UNEXPENDED BALANCES AS OF JUNE 30, 1957 


Mr. Mitier. Mr. Chairman, it has occurred to me that we have had 
some difficulty in connection with the figures, which is natural because 
when these justifications were prepared it was only possible to give 
estimates as to what the situation would be at the close of this fiscal 
year 1957. The fiscal year will end next Sunday, and it would seem 
to me it would be desirable if the whole record could be revised or 
extended—I doubt we will have it printed before Sunday—so that 
instead of estimates as to ihexpeneel balances we could have the real 
figures. 

Mr. Passman. Will the gentleman yield? I sent a note to Mr. 
Murphy a while ago asking him to provide information as to the 
actual amounts for 1956 and 1957 and the estimate for 1958, in the 
terms of sums appropriated, obligated and expended, along with the 
balances. As far as the military portion of the program is con- 
cerned, it is now my understanding that this information cannot be 
so promptly provided. 

Mr. Murreny. That is right, and on the nonmilitary side as far as 
expenditures it would be an estimate, but we will know what the 
Mateos are in actual figures. 


Mr. Passman. Will you be able to provide the chart requested ? 

Mr. Murrny. Yes. 

Mr. Mixier. My point is not to attempt anything impossible or 
confusing, but before our record is printed if more correct data is 
available I think it would be desirable to edit the record and bring 
it up to date. . 

Mr. Passman. You have brought your estimate to June 30? 


Mr. Murruy. Yes. 

Mr. Miter. But we will be out of the fiscal year before this bill 
gets on the floor. 

Mr. Passman. Mr. Murphy, you think the estimates will hold firm 
just about as submitted ? 

Mr. Murpny. We think they are very close to what the actual figure 
will be. 

(The table referred to is as follows :) 
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MutTvau SEcurRITY 


Special analysis of military assistance, defense support, and economic and technical 
assistance appropriations 


{In millions of dollars] 


Appro- Appro- | 





| priation | priated | Pro- Expend- 
| request | by Con-| grams itures 
| | gress | 
| | | 
1956: | 
Military assistance ! ‘ $1, 442.2 |2$1,022.2 | $1, 352.1 | $2, 502.7 
Defense support-_- 1, 000.3 3 909. 2 1, 129.5 1, 282. 7 
Economie and technical 824. 1 4681.9 404. 1 | 412.2 
Preece | 3,266.6 | 2,703.3 | 2,885.7] 4,197.6 
1957: 
Military assistance | 3,000.0 | § 2,017.5 2, 213.0 2, 200. 0 
Defense support-.-. |} 1,130.7 | 1,161.7 1, 196. 1 1, 195.7 
Economic and technical 728. 3} 5587.4 | 624. 1 426.8 
PDE racdnwulendadusasee~ cade assandecvateun ...----| 4,860.0 | 3,766.6 | 4,033.2 3, 822. 5 
1958: 
Military assistance § 1,900.0 2, 400.0 2, 200. 0 
Defense support 900. 0 900. 0 1, 102.0 
Economic and technical 6 1, 064. 4 | 1, 135.8 | 609. 4 
Mek waconée oe il arial a lial — bd | 3, 864.4 4, 435.8 | 3, 911.4 


! Includes “Direct forces support.” 

? In addition $33.9 million unobligated and unreserved was continued available. 

3In addition up to $25 million unobligated could be continued available for ‘‘Defense support, Asia.”’ 
After the 1311 certification approximately $10 million unobligated was available 
me In addition $3.6 million unobligated was continued available for United Nations Relief and Works 
Agency. 

5In addition $195.5 million unobligated and unreserved was continued available for ‘‘Military assist- 
ance”’’ and $45.3 million unobligated for United Nations Relief and Works Agency. $95.5 million of the 
President’s fund for Asian economic development was continued available 

6 Estimated $500 million unobligated and unreserved for ‘‘Military assistance,’ estimated $23.8 million 
unobligated for United Nations Relief and Works Agency, and an estimated $30 million for Economic and 
technical assistance are being requested for reappropriation. $87.8 million of the President’s fund for 
Asian economic development is continued available. 


Mr. Mituer. Off the record. 
( Discussion off the record.) 


POSSIBILITY OF JAPANESE BUILDUP OF ITS MILITARY FORCES 


Mr. Mituer. Mr. Ford has discussed and we have had a good deal 
of information about the Japanese situation. Mr. Secretary, I would 
like, if you are in a position to do so, to have you give us this informa- 
tion. We all know that the Japanese people have a ver 'y substantial 
military potential both as to ground forces, navy, and air. We have 
had a demonstration of that within the memory of all of us. 

Apparently at the present time the Japanese Government is building 
up home defense forces to a certain extent, but I notice that they still 
devote only about 2 percent of their gross national production to de- 
fense. That is probably a minimum for almost any free country 

What are the prospects of Japan rearming herself be “yond a mini- 
mum police force and being a great tower of strength in this very 
critical area ? 

Mr. Roserrson. As you know, there is a very strong reaction on the 
part of the Japanese people against the militarist rule in Japan. 
Japan will not be able to build up its military forces to the extent that 
you speak of without changing their constitution. Such forces are 
prohibited in their constitution. 
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Mr. Miuter. I understood there were some treaty and constitutional 
provisions that would certainly militate against a rearmed Japan, nor 
would I like to see Japan armed to the extent that it was a threat to 
anybody. 

On the other hand, it seems to me they could be strengthened to a 
great degree over what is the present situation and perhaps stabilize 
the area to a greater extent with less expense to us. They seem to 
want us to withdraw from Okinawa, and so on. 

What is the prospect of their becoming strong enough so that we 
may withdraw ¢ 

Mr. Ropertson. May I go off the record? 

Mr. Mituer. Yes. 

( Discussion off the record.) 


IMPORTANCE OF UNITED STATES CITIZENS’ UNDERSTANDING OF MUTUAL 
SECURITY PROGRAM 


Mr. Miter. Mr. Secretary, the savings of defense dollars that go 
with this program is a matter of which I personally have been con- 
vinced, not only by the representatives of the State Department, but the 
Department of Defense as well. I think we are vastly adding to our 
own national security in a more economical way than we could pos- 
sibly do it otherwise. But, unfortunately, the facts of life being what 
they are, even though everybody on this committee might be con- 
vinced and, for that matter, everybody on the floors of the Congress 
might be convinced, if the American people are still opposed to the 
program, of course the program is going to come to an end before it 
will have a chance to complete its mission, no matter what we as indi- 
viduals may think about it. 

One of the things that disturbs me is the fact that there is so much 
distortion and misunderstanding of this program. It is still labeled a 
“oiveaway program.” 

For instance, you have developed a very fine presentation here in 
these volumes that are, I think, extremely well done, but they are 
secret. Our record will not be read by one-tenth of 1 percent of the 
population, no matter how much of it we are able to put in the printed 
record. 

There are constant programs going out over the national radio net- 
works. I refer to one of June 9, the Mutual Broadcasting System 
weekly broadcast of Dean Clarence E. Manion. I do not know if you 
are familiar with it. This was just this month. I will read the first 
three paragraphs: 

Actions speak louder than words. Deeds always silence the most convincing 
speech, even when the speech is made by the President of the United States over a 
nationwide hookup. 

Coming when they did, the evil deeds were as cruel as they were convincing. 
They hit President Eisenhower’s persuasive arguments with an impact that made 
mincemeat of everything he said on the subject of foreign aid. 

What was so loudly done on Formosa, in Lebanon, London, Tokyo, and else- 
where left the United States completely isolated immediately after the President 


had declared that in this tension-torn world we would not and could not go it 
alone. 


My point is this. In my opinion, it is equally important or perhaps 
more fundamentally important to have the American people under- 
stand this program. So much of this military aid, which is the larg- 
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est dollar part of it, is in their minds confused with not only defense 
support but they think it is for welfare programs all over the world, 
I believe many of our people do not understand the program. 

Somehow or other we have fallen down on that. I would like to 
read a portion of a letter that I received. This is not just from some 
nameless individual, but this gentleman is one of the leading citizens 
in my State. Because we have been talking about Cambodia, I would 
like to read this. 

Mr. Rosrerrson. Who is this? 

Mr. Miriurr. He is a highly thought of citizen in the State that I 
represent. I will not give his name. 

Mr. Rosertson. I do not want his name. I did not hear your iden- 
tification of him. 

Mr. Mitter. He has a great following and is a patriotic citizen. 
He happens to live in Baltimore. He writes: 

A Baltimore woman who runs a small silversmith shop has just been asked 
by our Government to go to Cambodia for 10 months to teach the Cambodians 
how to make silverware that will be acceptable for export to the United States. 
She is to have 2 months training in Syracuse, N. Y., before going. Of course, 
she is to receive a salary for her work plus all expenses for herself, her husband, 
and her child. How silly can we get anyway? 

That is his comment. There may be occasions when some of these 
programs that look silly on the surface have merit or maybe there 
are cases where they are to a certain degree misrepresented. But our 
people are disturbed and in turn they lose confidence in their repre- 
sentatives up here and very conceivably we could all be replaced the 
next time. It might be a service to the country, but it would not help 
the program. 

What is the answer to this Cambodian situation ? 

Mr. Roperrson. It sounds silly to me also. I do not know any- 
thing about it. 

Mr. Moyer. As all of you who have traveled in the area know, Cam- 
bodia is very good at certain types of silverware which they export. 
One of our projects is to help them develop handicraft products which 

can be exported and therefore earn more foreign exchange and make 
themselves more self-supporting 

It may sound silly to send somebody to Cambodia to help them on 
silver, but that is the reason. It traces back to earning more foreign 
exchange, which will help get Cambodia more and more off our list of 
countries requiring assistance. That is the background of this project. 

Mr. Mirier. I fully understand your thinking on this, but I am 
going one step further. That is this. Some of these things, though 
they may be justifiable if you knew all of the things that you people 
in ICA know, or even if the individual even knew as much as the mem- 
bers of this committee know, they might appear to be worthwhile. 
But, when they get back into the ‘form that they come in this letter, 
they may be hurting the program more. 

I think purchasers in the American market like bizarre and unusual 
things. When I traveled in the Far East and brought home silver 
trinkets, not from Cambodia, because they were not shooting there 
in those days, my wife and her friends liked the unusual rather than 
to have something that would be in line with American production. 
I do not know. I am not a silversmith, and will not argue the details 
of this. 
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I think, when you have programs like that, they ought to be either 
screened for how it is going to affect American public opinion or set 
up in some way where that is not the main mission of somebody going 
abroad, to do something that looks silly to the ordinary man on the 
street, since you do not have time to explain it to him. 

Mr. Rosertson. What you have said is what disturbs me most. I 
am perfectly certain that the American people do not realize what 
this mutual security program is. To judge the program by such a 
criterion as this is like burning down your barn to kill the rats. 

I am perfectly certain things are done in this program that we need 
not do, that there are certain inefficiencies, that there is a certain amount 
of waste. I think that is true of any operation of this kind. I think 
it was true of the Marshall plan. But the Marshall plan probably 
saved Europe from being taken over by the Russians at a most critical 
time, even though some of the money was, no doubt, wasted. 

The point is that if this program is not fundamental to maintaining 
the security of the free world in general and the United States in 
particular, we can save a lot of money, come on home and turn over 
the world to the international Communists. They will be delighted 
to take it. There is no doubt about that. 

To repeat, if this program is not essential to preserving all of the 
principles and ideals and the way of life upon which this country 
was founded, let’s give it up. If we cannot make a case for it on that 
basis, let’s not have it. 

Mr. Forp. Off the record. 

(Discussion off the record. ) 


UNITED STATES PUBLIC KNOWLEDGE OF MUTUAL SECURITY PROGRAM 


Mr. Passman. I do not agree that the American public is without 
knowledge of this program. Many of the people whom I represent 
do understand the program. They recall that when the program 
was started in 1948 there were but few who would predict it would 
continue for 5 years or that it might cost the staggering total of $15 
billion. They are also aware th: at the program was expanded from 
17 nations to 21, to 32, to 39, to 48, to 54, to 59, to 61, and then last 
year to 66 nations receiving some type of aid out of the overall program. 

The people also recall reading in the press, year in and year out, 
where witnesses before this committee state that a firm program, which 
has been reevaluated and, through experience, is known to be correct 
this time, is being presented. They recall, too, criticism of certain 
Members of Congress for recommending certain reductions. Then, 
they follow the news releases a year later and learn that the wit- 
nesses who made a sound case that their requests represented the very 
lowest amounts to permit effective operation of this new, revised, and 
reevaluated program were unable to obligate five to six or seven 
hundred million dollars of the funds appropriated for the year. 

The American people cannot be blamed for regarding this as a 
waste program. 

I have been in many of the nations which are receiving aid, and I 
know from personal observation and knowledge and experience that 
there is a tremendous amount of waste involved. I think it would 
contribute to improvement if we should admit mistakes have been 
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made and that much money has been wasted. I think we would get 
along much better with the program if we should recognize that it is 
built from the bottom up, and not from the top down. 

We are creating in these nations two important missions, a mili- 
tary mission and an economic and technical aid mission. ‘These peo- 
ple frequently build up inflated cases almost impossible to penetrate, 
and the Department heads almost necessarily follow their recom- 
mendations. 1! think this situation largely accounts for the fact that 
we have been appropriating more money than actually needed for 
the program. 

Mr. Mixxer. I do not know whether my position is entirely dia- 
metrically opposed to that of the chairman, because I believe we 
think alike on many things. However, I have the feeling that many 
Americans who, if they knew or if they believed that the bulk of this 
money was paying for our own self-interest and the most economical 
way to protect our land and the freedom of ourselves and of the 
world, they would not be against the program but, on the other hand, 
because of something like a silversmith, which strikes them as silly, 
they group the whole program and oppose it when actually they might 
be the first to defend a lot of the program if they actually understood it. 

I will give one more example and then I will have done. A distin- 
guished surgeon I know, whose patriotism and wishes for the world 
are on the highest plane, a fine American and a fine physician, a couple 
of years ago was out in India. He had been called out there to operate 
on some important patients. 

He came back bitter about our program. One of the things that 
had annoyed him was that he found we were out there or that there 
was somebody out there under the foreign aid program making a study 
of the sexual habits of East Indians—a sort of a boondoggle program. 
He came back disillusioned because we were spending money sending 
over there to gather data which might have sociological value but it 
is hard to convince a man on the street that his tax money ought to be 
spent on things like that or that it has any impact on the overall 
defense of the country or the free world. It may have, but I cannot 
follow it. 

Mr. Gary. Did you hear Mr. Howard Smith’s speech on the floor 
in regard to some bulletin issued by the Department of Agriculture, 
T think, on the sexual habits of the skunk ? 

Mr. Mirxer. I heard reference to it. 

You gentlemen should bear in mind that the support of the man on 
the street is as important in the overall picture as the support of the 
soldier in the frontline. I think every project should be scrutinized 
from that point of view as well as from the standpoint of whether or 
not it contributes to the program. 

Mr. Rosertson. I could not agree more, because if the man on the 
street does not support the program, you will have no soldier in Korea. 
As for the man on the street he should know, if we had American 
soldiers in Korea today in the number of 700,000, it would cost 
America $4.5 billion for that one area alone, which is more than the 
total mutual security program requested for the world. 

Mr. Wiecieswortn. That is a fine example of what you have been 
trying to say in respect to all these countries. 





Mr. Ropertson. Yes, but the reason I say Korea is because we have 
a war there interrupted only by an armistice, our enemy is armed to 
the teeth a few miles north of us. 

As long as he is so armed and so long as we are unwilling to turn 
over South Korea to him, then we have to use something for troops. 
What we have done is train a Korean army and have brought our 
boys home. We have only two divisions left in Korea now. 

So I submit if American strategic interests are involved in Korea 
we have no alternative to defending them. And if they are not in- 
volved in Korea, then the time to have decided that was in 1950 before 
we had inflicted upon us 142,000 casualties and had spent some $18 
billion of our treasure. 

Mr. Mutter. Mr. Secretary, I agree with you 100 percent on that 
part of it. From the military standpoint I do not have any argument. 
T agree with the policy of the Defense Department. 

But that still would not make it wise to misspend even small sums 
such as the cost for a silversmith. 

Mr. Rosertson. Don’t misunderstand me, I think we ought to cut 
everything that is nonessential. 

Mr. Mitier. That is the point I wanted to make. 

Mr. ALExANDER. Would the gentleman yield? 

Mr. Mitier. Yes. 

Mr. ALtexanper. How are we as a committee, the Appropriations 
Committee, going to cut out these cancerous-type programs when we 
are not given more than just an illustrative way as to how the programs 
are going to be administered ? 

Mr. Roserrson. I do not know anything about these two items. I 
did not understand who you said was paying for this sex program in 
India. I never heard of that one before. 

Mr. Mriuer. I only heard it from this reputable traveler who usually 
has his facts right. It was 2 years ago. I do not know under which 
program it was carried out, I would like to find out. 

Mr. Ropertson. I would, too. I do not think it was under any 
mutual security program. If it was, it had no business there. 


REASON FOR HANDICRAFT PROGRAMS 


Mr. Moyer. I am sure this committee realizes it is not easy to make 
decisions on some projects, the handicraft project, for instance. What 
help we are giving through the silversmith, I am not familiar with in 
detail. 

In general, at the request of some countries, we sent specialists in 
handicraft. Big industry is out for many countries. They are not 
prepared for big industry. One think they can do is handicraft. A 
number of people felt that this is one way they can make progress. 
T have had, I believe, two phone calls on this project wondering why 
we were not moving faster; they thought we were moving too slowly 
on this handicraft program. 

I give that to illustrate that it is not easy to make a decision like 
this. Different people see them differently. 

Mr. Miike. Thank you, that is all. 


Mr. Passman. You have made a fine contribution. 
Mr. Gary? 





Mr. Gary. Off the record. 
(Discussion off the record.) 
Mr. Passman. Mr. Alexander ? 


JAPANESE ATTITUDE TOWARDS UNITED STATES 


Mr. Auexanpver. Mr. Secretary, we conquered Japan a little more 
than 10 years ago, and prior to that time I am sure that they had 
built up great antagonism and hatred among their people toward the 
American people. 

What is the feeling now with reference to the American soldier in 
Japan? 

Mr. Roszertson. Well, I think that the Japanese people generally 
are friendly to America. They are a friendly people. The Commu- 
nists in Japan, however, have kept up a constant campaign trying to 
cause bad feeling between Japan and the United States, and I think 
they have been able to engender some anti-American sentiment. 

For instance, we wanted to extend one of our airfields to accommo- 
date jet planes and we had to give up the project because the people 
in the neighborhood were very much opposed to it. 

Mr. Atexanver. That is, the Japanese people were opposed to the 
expansion of the airfield ? 

Mr. Rosertrson. Yes, sir; in that area. They would go out and 
form human chains to block operat oe 

As I said before, I think the Japanese people generally are very 
friendly to the United States, but you cannot ignore this articul: ate, 
hostile element, because they will continue to do everything they can 
possibly do to cause bad feeling between our two countries. It is just 
a part of the overall objective of international Communists propa- 
ganda. 

Mr. Arexanper. Is it becanse of the fact that our soldiers are draw- 
ing much higher salaries and can live at a much higher standard of 
living and spend their money freely in those countries? What effect 
does that have on the antagonism ? 

Mr. Ropertson. That is a problem not only in Japan and in Taipei 
but in every country in the world where we he ave American soldiers in 
any number. We had a similar problem in Germany—tremendous 
criticism and marked anti-American feeling in the areas where we 
had large forces stationed. We had it in Iceland. You can even 
go back to World War IT to the situation which existed in Australia 
back in 1943 and 1944. Here was a nation of the same racial stock 
that we are, and there was a great deal of anti-American feeling on 
the part of the man on the street in Australia in 1943, even though he 
realized that we were his prime ally in protecting his country from 
the Japanese. 

This is a situation which appears to exist wherever we have Ameri- 
can forces in any number. 

When we send our soldiers abroad we do not try to bring their 
standing of living down to the low standards of living that exist 
throughout the Far East, for instance. It is bad enough on these 
boys having to go away from home to serve in these far away lands 
in the first “pli vce. And certainly we have obligations to them to see 
that when we do get them there, that they have some of the basic com- 
forts they enjoy : at home. 
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NEED FOR MUTUAL SECURITY PROGRAM 


Mr. ALexanveER. What is the effect for our good of our very benev- 
olent giving of our aid and assistance on the people in these areas? 
Does the fact that we are giving more money make more friends for 
us / 

Mr. Rosertson. Well, I do not agree with you, Mr. Congressman, 
that this is a benevolent enterprise for us. I do not think we are just 
being humanitarian and benevolent in these programs. I think that 
in the world in which we live today we are stripped down to the funda- 
mentals of trying to preserve the kind of world that we want to live 
in. And we must have allies if we are to win in this struggle against 
the international Communists, ; 

Mr. Arexanper. Is it not your feeling, Mr. Secretary, that we are 
not working for peace just today? We are working on a longer range 
and unless we have the vast majority of the people in a country 
friendly toward the philosophies and friendly toward the type of 
thing that we are trying to do, irrespective of what we spend, we are 
not accomplishing anything? 

Mr. Roszertson. That is right, but I think we are succeeding. 

Mr. ALExAnpeER. Is it not your theory, though, that we are not nec- 
essarily trying to win friends, if I understand what you were saying, 
then are we not making a mistake? 

Mr. Rosertson. I did not say that we were not trying to win friends. 

Mr. Atexanver. Perhaps I misunderstood you. 

Mr. Ropertson. You did misunderstand me. I said I did not think 
this was just a benevolent, humanitarian, effort on our part. I think 
our own self-interests are involved, and I think that these people con- 
tribute very importantly to the defense of the free world, which is 
another way of saying “to our own defense.” 

I think these 1.8 million native troops that exist in the Far East 
make a very important contribution to the defense of this country. 

Mr. Gary. Will the gentleman yield? 

Mr. ALExANpER. Yes, sir. 

Mr. Gary. It is also true in that connection that if we did not have 
these foreign troops, we would have to send our own troops over 
there, and that would stir up even greater feeling against us? 

Mr. Ropertson. Yes. 

Mr. Gary. The more of our own troops we have stationed in those 
countries, the more animosities we are likely to generate ? 

Mr. Rosertson. Absolutely. 

(Off the record. ) 

(Discussion off the record.) 

Mr. AvexANpER. We have the lion by the tail, so to speak, in all 
of the countries of the world, and perhaps more than the economy of 
this country will bear over the long run. 


EFFECT OF SENATE REDUCTIONS IN AUTHORIZATION BILL 


With that in mind, and if in the wisdom of the Congress, it should 
decide to curtail some of these things in the Far East, what portions 
of these programs—umilitary, economic, special assistance, and so 
forth—in your opinion could be cut ¢ 
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Mr. Rosertson. I think it is cut to the bone now, when we look at 
these countries on a country-by-country basis. 

Mr. Atexanper. But, if the Congress thought differently, would 
not your opinion help us in trimming some of this ? 

Mr. Rosertson. We of course will have to cut our garment to the 
cloth. We cannot possibly spend any more money than is appropri- 
ated by the Congress. So, if you cut the program in half, you are 
going to get half a loaf. The point I am trying to emphasize, Mr. 
Congressman, is that these programs were not put in here capriciously. 
I will say, and I hope you will let me take this opportunity of saying, 
something about our concern over the cut which was authorized in 
the Senate on defense support. 

If I remember correctly, the military figure was cut $100 million, 
from $1.9 billion to $1.8 billion. The defense support was also cut 
$100 million, from $900 million to $800 million. The military aid cut 
represented a 5 percent cut; the defense support cut was 11 percent. 
The reason we in the Far East are so much concerned about this is 
that 74 percent of this total defense support is applicable to the Far 
East, and I do not believe it has been misunderstood by the people 
who did it. But what I want to point out is that you cannot equate a 
cut of $100 million in military hardware with a cut in defense support 
of $100 million. 

In the first place, the defense support cut is more than twice as big. 
But the principal reason is that the only way you can safely cut defense 
support in little countries like Korea, Vietnam, and Taiwan, is to cut 
the size of the armies. For instance, military support consists prin- 
cipally in furnishing military hardware. Now, han you cut down 
on military aid, you are cutting down on the amount of hardware 
that can be made available, but when you cut down on defense sup- 
port, you are cutting down on the funds that are necessary to maintain 
an army of the same number of troops which would have been main- 
tained if you had given them more military hardware. If we have to 
absorb most of this cut, I do not know what the effect will be in Viet- 
nam, Taiwan, and Korea. 

Mr. PassMaAn. Will the gentleman yield ? 

Mr. ALExANpveER. Yes, sir. 


FAILURE TO OBLIGATE FISCAL YEAR 1957 MILITARY ASSISTANCE FUNDS 


Mr. Passman. Mr. Secretary, the Department last year requested 
of the Bureau of the Budget for military aid for the worldwide pro- 
gram a total of $3 billion. 

At a subsequent date, the Congress appropriated approximately $2 
billion. Members supporting the reduction were charged with having 
destroyed the program. Now, based upon the testimony to date, it has 
been established that only $1.5 billion could be obligated and that 
there will be $500 million unobligated. This indicates that those 
responsible for formulating the program requested of the Director of 
the Bureau of the Budget twice the amount actually needed for the 
program. 

Mr. Rogertson. Which program are you talking about ? 

Mr. Passman. I am speaking of fiscal 1957. 

Mr. Rosertson. Which program are you talking about ? 

Mr. PassmMAn. The military aid program. 
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Mr. Rosertson. The military program? I will have to refer you 
to Captain Robbins for that. : 

Mr. Passman. You are a very terrific witness, and we are always 
happy to have you here. The committee holds you in very high 
esteem, but we do have to take into account that as recently as last 
year the fact that the Department asked the Bureau of the Budget 
for $3 billion for military aid and the Congress appropriated, in 
round figures, $2 billion. Now, at the end of the fiscal year, it is 
estimated that only $1.5 billion can be obligated and that $500 mil- 
lion will revert to the Treasury if not reappropriated. The request 
was just double the amount needed. A strong case was made to justify 
the request. The program, it was said, had been completely over- 
hauled, reevaluated, and the needs were known. I mention this be- 
cause I know that my colleague is sincere, and he wants to find out if 
there is going to be some reduction by the committee. Can you in- 
dicate whether the reduction could be made, and where, to have a 
minimum of adverse effect ? 

Mr. Rosertson. Just to get the record straight, I greatly appreciate 
sincerely what you said about me, and I can assure you that I hold 
this committee in the highest regard. I know you are as much in- 
terested in doing what you think is best for this country as I am in 
advocating this program as being in the best interests of the country. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Roserrson. However, I have never testified as to the magnitude 
of the military program because I am a layman and I have never 
attempted to determine the military needs. I just want to keep the 
record straight. The military program has always been presented 
by the military. 


NECESSITY FOR MUTUAL SECURITY PROGRAM IN FAR FAST 


Mr. Arpxanper. Mr. Secretary, in the Far East is the necessity 
for the program increasing, or about stable, or will it increase in de- 
mand for assistance and money ? 

Mr. Roserrson. Well, you will note, as has already been noted by 
Congressman Wigglesworth, there are decreases this year over last 
year. We are hoping that if we can help these countries stabilize 
and develop their own economies, we can be relieved of this burden 
to an increasing extent. 

Mr. Atexanper. How soon do you think in the Far East we could 
be relieved of the program ? 

Mr. Ropertson. I cannot say how soon, because we do not call the 
tune in the Far East. It depends upon the Communists. If we had a 
peaceful Red China in the Far East, we would still have a great many 
problems, but they would be tremendously simplified. Take the ques- 
tion of Korea, which is the largest program we have. I will tell you 
what the situation is in Korea. The Communists are north of the 38th 
et with 700,000 crack troops. They have brought into North 

orea hundreds of modern planes, about 70 percent of which are jets. 
They have modern artillery. We have below that line approximately 
700,000 Korean troops and two American divisions. You can tell me 
as easily as I can tell you to what extent we can afford to let down 
our military capabilities in the face of that threat. 

When you come to Taiwan, we are supporting an army there of some 
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400,000 Chinese troops. We have practically no American troops in 
Taiwan. However, across on the mainland the Chinese Communists 
have just completed 10 modern airfields to accommodate jet planes, 
and they have hundreds of jet. planes stationed there. They have in- 
creased their gun emplacements around Amoy, and they are threaten- 
ing to use force in the Taiwan strip. 

ow, to what extent can we cut down our military defense of 
Taiwan? 

I can tell you I do not think we can afford to cut it down at all. 

We go on down to Vietnam, which is another one of our big pro- 
grams. We are helping to support Diem’s army there of 150,000 
troops. North of the 17th parallel, however, there are some 350,000 to 
400,000 crack Vietminh Communist troops, trained, equipped, and 
Epon by Red China. 

To what extent can we cut down on the defense of South Vietnam 
when they are now outnumbered more than 2 to 1? 

I will tell you I do not think we can afford to cut them down at all. 
If Congress does not appropriate the money to maintain these Asian 
troops at tremendous savings to us, whatever the costs; if you assume 
we do not have a strategic interest. and therefore refuse to appropriate 
the money to support these forces, we will have to cut them down, but 
we cut them down, in my opinion, at the risk of our own security. 

Mr. WiceteswortH. Those three countries you just named account 
for more than $1 billion out of the $1.3 billion you request ? 

Mr. Ropertson. Yes, sir. Most of the money requested for the Far 
East goes to these areas where the Communist threat is the greatest. 
You asked to what extent we can cut down. I do not think we can 
afford to cut down at all. We talk about the waste in this program. 
1 will certainly be the first to say in conjunction with my friend, Mr. 
Passman, over here, that there is in all probability some waste in this 
program, as there is waste in every program conducted on any such 
scale as this. I doubt if there is a program for which Congress makes 
any appropriation that cannot be better implemented than it is being 
implemented, but just because we have things that need correction, do 
not let us say we cannot have a program because some of the things 
about the program go wrong. 


RED CHINA’S DEPENDENCY UPON RUSSIA 


Mr. Arexanver. With reference to the situation in the Far East 
where Red China is so strong because they are on our perimeter of 
defense, is there a great danger of them overrunning and taking our 
equipment to any large extent ? 

Mr. Ropertson. Red China today is dependent upon Moscow for 
approximately 95 percent of its modern war material. That very fact, 
and one of the criticisms of our China policy is that we throw these 
two Communist brothers together and make them more and more de- 
pendent upon each other—is one of the greatest guarantors of peace 
in Asia. Being thus dependent, the Red Chinese cannot venture on 
a major aggression without a green light from Russia, and Russia 
cannot grant her powerful ally a green light where she has to supply 
about 95 percent of all the things she needs to carry on the aggression 
unless Russia is satisfied with the conditions that exist in Eastern 
Europe, the Middle East, and throughout her area of responsibility 
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in the world. So that very fact in my opinion makes it absolutely 

necessary, as long as the Red Chinese are a hostile, aggressive, and a 

threatening force, that we do nothing to build up their warmaking 
otential. 

That is the reason why I, for one, would like to make them 100 per- 
cent dependent upon each other. If there were a complete embargo on 
Red China on all kinds of trade, strategic and so-called nonstrategic, 
I, for one, think that would be to our interest. Red China is looking 
not at this year, or next year, or 5 years from now, but to the future, 
and she is very anxious to build up her industrial machine so that she 
can supply her own war material. And anything that builds up her 
industrial base increases her warmaking potential, so long as they are 
hostile and aggressive, and threatening the friendly worid, I think is 
contrary to our interest. 

Mr. Auexanper. In your opinion, is Red China making progress 
comparable to the nations that we are supporting ? 

Mr. Rosertson. No. She has tremendous internal difficulties. Off 
the record. 

(Discussion off the record.) 

Mr. Atexanpver. Off the record. 

(Discussion off the record.) 

Mr. ALexanprer. I want to commend you on your frankness. I think 
you made a very fine presentation. 

Mr. Roserrson. Thank you. 

Mr. Passman. Thank you, Mr. Secretary, and other members of the 
official family with you. I want to apologize for these lengthy meet- 
ings. I have mentioned this before, but not to the same group. We 
received this request very late in the year, and we need to conclude 
hearings within another 2 weeks. In order to accomplish this objec- 
tive, it is necessary to remain in session until we complete a particular 
category. 

Mr. Roserrson. Off the record. 

(Diseussion off the record.) 

Mr. Passman. The committee will recess until 10 a. m., tomorrow. 


Fripay, J UNE 28, 1957. 
LATIN AMERICA 
WITNESSES 


WILLIAM P. SNOW, DEPUTY ASSISTANT SECRETARY, INTER-AMERI- 
CAN AFFAIRS, DEPARTMENT OF STATE 

ROLLIN S. ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN AMERI- 
CAN OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 

COL. THOMAS B. HANFORD, USA, REGIONAL DIRECTOR, WESTERN 
HEMISPHERE, ISA, DEPARTMENT OF DEFENSE 


Mr. Passman. The committee will come to order. 

Present, this morning as our first witness is the Honorable William 
P. Snow, Deputy Assistant Secretary, Inter-American Affairs, De- 
partment of State. 
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Mr. Secretary, do you have a general] statement which you wish to 
present ? 

Mr. Snow. I do, sir. 

Mr. PassMan. You may proceed. 


StaTeMENT oF Deputy Assistanr Secrerary oF Stare ror INTER- 
AMERICAN AFFAIRS 


Mr. Snow. It is a pleasure to have this opportunity to appear be- 
fore you in support of the proposed mutual security appropriations 
for Latin America for fiscal year 1958. The program is one in which 
I have a strong belief because of the real advances it has made possible 
in the economies of the Latin American countries and the support it 
a afforded us in developing and maintaining cordial relations with 
them. 

_ Before going into the figures, I would like to describe briefly the 
situation in this area. We are trying to build firmly so that the strue- 
ture of our relations will withstand the test of time. 

In the Organization of American States we have a body of which 
we and our Latin friends are justly proud. Here we sit down and 
openly and freely discuss our mutual problems in the political, 
economic, and other spheres. This is a structure through which we 
have set an example the rest of the world might care to follow. 

This is but one part of the picture, however. In our bilateral re- 
lationships with each of the countries of this hemisphere we are striv- 
ing to assure prosperity and stability, not only in their interests, but 
in ourown. Latin America is ina stage of transformation and growth. 
The area is experiencing varying degrees of economic and social 
change. The forces behind these developments have culminated in an 
intense desire among the people to achieve a better and more secure 
existence. The desire for economic development and diversification 
of the economy is deep rooted and strong. They are a proud people 
with a determination to be self-reliant and free. 

It is in our best interest to support them in these aspirations. Jus- 
tification of our help does not depend upon humanitarian considera- 
tions alone, although these are certainly present. 

On the political side, we are doing all that we can to develop the 
friendliest possible relationships and to encourage and bring about an 
understanding of and support for United States policies, both in this 
hemisphere and elsewhere in the world. 

On the economic side, we are trying to develop and strengthen the 
two basic and fundamental pillars on which any strong economic 
structure is built. The first is trade. The two-way flow between the 
United States and Latin America is our largest, except for Canada. 
This flow now totals approximately $3.75 billion each way. We feel 
that, by developing access to their products, the Latin Americans 
can provide economic stability for themselves and well-being for their 
people. At the same time we will, of course, develop partner rela- 
tionships and customer relationships that are in our own self-interest. 

In the second place, there is the very basic principle of economic 
relationships known as private investment. About 35 percent of all 
United States direct private investment abroad is in Latin America. 
This is valued at over $6 billion. Outside of Canada, it is the area in 
which United States investors have placed the most reliance. 
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Trade and investment thus play an unusually important role in 
the dynamically expanding economies of Latin America. As part of 
this relationship, we obtain certain very important products and they, 
additional consumer goods for their people, as well as capital equip- 
ment and supplies so essential to their economic development. 

It continues to be our strong conviction that the aspirations of these 
countries to better the condition of their people can best be fulfilled 
through United States support of these two basic relations, which en- 
courage free enterprise as opposed to restrictive concepts of statism 
and elaborate governmental controls affecting national economies. At 
the same time. while relying mainly on them, we recognize that there 
is at present a gap which needs to be filled. 

There is need for sound, long-term official loans in the public sectors 
like health and education and extending into agriculture and other 
fields. The Congress and the executive branch have cooperated to 
make this available. We have told the peoples of Latin America that 
we shall do our best, through the Export-Import Bank to satisfy their 
needs for sound development where capital is not available from 
private sources. 

From the proceeds of the sale of United States surplus agricultural 
commodities, we are making local currency loans. 

There will also be access to the new development loan fund, if Con- 
gress approves this proposal. 

We recognize that there are bona fide emergencies that arise in an 
area as large as Latin America which require resources and expendi- 
tures over and above those which the individual country is capable 
of providing. In such cases we have stood, and continue to stand, 
ready to help Latin American countries through these emergencies 
by extending grant aid. 

Finally, there is the gap in the field of technical knowledge. The 
Latin Americans have recognized the value of our know-how and 
experience and have sought our cooperation in making these available 
tothem. We have been pleased to be able to make such a contribution 
to stronger, more self-reliant, and durable national economies. 

In order to effect our policy, we need to fill the gap that I described 
earlier. I think that the amounts of money we are requesting under 
the mutual security program this year for Latin America might be 
called the irreducible minimum in order to achieve our goals. We 
are proposing a program which includes the following requests: $35 
million for bilateral technical cooperation; $1.5 million as the United 
States contribution to the technical cooperation program of the Or- 
ganization of American States; $32 million for special assistance; 
and $26 million for military assistance, making a total of $94.5 
million. 

Let me now turn briefly to each of the parts of the program in Latin 
America. 


1. BILATERAL TECHNICAL COOPERATION PROGRAM 


With the signing of a general technical-cooperation agreement with 
Argentina on June 3 of this year, we have now been asked to under- 
take these programs in all 20 of the Republics of Latin America. The 
programs are embarked upon at the request of the other governments, 
who ask for our cooperation in specific programs of technical assist- 
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ance and offer to pay their fair share of the cost. They are not really 
our programs so much as our contribution to the other country’s 
effort in the technical field where the objective sought coincides with 
our own interests, the assistance can be well and effectively used, and 
it is within our budgetary capacity to provide. We believe that these 
programs have made a real contribution to economic development 
and fully justify their cost to our Government in terms of funds and 
manpower. This belief is confirmed by the continuing and intensi- 
fied interest of the Latin American Governments in this help and 
their asking that it be diversified. 

The request for $35,000,000 compares with last year’s request for 
$32,350,000 and an operational level of $31,700,000. I fully support 
this increase, which I believe desirable. The programs and projects 
have been carefully drawn up in the field and screened in Washington 
against the criteria and general standards mentioned. An appropri- 
ation of this amount will serve the best interests and objectives of 
United States foreign policy in Latin America. 


9 


2. CONTRIBUTION TO TECHNICAL COOPERATION PROGRAM OF THE OAS 


Among multilateral aid programs, I believe the effort of the 21 
American Republics is outstanding. These nations comprise the 
Organization of American States. This is the body, through which 
we conduct all our multilateral relations in this hemisphere and it is 
an organization, as I:said above, in which both we and the Latin 
Americans have great confidence and pride. 

This body has a technical-cooperation program supported by all 
members and the program has had our full support since its inception, 
It is considered an important aspect of United States policy toward 
Latin America. 

The purpose of the program is to train, at centers in Latin America, 
specialists from all the American Republics, who are then expected 


to return to their own countries and put to use the training they have, 


received as well as impart it to others in their homelands. The pro- 
gram consists entirely of regional projects for the benefit of all. 

There are six such projects now operating and there is no duplica- 
tion with the other programs of the United Nations or our own bilat- 
eral efforts. On the contrary, they complement each other. 

Apart from the economic benefits to be derived from this program, 
there is an important byproduct. In this multilateral program, the 
21 American Republics are finding still another opportunity for all 
of them to cooperate; it is accustoming the peoples of the Americas 
to work together for common goals; it breeds understanding and unity 
of purpose. : 

Perhaps at no time in our history has it been more important for 
the United States to encourage nations of the Western Hemisphere to 
continue their effective participation in this regional organization. 
This importance was publicly expressed by President Eisenhower 
when he called the meeting of American presidents at Panama in 
July 1956. The result was the formation of the Committee of Presi- 
dential Representatives, on which Dr. Milton Eisenhower headed the 
United States delegation. This body has prepared concrete recom- 
mendations to make the Organization of American States an even 
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more effective instrument. One of its desires is to see the technical 
cooperation program of the OAS made even more responsive and 
dynamic. 

I wish to endorse the request for $1,500,000 as our contribution to the 
1958 technical-cooperation program of the Organization of American 
States. We propose again to limit our pledge to 70 percent of the 
total contributed by all participating governments. 


3. SPECIAL ASSISTANCE 


We feel it necessary to ask for special assistance funds to meet seri- 
ous emergencies. Such is the nature of the help we are extending to 
Bolivia and Guatemala at the present time and extended to Haiti fol- 
lowing Hurricane Hazel. While recognizing that unforseen political 
or economic emergencies or natural disasters may occur in Latin 
America, we believe that most of these can be met and surmounted 
by the countries themselves. In fiscal year 1957 we currently believe 
that grant aid will be necessary only in the cases of Bolivia, Guate- 
mala, and Haiti. 

BOLIVIA 


The United States program of emergency economic aid to Bolivia 
dates back to the fall of 1953, and has averted threatened economic 
chaos. The Bolivian Government was able to achieve sufficient politi- 
cal stability to hold free elections in June 1956, as a result of which 
the Government is more solidly based on popular support. This, in 
turn, enabled the new administration to undertake, with United States 
advice and support, a program of economic stabilization looking 
toward reduction of the country’s rampant inflation and the reestab- 
lishment of conditions favorable to normal productive activity. In 
spite of the great risks involved, this stabilization program ‘was in- 
itiated in December 1956, and up to the present has shown promising 
results, chief among which are the elimination of contraband exports 
of foodstuffs, the strengthening of the local currency and the improve- 
ment of the agricultural industry. 

Nevertheless, ultimate success of the program will call for continued 
courage of the same high order as that displayed thus far by the peo- 
ple and the Government of Bolivia. Continued United States counsel 
and support are essential during this critical period. 


GUATEMALA 


Funds have been provided since fiscal year 1955 to assist the ‘anti- 
Communist government of Guatemala in overcoming obstacles inher- 
ited from preceding governments; in developing the country’s econo- 
my; and in improving the living standards of its people. Immediate 
objectives have been met in that improvement in the economic and 
financial situation is visible and the unemployment crisis which faced 
the new government has been relieved. Only limited improvement is 
yet apparent, however, in the living standards of the average man. 
The government must continue road building and agricultural devel- 
opment programs. I consider it to be in the United States national 
interest to provide Guatemala with an additional modest sum of 
grant aid in order to assist it in providing visible evidence of economic 
development under a democratic government. 
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HAITI 


The political and economic situation in Haiti has deteriorated to 
such a degree that any continued downward trend could result in 
collapse. During the first. 5 months of 1957, successive interim govern- 
ments have been faced with the threat of complete financial break- 
down. It is estimated that there will be a substantial balance-of-pay- 
ments deficit for the fiscal year ending September 30, 1957. A bad 
coffee crop and a drop in tourism are the principal reasons for the 
dollar deficit, but a lack of fiscal controls, the large foreign debt, and 
a fast-growing population are contributing factors to a generally diffi- 
cult situation. 

Special grant assistance will be needed, but should be related to a 
program of stabilization to support the Haitian currency and to assure 
minimum import requirements, which may embody help from the 
International Monetary Fund and private banks and should be sub- 
ject to adequate controls to assure its efficacy. Local currency de- 
veloped from the dollar grant would be utilized for such Haitian 
projects as may be determined to have highest priority in the economic 
rehabilitation of the country. 


4. MUTUAL DEFENSE ASSISTANCE 


Geographic proximity alone requires that we take Latin America 
into consideration in planning for our own defense. But the reasons 
are more compelling than geography. The United States and the 
other American Republics have become dependent upon each other 
for a large volume of materials essential to their security and well- 
being. During World War II we kept this flow open with our own 
Navy, with some assistance from Latin America. It is our objective 
through this program to enable our Latin American neighbors to 
assume an increasing responsibility for the defense of these routes 
of communication. We also seek to help them be better able to dis- 
charge their responsibility for the protection of sources of supply in 
Latin America. Considering that Latin America is over three times 
as large as the United States in area with a population greater than 
the United States, that its coastlines are more extensive than ours, 
and that some of the world’s principal routes of communication run 
through the area, this is a task of no small proportions. 

Our sister republics are bearing the maior share of the cost of their 
defense establishments. They are spending approximately $1.4 bil- 
lions annually for maintenance of their military forces as opposed 
to an average of some $25 millions that the United States has recently 
been providing annually on a grant basis. The appronriations request 
for the coming fiscal year is for an additional $26 million. Although 
our contribution is small in comparison with their own, its provides 
tangible assurance that adequate attention is given to areas essential 
to mutual defense. 

There is an additional point T wish to make. Latin Americans often 
do not have the funds readily available to pay cash for military 
equipment, and have therefore either urged that the United States 
provide the equipment on a grant basis or have gone to supnliers in 
other areas of the world which could offer credit terms. The De- 
partment of Defense is requesting an appropriation for the specific 
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urpose of financing credit sales of military equipment and by amend- 
ing section 103 (c) of the act to permit the use of repayments for the 
urpose of financing further credit sales. So far as Latin America 
is concerned we do not envisage that this will require in excess of 
$35 to $50 million for the coming year but it will give us the means 
of operating an effective and orderly military sales program. We 
fully expect, and our experience to date on the few military credits 
that have been extended would confirm, that such military credits 
will be repaid. 
Mr. Passman. Thank you, Mr. Secretary. 
Also with us is Mr. Rollin S. Atwood, regional director, Office of 
Latin American Operations, International Cooperation Administra- 
tion. Mr. Atwood? 


SraTEMENT OF Recionat Director, Orrice or Latin AMERICAN 
Oprrations, ICA 


Mr. Atwoop. It is indeed a pleasure to appear before the Foreign 
Operations Subcommittee of the House Committee on Appropriations 
in support of the mutual security program in Latin America. 

The program for Latin America is made up of four distinct, al- 
though closely related, activities: (1) Technical cooperation for which 
$35 million is requested; (2) special economic assistance for which 
$32 million has been programed for fiscal year 1958; (3) military 
assistance for which $26 million is requested; and (4) the United 
States contribution to the technical cooperation program of the Or- 
ganization of American States for which $114 million is requested. 

There are other activities within the total mutual security program 
which operate in and affect the Latin American program such as the 
atoms for peace program, the loan component of local currency re-~ 
ceipts from agricultural sales under Public Law 480 and the develop- 
ment loan fund requested for the first time this year. 

I shall limit my remarks to the technical cooperation program and 
to the special economic assistance which has been programed for 
Latin America. 

The technical cooperation program which has been carried on joint- 
ly with our neighbors in this hemisphere has become quite well known 
during the last 15 years. From a relatively small program carried 
on by the United States during World War II, it has slowly but 
steadily developed into a jointly operated and jointly financed techni- 
cal cooperation program of considerable magnitude. These charts 
show the extent of the participation of the United States and of the 
host governments and, where available, it is broken down by cate- 
gories. I should like to point out that while the total program has 
increased, the relative participation by the United States has remained 
at approximately 40 percent. I also wish to call attention to chart 4 
which shows the total personnel engaged in the technical program 
(16,525) and the number which are paid from United States funds 
(1,828). The latter figure includes administrative, direct hire, con- 
tract, and local personnel paid from United States funds. 

I should now like to summarize briefly (1) what we did with the 
funds appropriated last year, (2) how it relates to the program pre- 
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sented to the Congress last year, and (3) what we propose for fiscal 
year 1958. 

The primary objective of technical cooperation programs is to bring 
together technicians of the cooperating country and of the United 
States in order to facilitate the exchange of skills and experience. 
This is done in four major ways. First, qualified United States tech- 
nicians are hired directly by the United States Government, and sent 
to the cooperating country. Second, technicians are provided through 
contracts with private United States citizens, groups, associations or 
universities in cases where more effective results can be obtained 
through a contractual arrangement. The third major method of 
technical interchange is to bring technicians from the cooperating 
countries to the United States or to send them to third countries where 
adequate facilities are available. The fourth way is by making a cash 
contribution to a joint servicio (a joint service unit or bureau within 
the other government) to carry out such parts of the program as in- 
volve joint cooperative demonstrative projects. 

The following table shows the amounts requested in last year’s pre- 
sentation, the present estimate of obligations during fiscal year 1957 
and the amounts requested for fiscal year 1958 for the technical co- 
operation program. 


Bilateral technical cooperation program 


{In thousands of dollars] 





| Fiscal year 
Fiscal year | 1957, current | Fiscal.year 








United States contributions, programed costs 1957, pre- | estim: ite, 1958, pro- 
sentation | June 30, Pr posed 
1957 
| 
did cetbcctiindeteedichancibnhisen iid eid Latin cnn Labs —}— near 4 
United States technicians: | 
By direct hire......_.-. . mace | 13, 025 | 11, 480 | 13, 294 
By contract............. ; 3, 391 3, 248 2, 581 
ere i bat ehh ob biatild as eet 6, 119 | 6, 663 | 7, 941 
Grants to servicios.._...__. See 6, 937 | 6, 973 | 7, 524 
Other costs_..__ Pid sihabded Vid. 2,173 | 2, 235 | 2, 385 
Supplies and equipment einen ati - or | 705 | 1,101 1, 27 
Total. ic del ‘ te : | 32, 350 31, 700 35, 000 
Contribution of host countries: 
Cash (dollar value).........._- sé * i isi 55, 000 | 36, 292 | 40, 434 
Exchange rate used.____.__- es ae (1) (2) (: 
Kind (dollar value) ..__- bu suede | (3) | 9, 964 | 11, 904 
Personnel: 
Paid from United States funds ei ; 1,118 991 1, 109 
Paid from servicio funds._ ; béwsdde ; J 14, 197 14, 697 | 15, 700 


1 IMF rates. 
2 Free rates. 
3 Not estimated. 


CONTRIBUTIONS OF HOST COUNTRIES IN THE BILATERAL TECHNICAL 
COOPERATION PROGRAM 


Under the contributions of host countries, the 755 million for the 
fiscal year 1957 was on the basis of the international monetary fund 
rates. In 1957 fiscal year the contributions of other countries have 
been $36,292,000, but I want to point out that is at the free rate of 
exchange which, if done on the same basis as the fiscal year presenta- 
tion, would be above the $55 million. 

Mr. PassMan. Why was not the same figure used as in 1957? 
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Mr. Atrwoop. Last year the committee was quite anxious that I use 


the free rate of exchange which they felt more accurately represented 


the dollar contribution of the other countries. 
Mr. PassMaANn. Two different figures are being used here. In one 
lace the amount shown is $55 million and in another place it is 
36,292,000, yet the $36,292,000 on the previously used exchange basis 
represents more than $55 million. 

Mr. Atwoop. It would represent more if I had used the international 
monetary fund rates. 

Mr. Passman. What basis is being used in the first column ? 

Mr. Atrwoop. The international monetary fund rates. In the second 
column it is the free rates and in the third column, for the fiscal year 
1958, it is the free rates. 

Mr. PassmaNn. Would it not have been less confusing to people 
reading this if the free rates in the first column had been applied ? 

Mr. Atrwoop. I can supply that. 

Mr. PassMAN. Please do so. 

Mr. Arwoop. I can give you the figure to go with the figures that I 
submitted last year. 

(The information requested is as follows :) 

Fiscal year 1957 host country contributions to the bilateral technical coopera- 


tion program were estimated, in the presentation of the mutual security program 
for fiscal year 1957, at the equivalent of $55 million in cash, when converted at 
IMF exchange rates. These contributions weuld represent approximately $25 
million converted at free exchange rates. 

Mr. Lanuan. The reason you used that is because last year you made 
it in this form ? 

Mr. Arwoop. Last year I did present it this way. I would be glad 
to give it to you on the basis of the free rates. 


PERSONAL SERVICES 


As far as personnel is concerned, in the presentation last year we 
said that there would be 1,118 paid from the United States fund. 
That applies only to contract and direct hired personnel from the 
United States. Our estimate at the present time is that we have 991 
paid from United States funds in the program, and we are asking for 
1,109 for the fiscal year 1958. 

The ones that are paid from the servicio fund, not funds from the 
United States; in other words, the ones that make up the program 
in Latin America, we estimated at 14,197 in the presentation last 
year. The actual figure now is 14,697, and we estimate 15,700 (local 
personne!) for the fiscal year 1958. 

I should also like to call attention to the fact that the United States 
technicians working in the joint technical cooperation program come 
from every State in the Union and from Puerto Rico. This should 
help in giving an accurate reflection of the American way of life. 

Mr. Gary. And the inhabitants of those countries are spreading 
all over the United States. 

Mr. Arwoop. There are a good many coming up here. 

Mr. Lanuam. I notice that you were never able to employ the 1,118 
persons you thought you would employ. Were you just not able to get 
qualified technicians 
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Mr. Arwoop. Part of it was due to the fact we were not able to get 
qualified technicians to do these specific jobs we had, and the other 
reason for the decrease is that we did go through a very thorough 
reorganization on the question of personnel. Part of this was a cut 
we made by trying to shift the program from using technicians to 
using institutions and training facilities in the other countries. 

Mr. Lannam. Now you are estimating 1,109 for 1958 ? 

Mr. Arwoop, Yes, We think we will need and can obtain effective 
technicians for carrying out the program in 1958, which is somewhat 
larger. It includes 1 or 2 new countries. 


EMPLOYEES FINANCED FROM SERVICIO FUND 


Mr. Passman. With regard to the number paid from the servicio 
fund, it was possible to increase the amount over the estimated num- 
ber scheduled for employment in 1957 ? 

Mr. Arwoop. Yes. The number of technicians in the other coun- 
tries that are being trained efficiently to actually take part in this pro- 
gram is increasing quite rapidly. 

Mr. Passman. How was it possible to fund this program for a larger 
number of personnel than requested ? 

Mr. Atrwoop. This is the increased contributions of the other coun- 
tries, the host countries, which have been made into the servicio. They 
make their contributions into the servicio. 

Mr. Passman. And we make a contribution ? 

Mr. Atrwoop. Yes. 

Mr. Passman. If you stated that you needed last year 14,197 and 
you actually employed 14,697, did you exceed your authority or not? 
’ Mr. Arwoop. Not with regard to our money. There was additional 
money put in by the other countries which permitted the increase. 

Mr. PassMan. We did not contribute matching funds? 

Mr. Arwoop. We did not put any more money in than we put in 
the presentation last year. 

Mr. Passman. Would not that be in violation of our contract? 

Mr. Arwoop. No. 

In a great many cases they put in more money than the actual agree- 
ment calls for. That is what happened this year. 

The following table compares the amounts requested in the fiscal 
year 1957 presentation with the current estimates for fiscal year 1957 
and the proposed amounts for fiscal year 1958 by substantive fields of 
activity. 

[In thousands of dollars] 


Fiscal year Estimated Proposed 


Field of activity 1957 con- | program, | program, 
gressional | fiscal year fiscal year 
presentation 1957 1958 
| 

irae heterosis itiarieansie itl MR inal fan |—— i jetninemteetcniens 
Agriculture and natural resources $10 668 $10, 169 | $10, 852 
Industry and mining 2, 851 2. 473 2. = 
Transportation - - - 1, 935 | 2, 055 2, 396 
Labor 1, 032 1,031 | 1, 514 
Health and sanitation_ 6, 389 6, 115 6. 369 
Education 5 5, 040 | 4,901 | 5, 959 
Public administration , 1, 973 2, 045 | 1, 785 
Community development, social welfare, and housing 554 | 576 | 783 
f 1, 908 | 2, 335 | 2. 421 


General and miscellaneous 


Total.. | 32, 350 31, 700 | 35, 000 
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Mr. PassMAn. Obligations were not made to the full extent for 


which funds were available ? 
Mr. Arwoop. That is right. 


BASIS FOR INCREASE IN PROGRAM 


Mr. Passman. Upon what basis is it expected that an increase over 
the appropriation made last year may be justified ¢ 

Mr. Arwoop. The main reason for the justification in that request 
is that we are adding Argentina, and also a small increase in existing 
programs. There is a gradual increase. 

Mr. Passman. This table would indicate that more funds were 
appropriated last year than actually needed. All of the money could 
not be spent ? 

Mr. Atwoon. Yes. 

Mr. Passman. A similar situation has been a fact in almost every 
section in this entire program. 

Mr. Murpny. I do not want any misundertanding here. I better 
clear up a point. Part of the reason why they did not obligate the 
full amount of the program last year was because the amount of the 
appropriation on a worldwide basis was something less than we 
requested. The Latin American area found itself faced with a slight 
cut in the amount available, so that the $31,700,000 they estimate to be 
obligated really represents total availability this year. 

Mr. Passman. Then the credit for the savings is due to the Con- 
gress, rather than to the administrators of the program ? 

Mr. Murrny. Yes. 

Mr. Passman. Kindly proceed. 

Mr. Atwoop. The United States contribution in each of the major 
fields of activity is related to what the country itself is doing in each 
of these fields. The programs, projects, subprojects, and individual 
activities change during each year and from year to year. Some may 
last a few weeks or months and some may continue for several years. 
However, each project and each activity must be judged in terms of 
its effectiveness in the economic development program of the country 
and in relation to criteria such as the following: (1) It must be a 
genuine host government request for assistance in connection with a 
project or program which the country is carrying on or which it has 
determined should be carried on, (2) there must be joint approval of 
the objectives and goals to be achieved and the manner in which the 
country hopes to achieve them, (3) the means at hand to work with, 
(4) the degree of support given to the project, (5) the manpower and 
financial support planned, (6) third-party participation, if any, 
(7) the timing of the project. and (8) the duration of the project. 

_ The national interest of the host country to be served by the project 
is discussed, as is the national interest of the United States in achiev- 
ing the planned goals. Each project is carefully evaluated for its 
usefulness and the extent to which it will be effective in meeting basic 
needs of the host country. <A project must be in the national interests 
of both countries taking part in it. All of the projects, with possibly 
a few exceptions, included in this year’s presentation have been 
through the evaluation process just described. Subject to a more for- 
mal commitment the host country has indicated the extent to which 








654 


it will be able to participate. The type of participation and the esti- 
mated cost of the United States portion has been programed by 
United States missions abroad and has been reviewed in Washington. 
The program is ready to be approved for field implementation as soon 
as funds are made available. A large part of the host country funds 
have already been approved because many of the legislatures in Latin 
America meet earlier than the Congress of the United States. 

I have described this process in order to indicate that the bilateral 
technical coopération program is not merely an illustrative program 
prepared here in Washington but has been thoroughly discussed with 
the host governments before it is presented to the Congress, 

The technical cooperation program over the last 15 years has shown 
hundreds of thousands of people, perhaps millions, that through in- 
dividual efforts with the skills and technical knowledge available to- 
day they can become independent, self-respecting farmers and busi- 
nessmen and can, through hard work, achieve the goals of better hous- 
ing, better health, better education, better food and clothing, and 
better opportunities for themselves and for their children, 


ECONOMIC ASSISTANCE 


The Latin American countries have relied in the past. and continue 
to rely on both foreign and domestic private investment, supplemented 
by public loans, domestic and foreign, to advance their economic de- 
velopment and to improve their way of life. On the whole, this re- 
liance has resulted in extensive economic development, increased trade 
and improved standards of living. Each country, however, must be 
considered separately in terms of its program and progress in achiev- 
ing sound, stable, self-reliant economies and the extent to which it has 
achieved the goal of better standards of living for large numbers of 
its people. 

SPECIAL ECONOMIC ASSISTANCE 


Special economic assistance has been limited to cases of serious tem- 
porary economic or politico-economic emergencies. It is in the inter- 
ests of the United States to continue to render such assistance in areas 
where such emergencies may occur or currently exist. In fiscal year 
1958 we believe special economic assistance will be necessary only in 
the cases of Bolivia, Guatemala, and Haiti. 

Bolivia 


Emergency economic aid has been provided to Bolivia since late 
1953 when that country was threatened with a major economic crisis. 
The assistance provided by thé United States has averted the threat- 
ened economic chaos and has helped the Bolivian Government to 
achieve suflicient political stability to hold free elections in June, 1956. 
As a result, that Government is more solidly based on popular support, 
and the new administration has been enabled to undertake, with the 
United States and multilateral agencies’ support and advice, a pro- 
gram of economic stabilization aimed at bringing order to her chaotic 
economic and financial affairs. In spite of the great risks involved, : 
program of wage and price stabilization, coupled with sweeping 
yudgetary reforms and controls of Government spending was initiated 
in December 1956. Up to the present it has shown promising results, 
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chief among which are the elimination of contraband exports of food- 
stuffs, the strengthening of the local currency and the disappearance 
of black markets, 

Nevertheless, eventual success of the program will call for continued 
courage of the same high order as that displayed thus far by the people 
and the Government of Bolivia. 

Success of the stabilization program should permit a gradual redue- 
tion looking toward elimination of grant aid to Bolivia, _ but continued 
United States counsel and support are essential during this crucial 
period. 


Guatemala 


Farly in fiscal year 1954, the pro-Communist Government of Guate- 
mala was overthrown by revolution and an anti-Communist Govern- 
ment was established. Since that time, the technical cooperation pro- 
gram has been expanded there, and emergency economic funds have 
been provided to assist the anti- Communist Government of Guatemala 
in overcoming obstacles inherited from preceding governments (an 
empty treasury, extensive unemployment, no investment capital, no 
experience in government administration, and so forth): developing 
the country’s economy, and improving the living standards of its 
people. Immediately objectives have been met in that improvement in 
the economic and financial situation is visible and the unemployment 
crisis which faced the new Government has been relieved. Only lim- 
ited improvement is yet apparent, however, in the living standards of 
the average man. It still is valid to s say that an emergency situation 
exists. The Government must continue roadbuilding and agricultural 
development programs. It is in the United States national interest to 
trovide Guatemala with an additional modest sum of grant aid in 
order for it to be able to provide visible evidence of economic develop- 
ment under a democratic government. 

Haiti 


As recent developments have indicated, the political situation in 
Haiti is confused, and the country is in dire financial straits. The 
deterioration in the political and economic situation in Haiti is so 
grave that any continued downward trend could result in complete 
collapse and chaos. A series of economic and political emer gencies 
which began after the hurricane of October 1954, culminated in the 
fall of Magloire’s administration in 1956. During the first 6 months 
of 1957 successive interim governments have been tr ving to forestall 
a complete financial breakdown. It is estimated that there will be a 
very substantial balance of payments deficit for the fiscal year ending 
September 30, 1957. A bad coffee crop and a drop in tourism are the 
principal reasons for the dollar deficit, but a lack of fiscal controls, the 
large Tosee debt, including that owed the Export-Import Bank for 
the Artibonite Valley Dam, the lowest standard of livi ing in the hemi- 
sphere and a rapidly growing population are contr ibuting factors to a 
generally bad situation. Spec ial economic assistance will be needed. 

It is proposed that any ICA grant to Haiti be coordinated with and 
related to an economic stabilization program to support the Haitian 
currency and assure minimum import requirements. It is proposed 
that this program be c -arried out in cooperation with the International 
Monetary Fund and private banks and subject to adequate controls to 
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assure its efficacy. In addition to serving to strengthen the exchange 
position in support of the stabilization program, it 1s planned that any 
local currency developed from the ICA dollar grant will be utilized 
for such projects as may be determined to have highest priority in the 
hurricane rehabilitation and economic development of the country. 
As a related factor the technical cooperation program for fiscal year 
1958 is calculated to help Haiti toward creating conditions for eco- 
nomic development and financial stability. 


DEVELOPMENT LOAN FUND 


In Latin America the development loan fund would complement 
and/or supplement both local public and private sources of develop- 
ment capital and United State or international sources, both public and 
private. On the other hand, most needs, we feel, will be met by re- 
course to the existing sources. An illustrative list of projects would 
not be feasible, however, since each project would require careful tech- 
nical analysis ‘and alternative sources of financing would have to be 
studied before eligibility under the development Toan fund could be 
determined. Most of the projects are fairly long-range in nature and 
are directly or indirectly associated with joint technical cooperation 
programs which are obviously long-range in nature. It is therefore 
evident that no-year expenditure availability would be a definite ad- 
vantage, if not a requirement for effective programing of develop- 
ment loan fund projects. Likewise, an increase in the period of obli- 
gational authority for technical cooperation would allow better project 
coordination and implementation. 

Funds authorized by the Smathers amendment and appropriated 
under the defense support funds for Latin America for fiscal year 
1957 have, in my opinion, provided additional credit beyond, and not 
to be confused with, that available from private sources, the Export- 
Import Bank, the IBRD, and the IFC on terms which have allowed the 
countries receiving the credit to go forward with projects essential to 
their economic and social development which otherwise would have 
to be further postponed. Each of the projects approved during fiscal 
year 1957 was directly related to and associated with joint technical 
cooperation programs already in operation. Financing, except for 
supplementary financing, for these projects was not available from any 
of the other sources. 
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Programs and projects approved wnder the special regional fund for Latin 
America, for fiscal year 1957 (pursuant to the Smathers amendment) 


LOANS 
Amount of 

United States 
contributions 

1. Chile: Technological development project, University Rectors 

Council: Purchase of laboratory and library equipment, Agricul- 

tural School, Concepcion, and scientific equipment for selected 
TECREICNO fice tinned nen bbl She le ad tae $850, 000 

2. Costa Rica: Reconstruction of and equipment for the children’s 
hospital unit of the San Juan General Hospital in San Jose___-- 2, 000, 000 

8. Ecuador: Area development and colonization in the Santo Do- 
mingo Ge ios Coloradee. ar@§esl 2660 36 le i es 2, 000, 000 

4, Honduras: 

(a) Health and sanitation projects (principally water sup- 

ply and sewerage systems) in the Republic of Hon- 
Oe oe en ee el 1, 250, 000 

(b) Project for assistance to area development and resettle- 
ment in the Republic of Honduras__________-______-__ 1, 750, 000 

5. Panama: Extension of water and sewerage system of the city 
Be en i da oh ss cepted bd: ~Geak tna tales Gbioenensotee toudleie Kiv bist alata 2, 000, 000 

6. Paraguay: Development of Mennonite colonies (area develop- 
ment Gm wOnd Tetidiney lego i a lu 1, 000, 000 
7. Peru: Southern Peru colonization and development project__.__ 2,000,000 
Total loans___---- pide Geiealibettl tg cbldaabihAdieiaiaia der vend asteckene anne 12, 850, 000 

GRANTS 

1. Pan American Sanitary Organization of the Organization of Ameri- 
ean States: Program of malaria eradication in the Americas... 1, 500, 000 

2. Organization of American States: Facilities for Inter-American In- 
stitute of Agricultural Sciences, at Turrialba, Costa Rica_____~_- 500, 000 
ER WN nea ah cs bcieimece nies hab iciriailicddde ccleceiienshatied- ited 2, 000, 000 
COGS RINGTONE een meee een 14, 850, 000 


These projects will speed up the availability of access roads, water 
supplies, cultivable lands, and other facilities and conditions which 
are prime prerequisites to increased private investment and economic 
development and should speed up the time when grant aid and special 
economic assistance will no longer be required. Economic develop- 
ment should then proceed at an effective rate with increased private 
investment, local and foreign, and normal credit supplied through 
banks and other recognized credit institutions. 

Mr. Passman. We will now hear from Col. Thomas B. Hanford, 
United States Army, Regional Director, Western Hemisphere, ISA, 
Department of Defense. 


STATEMENT OF ReGronaL Direcror, WESTERN HEMISPHERE, OFFICE OF 
Asststant Secretary OF DrreNnseE For INTERNATIONAL SECURITY 
AFFAIRS 


Colonel Hanrorp. With the committee’s permission, I would like 
to make an amplification of my statement from some charts after I 
finish reading it. 

Mr. Chairman and members of the committee, although Latin 
America is separated from the specific threat of the Sino-Soviet bloc 
by many thousands of miles, the United States program of military 
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assistance to.our Western Hemisphere neighbors is an important part 
of the buildup of free world forces. 

The United States has mutual defense assistance agreements with 
12 of the Latin American countries: Brazil, Uruguay, Chile, Peru, 
Eeuador, Colombia, Nicaragua, Honduras, Guatemala, Cuba, Haiti, 
and the Domican Republic... Through the military assistance program, 
we are helping those countries to improve their capabilities for effec- 
tively carrying out military missions important to the defense of the 
hemisphere. The program also promotes closer military cooperation 
between the United States and those countries and contributes to the 
mutually beneficial ties between them and ourselves not only in mili- 
tary matters, but in all our relations with Latin America. 

For the coming year, we are requesting the appropriation of an ad- 
ditional $26 million to continue the military assistance program in 
Latin America. This amount will provide maintenance for the forces 
in being in the amount of $18.6 million to include spare parts, training 
ammunition, and training. The balance of $7.3 million will provide 
for force improvement to raise the combat potential of the forces. 
This will be accomplished by the provision of a small amount of unit 
equipment deficiencies and major overhaul of equipment. 

The South American Continent is of great strategic importance to 
the free world, not only because of its location but also as a source 
of strategic materials. 

The bulge of Brazil offers a-major approach from Africa to the 
Western Hemisphere, and with the present rate of saturation of our 
northern air routes, it will not be long before there will be a need 
for the use of airfields in Brazil in addition to the present need for 
tracking sites for guided missiles and for communication facilities. 
Brazil also has extensive deposits of rare earths containing thorium, 
which may well be a source of nuclear energy for United States use. 

Colombia and Venezuela lie in close proximity to the Panama Canal 
and flank the Caribbean. on the south, forming the southern anchor 
of a natural Caribbean defense perimeter. Venezuela is rich in oil and 
iron ore, on which our productive efforts depend. 

Peru and the shipping lanes along its 1,000-mile coast are strate- 
gically vital to hemisphere defense. During World War II, Peruvian 
submarines guarded the operations of the Talara coastal oilfield, from 
which a steady stream of tankers transported petroleum across the 
ocean to our forces in the Southwest Pacific. 

Chile, with its long coastline of 3,000 miles, is of strategic importance 
not only because of the important products we obtain from it but also 
because its comparative remoteness to the southward would make it 
a likely area of attack and possible invasion by enemy forces. 

The ability and potential of Latin American forces was demon- 
strated both mn World War IT and the Korean conflict by the contribu- 
‘ions of combat units from Brazil and Colombia. Colombia also was 
unong the first to volunteer and to send army forces to the United 
Nations for duty in the Suez crisis, This was ample evidence of their 
willingness to stand beside the United States in time of necessity. 

The bilateral military agreements with the Latin American coun- 
tries come within the framework of the Inter-American Treaty of 
‘Reciprocal Assistance, which established the principle that an attack 
on one American state is an attack on all. ‘The agreements also pro- 
mote the objective of the resolution on military cooperation which was 
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adopted at the fourth meeting of consultation of the ministers of 
foreign affairs. That resolution urges the American Republics to 
orient their military preparations toward the common defense of the 
hemisphere, rather than confining such preparations to the defense of 
their individual countries. 

The countries of Latin America do not have the financial resources 
or the experience in modern warfare to train and equip forces for 
hemisphere defense missions without external help. With necessary 
assistance, however, they can produce suitable combat troops. The 
military assistance program for these 12 Latin American countries has 
provided $156 million worth of equipment, materiel, and training 
from the inception of the program through 1957. 

This assistance has enabled these countries to organize, equip, and 
train units which, by Latin American standards, are modern and 
effective military organizations, with a combat potential capable of 
contributing to the defense of the hemisphere. The contribution of 
these units to hemisphere defense in a major world conflict will un- 
doubtedly alleviate the necessity for large dispersal of United States 
troops in the area to provide security to lines of communication, bases, 
and strategic materials. 

The appropriation of $26 million requested for fiscal year 1958 will 
rovide assistance required by these countries to maintain units in 
eing in the force objectives and to improve their combat capability. 

Another important aspect of attaining our objectives in the area is 
the sale of military equipment to Latin American countries. At pres- 
ent, however, our sales program to the Latin American countries has 
serious weaknesses. Last year’s legislation remedied one of the prob- 
lems by amending the Mutual Security Act to authorize the sale of 
equipment at a price based on its age and condition. Another serious 
problem affecting sales to the countries of this area is their lack of 
funds to pay cash for military equipment. This has resulted in coun- 
try requests for increased grant assistance or in their turning to 
suppliers outside the Western Hemisphere who could offer credit terms. 
In making purchases from outside sources, Latin American countries 
have acquired equipment not suited to their defense tasks or which can- 
not be supported in time of war or utilized in conjunction with United 
States equipment on hand. To alleviate this problem, we are re- 
questing an appropriation of $175 million for the specific purpose of 
financing credit sales of military equipment and the amendment of 
section 103 (c) of the Mutual Security Act to permit the use of repay- 
ments for financing further credit sales. 

Mr. PassMaAn. Is not the $175 million on a worldwide basis? 

Colonel Hanrorp. Worldwide. 

It is anticipated that, of this amount, approximately $35 to $50 
million will be required for the coming year for Latin America and 
will provide an effective and orderly sales program to further our ob- 
jectives in the area. To date, experience indicates that the few military 
credits that have been extended will be repaid. 

Mr. Passman. Thank you. 


MILITARY TRAINING MISSIONS IN LATIN AMERICA 


Colonel Hanrorp. Mr. Chairman, you might say that the military 
assistance program for Latin America had its inception in this par- 
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ticular area prior to World War II because of various circumstances. 
One of them was that during this period the Latin American military 
forces were armed, equipped and trained predominantly by Axis 
powers, specifically Germany . This, of course, created an undue Nazi 
influence in the area. At about the same time international com- 
munism attempted to infiltrate the area, and in order to counter these 
two moves the United States began to establish its own military mis- 
sions in the area. This movement was so successful that today we have 
United States service missions from at least one of the services in each 
and every country in Latin America with the exception of Mexico. 
As you can see, we have more than one in most of these countries in the 


area. 





Mr. WieeieswortnH. Off the record. 
(Discussion off the record.) 


FINANCING COSTS OF MILITARY TRAINING MISSIONS 


Mr. Denton. Is what you are showing us a part of this program, 
or a part of the Army’s program ? 

Colonel Hanrorp. A part of the service program, but it does assist 
the military assistance program. 

Mr. Wieeteswortu. That includes the Argentine? 

Colonel Hanrorp. We have missions there, but we do not have any 
military assistance program in that particular area. This is just the 
buildup of the program. 

In these countries where this black square is shown we have super- 
imposed the administration of the MAAG on the mission personnel, 
thereby utilizing the personnel to maximum effectiveness. For all 
of these missions, some 40, I believe, we utilize approximately 600 
military personnel from the several services. 
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Mr. Miter. Just so that we get this clear, these missions, I under- 
stand, are either Army, Navy, or Air Force, or possibly two or more 
in these countries that you are speaking about ? 

Colonel Hanrorp. Yes. 

Mr. Mirier. Those missions are set up independently of the mutual 
assistance program are they not? 

Colonel Hanrorp. That is right. 

Mr. Mutter. They are financed by the Army, the Navy, and the 
Air Force, or whoever is maintaining the mission ? 

Colonel Hanrorp. That is right. 

Mr. Miter. As I understand it, so far as the MAAG and similar 
missions are concerned, you make use of that personnel but you do 
not finance the missions themselves ? 

Colonel Hanrorp. That is correct. 

Mr. Murr. Thank you, sir. 

Colonel Hanrorp. In the case of the Dominican Republic it is a 
true MAAG. 

Mr. Passman. Are these missions financed entirely by appropria- 
tions other than through the mutual security program ? 

Colonel Hanrorp. Yes; they are from funds that are appropriated 
to the services. 

Mr. Passman. For what reason is this particular information being 
presented to the committee ? 

Colonel Hanrorp. Just to show you the buildup of the MAAG later 
on. 
Mr. WicetEswortH. Is not there some money printed for these mis- 
sions for this military assistance ? 

Colonel Hanrorp. A very small amount—travel, per diem, and 

Mr. Wiactesworrtn. Is not there some money provided for these mis- 
sion itself. 

Mr. WiceteswortH. When you impose the work of a MAAG ona 
mission the whole expense is taken care of from funds outside of this 
request ? 

Colonel Hanrorp. Other than some of the travel and per diem that 
may come as a direct result of the MAAG itself. 

Mr. Passman. Are not funds for your Department being requested 
through the mutual security program ? 

Colonel Crrrz. Yes. May I speak to this? 

Mr. Passman. Explanation will be appreciated. 

Colonel Crirz. I would like to point out, as Colonel Hanford has 
brought out, we have bilateral agreements for military assistance 
with 12 of these countries, but we maintain only a MAAG as such 
in one. And in the other 11 the MAAG function, that is, the admin- 
istration and logistical function formerly performed by a MAAG, we 
have put on the service mission already there. 

Mr. Denton. What isa MAAG? 

Colonel Crrrz. A military assistance advisory group. In other 
words, since those missions were already in the countries concerned, 
we worked out with the military department to have those missions 
perform the military assistance advisory group functions, so we 
did not have to duplicate there. 

Mr. WicctEswortH. Without added cost ? 

Colonel Crrrz. Without added cost; that is correct. 
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Mr. Passman. Thischart has not been used in the past? 

Colonel Crrrz. No, sir; not this chart. 

Mr. Passman. Does this have any connection with the proposed 
plan to transfer this particular appropriation to the Defense De- 
partment’s appropriation ¢ 

Colonel Crrrz. No, sir; no connection. 

Mr. Passman. It is not for the purpose of illustrating anything as 
between this subcommittee and the defense appropriation subcommit- 
tee that this chart is being submitted ? 

Mr. Lannam. As I understood, the colonel was explaining how 
first the German influence had gotten into these countries, and then 
the Communist influence, and now he is explaining that we have 
these military missions there. It is a matter of background history. 

Colonel Hanrorp. That is right. 

Colonel Crirz. Also, Mr. Lanham, we want to point out that they 
are performing the mutual security mission simultaneously with the 
military mission function. 

Mr. Passman. Our primary interest would be in the amount of 
money from the mutual security appropriation that is used to maintain 
these missions. 

Colonel Crrrz. The total amount of maintenance money involved 
is for travel only, as Colonel Hanford mentioned, sir, and is $129,000 
for fiscal year 1958. 

Mr, Passman. Does this include the one MA AG ? 

Colonel Crrrz. In the Dominican Republic, sir. 

Mr, Murr. Mr, Chairman, as I gather it, one of the purposes is to 
show that the personnel that does most of this work is already there 
on other duty, and is cared for out of normal military commitments 
which have to be maintained anyway under our treaty obligation. 

Mr. Passman. That comment clarifies the matter. 

Does this apply also to military missions now being maintained by 
us in other nations ? 

Colonel Crirz. That does, Mr. Chairman. We have it only in one 
other country inthe world. That is Iran. 

Mr. Passman. You have what ? 

Colonel Crrrz. One other country in the world we have similar ar- 
rangements. 

Mr. Passman. But there are missions in other countries ? 

Colonel Crirrz. No,sir; only in Iran. 

Mr. Passman, This type of mission ? 

Colonel Crrrz. Yes, sir. 

Mr. Denton. Several of the nations have them here, do they not? 

Colonel Crirz. Not a mission, as such, Mr. Denton. These missions 
are training missions to help these particular services. 

Mr. Denton. I saw one military mission. I was looking for some- 
thing in the telephone book. I saw one of these military missions 
listed. That is how I happened to think about it. 

Colonel Crrrz. They are purchasing missions. The United King- 
dom and Canada have a purchasing mission here for purchasing mill- 
tary equipment. 

Mr. Passman. How does the purpose of this compare to a mission 
we had in Korea in 1949? We were in Korea with our distinguished 
chairman, Mr. Norrell, and a military mission of some 450 ar 500 men 
was there at the time. 
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Colonel Crirz. A similar purpose exactly, Mr. Chairman, to help 
train the forces of the country. 


DISPOSITION OF MILITARY TRAINING MISSIONS IN WORLD WAR II 


Mr. ALexanver. Is the 600 a total for each mission ? 

Colonel Hanrorp. No, sir. In Latin America each mission, I would 
say, averages about 10 to 15 men, depending upon the importance of 
the country itself. 

With the advent of World War II, of course, we saw a halt to the 
flow of the equipment and training in the area, and it also temporarily 
suspended international Communist efforts in the area. However, in 
order to secure the area and keep it from falling into other hands, 
we had to divert almost 100,000 United States personnel with asso- 
ciated equipment to the area. 

Mr. Wetemmanoect Off the record. 

(Discussion off the record.) 

Mr. WicaLeswortH. 100,000? 

Colonel Hanrorp. Over 100,000. 

Mr. Mitxer. That was for continental defense, as well as every- 
thing else ? 

Colonel Hanrorp. Yes, sir. 

Mr. Denton. That was mostly aircraft? 

Colonel Hanrorp. Aircraft, Navy, and in each of these places where 
we had at that time an Air Force unit, we had to have Army units for 
local security, et cetera. 

Mr. Passman. This concerns the program other than for mutual 
security ? 

Colonel Hanrorp. Yes, sir. This is still buildup, sir. 

With the defeat of the Axis powers, of course, we were no longer 
concerned with the Nazi influence in the area; however, there still 
remain the vestiges of the training and equipment, and with the Latin 
American countries determined to secure new equipment from any 
source whatsoever, they turned to the United States. 

Mr. Lannam. That was to overcome the Communist influence ? 

Colonel Hanrorp. During this postwar period, the Communists 
again turned their attention to the area and the attempt by the Soviets 
in 1954 left little doubt as to their intentions in the area. 

In May of 1954, at Puerto Barrios in Guatemala, about $10 million 
of Soviet-bloc military hardware was introduced into the area and it 
was only by the concerted effort of the Americans and the determina- 
tion of the Guatemalan people that the Communist Government was 
overthrown and they lost an advance base in the Western Hemisphere. 

Mr. Passman. Has not this particular threat been eliminated? 

Colonel Hanrorp. Yes, sir. They did not get all of them. They are 
still working throughout the area, but it is underground. 


STRATEGIC MATERIALS AVAILABLE IN LATIN AMERICA 


It is, as you say, sir, stamped out. We have brought out in our 
presentation that the source of strategic materials in the area is of 
prime importance to us. As you can see from this chart, we derive 
90 percent of certain imports, like vanadium, quartz, crystals, que- 
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bracho, and 80 percent of castor bean oil, crude petroleum, et cetera, 
from this area. It is important to us for that. 

Mr. Pssman. Is this chart classified ? 

Colonel Crrrz. The entire group of charts will be available to the 
committee. 

Mr. Passman. All of the charts we have studied since we have 
been holding these hearings? 

Colonel Crirz. Yes, sir. 





Colonel Hanrorp. In addition to the source of strategic materials, 
we have the strategic location of Brazil with its direct approach from 
the African coast. As we have mentioned in our briefing here, we 
have a tracking station off the coast of Brazil which is most important 
to us in the missile program. 

In addition to this, in time of emergency we want to be sure the bases 
in the area will be available to us and not fall in enemy hands. We 
also brought out the importance of the oil and iron ore of Venezuela. 

We have mentioned briefly the importance and the assistance that 
several of the countries have rendered in time of emer gency, such as 
Brazil in World War II, Colombia in the Korean and Suez crises. 
Other Latin American countries have also offered their assistance in 
time of emergency. 

MAAG’S IN LATIN AMERICA 


We have these military assistance advisory groups, and bilateral 
agreements with 12 of the countries: Brazil, Uruguay, Chile, Peru, 
Ecuador, Colombia, Nicaragua, Honduras, Guatemala, Haiti, Cuba, 
Dominican Republic. In these ‘countries we do furnish materials and 
training to insure the maximum efficiency of the combat forces pro- 
duced by these countries. 
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The total MAAG military assistance program for these 12 countries 
since its inception in 1950, and including 1957, has been approximately 
$156 million. 

RELATIONS WITH MEXICO 


Mr. Wicaieswortn. I was going to ask—perhaps this is not the 
proper place—but what is the situation in Mexico? I see you have 
nothing in there of any kind. 

Colonel Hanrorp. Mexico has a desire to purchase equipment from 
us for credit, and cash, when she has it, and she has no desire at the 
present time, due to historical reasons perhaps, for entering into a 
closer bilateral military agreement with us. In an acute emergency 
1 believe there would be no doubt as to her cooperation. 

We do have a commission here in the Inter-American Defense 
Board, in which our military and their military work very closely 
together, on planning for the defense of the hemisphere. 

Mr. Mritier. They cooperated very thoroughly during World War 
II, did they not, on the same basis? 

Colonel Hanrorp. Yes, sir. 


RELATIONS WITH ARGENTINA 


Mr. ALexanper. What is the situation in Argentina now? 

Colonel Hanrorp. Argentina is in the same position. However, 
there has been her reticence to a bilateral agreement. She does desire 
our equipment and does purchase it on a military-sales basis. How- 
ever, due to the political situation and the existence of a provisional 
government there right now, they have not been able to enter into 
a bilateral. There is indication that in the future she may see her 
way to accept a bilateral agreement which would establish closer 
military cooperation with the United States. 

Mr. Denton. I have one question. 


AID TO DOMINICAN REPUBLIC AND HATTI 


I notice there are $———— for the Dominican Republic and $——— 
for Haiti. How do contributions like that help in our defense of 
America? What part would they play ? 

Colonel Hanrorp. Sir, these forces were established by the Joint 
Chiefs of Staff, and were coordinated with the Department of State 
to insure that the country itself could maintain such a force from an 
economic point of view. 

That force in Haiti is a smaller force than the one in the Dominican 
Republic. Therefore, the yearly support is small. 

Mr. Denton. Why should we give military er to that country ? 

Colonel Hanrorp. Sir, the Joint Chiefs of Staff have made a dis: 
termination that a force is needed in that particular area. 

Mr. Denton. Do you think that the Army of Haiti would be much 
help to us? 

Colne Hanrorp. It is a Navy element in Haiti, and also Navy and 
Air Force unit in the Dominican Republic. 

Mr. Denton. They are both Navy and Air Force units? 

Colonel Hanrorpv. That is right. There is no Army unit in those 
particular cases. 
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AID TO HONDURAS AND NICARAGUA 


Mr. Denton. Here is a country like Honduras and Nicaragua which 
is given money. E] Salvador and Costa Rica are not. Why pick 
them out like that ? 

Colonel Hanrorp. The main reason for the program in Nicaragua 
and Honduras was because of the Guatemalan crisis in 1954. 

Mr. Denon. Nicaragua is quite a distance from Guatemala, is it 
not ? 

Solone] Hanrorp. It was quite important down there, sir, at that 
time. 

This $156 million, as I said, was for 1956-57. We are requesting 
in the neighborhood of $26 million for 1958 to support these force 
ebjectives in this particular area. 

The forces vary with each country, due to its strategic location and 
the size of the country and capability of the country, to support the 
forces... Total forces comprise 15 associated battalions, battalions such 
as AAA and infantry battalions, 2 composite regiments, an airborne 
team, 83 naval ships of assorted sizes, and 25 air squadrons. 

These forces comprise approximately 40,000 to 50,000 men in the 
countries concerned. We have no “typical” program, you might say, 
for the Latin American area. We do show here the two extremes. 
For example, Brazil, because of its size, its strategic location, closeness 
to the African coast, the extent of its coastline, has a greater force 
objective than say, for Honduras, where there is only -——— and, of 
course, the costs are comparative. Here, in Brazil, 1950 to 1957, the 
cost has been approximately $———, and in Honduras it was $—-—. 
In the fiscal year 1958 we are requesting something like $———— for 
Brazil and only $———— for Honduras. 


NECESSITY FOR MILITARY ASSISTANCE AID TO LATIN AMERICA 


To sum it all up, gentlemen, we are requesting this program be- 
cause of the military necessity of the program, to insure the avail- 
ability of the raw materials, and to insure the availability of bases in 
time of-emergency and in time of peace, and also to insure that we 
have forces available for missions that are proper for defense of thie 
hemisphere, and to include the security of the Panama Canal. 

For this purpose, we are requesting $26 million in 1958 to maintain 
the investment already there; this sum, as you can see, is 1 percent 
of the fiscal 1958 program. 

Mr. Passman. One percent of what program ? 

Colonel Hanrorp. The total worldwide program requested. 

Mr. Avexanpber. Colonel, can we take it that, where you have no 
request for funds in these countr ies, like Senmuale: and Bolivi ia, those 
countries do not desire to associate with us in this program ¢ 

Colonel Hanrorp. No, sir. Practically all countries, with the ex- 
ception of Mexico and Venezuela, have asked to enter into a bilateral 
with us. 

Mr. Arexanver. Why have we not done that ? 

Colonel Hanrorp. Because of the military necessity for that partic- 
ular country. In other words, Paraguay is landlocked, Bolivia is 
landlocked. There is a small str ategic value as far as those countries 


go. 
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Mr. ALexanper. How about Venezuela / 

Colonel Hanrorp. Venezuela has no desire to enter into a normal 
bilateral with us; we do have an agreement to assist in maintaining 
the security of the strategic materials there; however, Venezuela 
wishes to purchase her equipment, and we do have orders from her 
for military equipment. 

Mr. Passman. Thank you, Colonel. Does that conclude your state- 
ment ¢ 

Colonel Hanrorp. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Are the charts which have been presented here to 
be placed in the record also of the Senate hearings and the House 
hearings of the legislative committees? 

Cononel Crirraz. Yes, Mr. Chairman. We are inserting them in the 
record at the proper point of our testimony, and if the committee de- 
sires to leave them in, we will do so. 

Mr. Passman. You requested that these charts be inserted in the 
record of the legislative committees ? 

Colonel Crrrz. Yes, sir. 

Mr. Passman. If you think it is advisable for these charts to be 
placed in the record, they should go. However, it was brought to my 
attention only last night that the cost of printing the hearings of this 
particular committee will be approximately $20,000. We might be 
able to save at least a small sum of money by some selectivity as to the 
charts to be used for the record. 

Colonel Crirz. There will be duplication in many of them, sir, be- 
tween the hearings before this committee and the Foreign Affairs 
Committee. 

Mr. Gary. Why could they not print up enough copies of them for 
use in the two hearings instead of printing them all over again? 
Could that not be worked out some way with the Public Printer? 

Mr. Forp. Could they not use the same plates? The plate is the big 
cost, I think, in the printing. 

Mr. PassmMan. It isa rather expensive process. We will discuss that 
later and abide by the wishes of the committee. If there is a duplica- 
tion, we may be able to save some money, because you do have an un- 
usually large number of charts. 

Colonel Crirvz. The committee requested they be put in the record 
and so the plates will be made available. 

Mr. Gary. If you use the same plates, it ought not to be too expen- 
sive to reproduce them. 

Mr. Lanuam. I noticed one of these charts is marked “Secret.” Has 
that been eliminated now ¢ 

Colonel Crirz. Just that one, Mr. Lanham. It is the one on cost. 
That is the only one. Yes, sir. 

Mr. PassmMan. You will assume the responsibility, of course, for not 
inserting any charts which are classified or secret. 

Colonel Crirz. That is correct, sir. 
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TOTAL AMOUNT REQUESTED FOR LATIN AMERICA FOR FISCAL YEAR 1958 


Mr. Passman. What is the total amount requested for Latin Amer- 
ica for fiscal year 1958? 

Mr. Murrny. $94,456,000, Mr. Chairman. 

Mr. Passman. This total is for all programs! 

Mr. Murpny. Yes, sir. 

Mr. Passman. Does the amount requested differ from the total au- 
thorized in the Senate bill ? 

Mr. Murpny. Well, the total military assistance request, Mr. Chair- 
man, is for $1.9 billion of new funds and one-half billion dollars 
carryover. 

Mr. Passman. I am inquiring with reference to Latin America. 

Mr. Murry. The military assistance funds, Mr. Chairman, are not 
broken down in the authorization bill by geographic area. The 
Senate authorization bill did cut the $1.9 billion figure down to $1.8 
billion, and it is expected that if that were to stick, some part of that 
reduction would have to be taken up probably in all areas of the 
world. 

Mr. Passman. Other than military ? 

Mr. Murpeny. On other than miiltary, sir, not only was there no cut 
for Lat America, but actually the Senate authorization includes an 
item of $25 million for Latin America, which was not requested by 
the executive branch. 

Mr. Passman. The other body authorized an amount greater than 
requested ¢ 

Mr. Murrny. Yes, sir. 

Mr. Passman. Can you justify the $25 million increase ? 

Mr. Mvrrny. I would prefer that Secretar y Snow answer that. 

Mr. Passman. Secretary Snow, will you discuss this matter ? 


SMATHERS AMENDMENT TO SENATE AUTHORIZATION BILL 


Mr. Snow. Mr. Chairman, we are referring to what is listed as the 
“Smathers amendment.” Last year Senator Smathers had an amend- 
ment involving $15 million to what was called then the military sup- 
porting segment of the appropriation. That was earmarked for use 
in Latin America principally as loan money, and Atwood, in the 
presentation this morning, gave a breakdown of how that money was 
used. 

This year, again, Senator Smathers and those who agree with him 
in the Senate wished to make a special reservation of funds for Latin 
American development. It is $25 million this year, I understand, and 
it has been put into the special assistance fund by the Senate. 

Our position in the State Department has been that we did not 
consider this necessary. 

Mr. PassmMan. What is that, sir? 

Mr. Snow. We did not consider this a necessary provision to make 
because the type of loan contemplated by Senator Smathers is also 
contemplated under the new development loan fund, if that is 
approved. 

Mr. Passman. You do not think it is necessary for this committee 
to include the $25 million ? 
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Mr. Snow. We think that all countries will have the same degree of 
access—they will have equal access—to the development loan fund, if 
it becomes a reality, and that the sort of loan contemplated would come 
under that fund. 

Mr. Passman. You believe the program could be carried on satis- 
factorily without this particular increase ? 

Mr. Snow. Yes; I believe so. 

Mr. Passman. Thank you, Mr. Secretary. 


REGIONAL DISTRIBUTION OF FISCAL YEAR 1958 PROGRAM 


We shall place in the record page 9 of the justifications, excluding 
classified information. 
(The justification referred to follows :) 


LATIN AMERICA 
Regional distribution of fiscal year 1958 program, by function and country 


{In thousands of dollars] 


| | Tota! Tech- | 
| Military | Defense | mutual nieal | Other 
Country | Total | assist- support | defense | coopera- | programs 
|} ance | assist- tion 
| anct | 


. ! 
Argentina. .- 


Bolivia... -- ; B Piel ddiccial 7 $3, 409 | 
DIOR. ..5-.. Sado * c | Reads | 4, 455 
cnt thinnithdeeagitign atdiekerkaan ot c | x | 2, 670 | 
IND cams aoc ccpab he tuiladsassaenee sae aire c , 590 
REO ck cunnne set Se ew ars : | ee kk 
Cuba cpa x | i. c | 650 | 
Dominican Republic-- - -- : x | 2 ee 210 |-_- 
hat Ml hohe nas een c | c | 2,000 |_- 
eee ae eee j ‘ads | , 050 }_. 
Guatemala. - atlanta | x : 21 580 | 
Haiti_-- - : ; x ae : , 550 | 
Honduras Be ee , c a , 500 
Mexico. ; ; ; : 1,250 |.__- 
Nicaragua - -_- - a i c 980 }_.-- 
Panama. --... . ‘ , Bis . , 800}... 
Paraguay --___. sie : ; . 580 |. 
ere sd. ad ‘ | . 2.910 
Uruguay -_..-- | c 510 
Venezuela _ - ee - ‘ 210 
Overseas territor’es_ _._- : - . R90 |__ 
Regional and undistributed ___-. | sty: Ril , 534 | 
Subtotal ; | 92,956 | $25,956 |__ SIF 35, 000 
Organization of American States (OAS) | at J : , 500 |_- 


Total: program , :-.........-.----. | 94, 456 25, 956 |..-- 25 36, 500 


x Denotes program is contemplated but figure is classified. 


Note.—Details may not add to totals due to rounding. 


Mr. Murrny. For fiscal] year 1958 the military assistance request is 
$25,956,000; technical cooperation is $35 million; special assistance 
under section 400, $32 million; and $1,500,000 for contributions to the 
Organization of American States, giving a grand total of $94,456,000. 

Mr. Mitier. There is no defense support item there ? 

Mr. Murpnuy. That is correct, sir. 

Mr. PassMan. Mr. Secretary, will you state to the committee whether 
or not you know of other instances for which unneeded fund increases 
were made by the other body ? 

Mr. Snow. I am not aware of any, sir. 
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UNEXPENDED BALANCES 


Mr. PassMan. What is the total amount which will be unexpended 
for all programs within the Latin American area as of June 30, 1957? 

Mr. Murpuy, The totals, Mr. Chairman, will be $106,862 ,000. 

Mr. Passman. This is an amount exceeding the total of the request 
for fiscal year 1958. 

Mr. Murpny. Yes, sir. Would you like a breakdown as to military 
and nonmilitary ¢ 

Mr. Passman. We should like to have that information. 

Mr. Murruy. Military unexpended will be $37,442,000 and the 
nonmilitary will be $69,420,000. 


UNOBLIGATED FUNDS 


Mr. Passman. Of the total amount, what portion will be unobli- 
gated ? 

Mr. Murrpny. $5,191,000 of the nonmilitary will be unobligated, 
Mr. Chairman. 

Mr. Passman. This will revert to the Treasury unless it is reap- 
propriated ¢ 

Mr. Murpeuy. That is part of the one-half billion dollars unobli- 
gated that is requested to be reappropriated for fiscal year 1958. 

Mr. PassMan. There were more funds available for fiscal year 1957 
than could be obligated for this area ? 

Mr. Mourruy. | prefer that Colonel Critz answer that. 

Mr. PassMAn. The total just stated will be unobligated ? 

Mr. Murrnuy. Yes, sir. 

Mr. Wiecieswortu, That was nonmilitary ? 

Mr. Murry. No. That was military. It is part of the $500 million 
worldwide. 

Mr. Passman. If the money could have been obligated, in keeping 
with the legislation, it would have been obligated ? 

Mr. Murer. In addition, Mr. Chairman, on the nonmilitary side, 
there will be $1 million of defense support money which does fall into 
the category you mentioned. 

Mr. PassMan. There also is $1 million in defense support funds for 
this area unobligated which will revert tothe Treasury / 

Mr. Mourreny. Which will revert to the Treasury. 

Mr. Passman. The appropriation certainly exceeded the require- 
ments ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Thank you. 

Let me go off the record briefly. 

( Discussion off the record.) 


CONTRIBUTIONS TO 1958 TECHNICAL ASSISTANCE PROGRAMS 


Mr. PassmMan. On page 7 of your statement you commented: 


I wish to endorse the request for $1,500,000 as our contribution to the 1958 
technical cooperation program of the Organization of American States. 


Is this the technical aid program through the United Nations? 
Mr. Snow. No,sir. That isstilla third. 
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Mr. Passman. Is what? 

Mr. Snow. Still a third approach to technical assistance. The bi- 
lateral programs are the first; then we have the regional, OAS, pro- 
gram as the second; and the United Nations program is the third. 

Mr. Passman. There are three of these programs now ¢ 

Mr. Snow. That is right. 

Mr. Passman. You say: 

We propose again to limit our pledge to 70 percent of the total contributed by 
all participating governments. 

Have we contributed a larger percentage in the past ? 

Mr. Snow. No. This is the figure we have been using. 

Mr. Passman. It does not seem that there would be much effort on 
the part of others when you say “limit our pledge to 70 percent of the 
total contributed by all participating governments.” 

Does that appear to be much of a limitation when we contribute 70 
percent of the total? 

Mr. Lanuam. I wondered about that. 

Mr. Miter. Off the record. 

(Discussion off the record.) 

Mr. Atrwoop. I might add in connection with this, I think the word 
“limit” means that of the $1.5 million, which has been set aside as our 
contribution to the Organization of American States, we do not con- 
tribute the $1.5 million if it is over 70 percent of the total. In other 
words, we limit the amount within the $1.5 million to 70 percent. 

Mr. Passman. Of the total project ? 

Mr. Atwoop. Of the total contribution of the other countries. 

Mr. PassmMan. We are contributing 70 percent ? 

Mr. Arwoop. Providing they contribute sufficient to match the $1.5 
million at 70 percent. 

Mr. Passman. In the past have the other p:rticipants failed to 
contribute their stated portion of the program ? 

Mr. A'rrwoop. I don’t have the figures here. 

Mr. Passman. Has the entire appropriation been used during any 
past year ? 

Mr. Atwoop. I have been informed that in 1956 we used $1.2 million. 

Mr. PassMaAn. Was the reason for this that there were not requests 
for the money, or did the participating nations fail to contribute 
their part? 

Mr. Arwoop, ‘The latter. 

Mr. Passman. The recipient nations failed to provide their re- 
quired share ? 

Mr. Arwoop. Failed to come up with sufficient funds. 

Mr. PassMAn. ‘Twenty nations did not consider the program suffi- 
ciently worthwhile for them to provide 30 percent of the total funds 
as compared to this Nation’s 70 percent ? 

Mr. Atwoop. I do not know the reason they did not put it up. 

Mr. PassMANn. It is obvious that even though 1 nation agreed to 
contribute 70 percent, 20 nations failed to provide only 30 percent. 

Mr. Arwoop. They failed to put up sufficient so that $1.5 million 
would be 70 percent. 

Mr. Passman. Is it correct that we provided our 70 percent, but the 
20 nations did not contribute all of their 30 percent ? 
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Mr, Arwoop. We did not put up the $1.5 million. We put up $1.2 
million. 

Mr. Passman. We had available the $1.5 million ? 

Mr. Arwoop. Thatis right. 

Mr. Passman. This Nation had a limitation of $1.5 million as the 
amount which could be contributed. This would have amounted to 
70 percent of the total program, had the other 20 participating nations 
made their contribution. Are not we entitled to explanation as to 
why those 20 nations declined to provide 30 percent of what was to 
have been the total ? 

Mr. Arwoop. I think you would have to go to the problem in each 
country to see to what. extent they were able to make the contributions 
which they proposed to make. 

Mr. PassMANn. This was not on an area basis? 

Mr. Arwoop. Ours is on an area basis. 

Mr. Passman. Was not the fund transferable? If country X had 
said, “We are not able to put up our small portion,” could not we have 
said, “We are going to take this over to country Y”? 

Mr. Atwoop. I am not sure on that point. 

Mr. Passman. How about that, Mr. Murphy ? 

Mr. Murpuy. I do not know. 

Mr. Passman. We should know whether or not there is entitlement 
to transfer funds to an area. 

Mr. Snow. We have a safeguard. These contributions are volun- 
tary on the part of all 21 countries. There is not a mandatory quota 
established. They are voluntary quotas. I do not know the basis on 
which they are apportioned. The contributions to the regular ex- 
penses of what used to be the Pan American Union, now the OAS, is 
66 percent from the United States, and the rest apportioned among the 
other republics. 

This 70 is not very far from that figure. 

Mr. Gary. They collect whatever amount of money they can for 
this program and we match it 70 percent. 

Mr. Snow. With the limitation of 70 percent. 

Mr. Mier. I suppose we could assume many nations would come 
in with their full amount and some of them are not able to, or do not. 
Our matching fund is against the overall contribution and not by in- 
dividual nations ? 

Mr. Snow. That is right. 

These are regional projects. The funds do not go to any one nation. 

Mr. Passman. It isa regional program ? 

Mr. Arwoop. It is regional. 

Mr. Snow. There are six regional centers. 

Mr. PassMAN. Would one region be permitted to provide more than 
the contract called for, so as to be able to use this amount of money 
that otherwise would go back to the Treasury ? 

Mr. Atwoop. It is a question of whether the 20 other countries in 
total put up sufficient in order for us to contribute. 

Mr. Passman. The total is the consideration ? 

Mr. Atwoop. Yes, sir. 

Mr. Passman. If the other 20 nations should provide $642,800, di- 
vided any way they decided it should be divided, as compared to $1.5 
million for this Nation, on a percentage basis we would be contribut- 
ing $63 to their $1. 

Mr. Arwoop. $70. 
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Mr. Passman. I was bringing the computation down to an indi- 
vidual nation. One nation is contributing $70 as compared to $30 for 
20 nations. 

Mr. Atwoon. Yes, sir. 

Mr. Gary. Would you yield, Mr. Chairman ? 

Mr. Passman. Yes, sir. 


LATIN AMERICAN EMIGRATION TO UNITED STATES 


Mr. Gary. 1 was in the Caribbean area, Puerto Rico and Cuba year 
before last. They told me at that time that the number of Puerto 
Rican emigrants to the United States 2 years previous to that was 
7,500. The year previous it jumped to 15,000. That year it was 
estimated it would reach 30,000. 

We discussed the problem of unemployment in Puerto Rico and 
were told, “We do not have any unemployment now. We used to 
have a lot of unemployment, but all of our unemployed are going to 
the United States, so it has relieved us of our unemployment problem.” 

In Cuba we learned that the figures there were similar. There 
were 4,500 emigrants from Cuba to the United States 2 years pre- 
viously, 7,500 the next year, and it was estimated that 15,000 were 
coming that year. 

In other words, the numbers were doubling each year. In addi- 
tion to that, we were told that they were getting ready to organize the 
British Commonwealth West Indies Federation. At the present time 
Jamaica and the other British islands are limited by the British quota, 
but as soon as this federation is organized there will be no limit on the 
emigrants from those islands to the United States. 

We were told, moreover, that there is no quota on any South Ameri- 
ean country, and yet I met a friend, with whom I went to college, 
who is now living in Habana, and he informed me that they could not 
get one schoolteacher into Cuba from the United States. 

He said they would let her come in, but would not let her teach 
school. They were trying in vain to get one teacher from the United 
States to teach the American students in Habana. 

Why do we have to permit situations of that kind to exist? We 
open our country to these people without any restrictions whatsoever, 
overcrowd our people, solve their unemployment problems at the 
expenses of ours, and still there is no reciprocity. 

Moreover, if we are going to take care of their unemployed in the 
United States, why do we have to contribute to the country? 

Mr. Snow. Sir, the immigration laws provide no quotas for the 
Western Hemisphere countries. That includes Canada and the Latin 
American Republics. 

Mr. Gary. Why? I know they do not provide quotas, but I want 
to know why. 

Mr. Snow. It has been considered that it would seem an unfriendly 
act. 

Mr. Gary. Why is it unfriendly on our part if we do not let their 
people in and it is perfectly all right on their part if they do not let 
ours in? I just cannot understand how these things work. It looks 
like there should at least be some reciprocity. 

Mr. Snow. The restrictions that you refer to are apt to be on pro- 
fessional grounds. They are apt to relate to teachers, doctors, den- 
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tists, engineers, accountants, people with a professional background, 
whereas the migrants that you refer to are not professional people 
coming up this way. 

Mr. Gary. Are there any regulations on professionals coming into 
the United States? We would rather have the professionals, at least 
the more intelligent class. 

Mr. Arwoop. It is my understanding there are regulations on the 
extent to which those professionals can practice their profession within 
the States of the United States. 

Mr. Snow. We have State regulations in many cases which prevent 
foreigners from entering one of our professions, such as public ac- 
countancy, or the medical profession. 

Mr. Gary. That is because they have to qualify under our various 
State laws, but this teacher was thoroughly qualified. What they 
wanted was a teacher to teach children of Americans living in Cuba. 

Mr. Snow. There is a certain nationalistic feeling in some of these 
countries with regard to teachers. 

Mr. Gary. That is the point Iam making. There are nationalistic 
feelings in these countries, and it is perfectly all right for them to as- 
sert their nationalism against us, but we must not assert our national- 
ism against anybody in the entire world. 

Why should we throw down all of our bars and open up our borders 
to people without any restrictions at all when they do not do it for us? 
I just cannot understand it. 

Mr. Mitrer. Off the record. 

( Discussion off the record. ) 

Mr. Lanuam. Maybe it is the Congress that has not set the quotas. 

Mr. Gary. Then we ought to do it. I am trying to find out and 
have been trying to find out whose responsibility it is ever since the 
situation was brought to my attention. Whoever is responsible should 
correct it. If it is a part of my responsibility, I want to discharge 
that responsibilty at the very earliest opportunity. 


UNITED STATES CONTRIBUTION TO OAS 1958 TECHNICAL COOPERATION 
PROGRAM 


Mr. Passman. Now, Mr. Snow, we were discussing a moment ago 
the 1958 program and appropriation for the technical cooperation 
program of the Organization of American States. 

The total program involved the participating governments. Had 
those nations made their contribution, the total amount would have 
been $2,146,800. Seventy percent of the total, or $1,500,000, would 
have been provided by the United States. 

Computed on an individual nation basis, if their contributions were 
distributed equally—meaning that of $100, 20 nations provide $30— 
this would be the equivalent of $1.50 for each of those countries, as 
compared to $70 of United States funds. 

When the 20 nations collectively would not provide $1.50 each in 
order to obtain a program where we are contributing $70, comparably, 
does not that fact itself indicate their lack of regard for the value 
of the projects? 

Are not those percentages just too much in their favor for them to 
have failed to provide their comparably small share of money if they 
had been favorably impressed with the value of the program ? 
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Mr. Snow. Mr. Chairman, I think I could render you a better 
service if I gave you a statement later. 

Mr. Passman. I should be pleased, if the committee is agreeable, 
to have your statement inserted in the record. 

(The statement furnished is as follows:) 


Unirep STATES CONTRIBUTIONS TO THE OAS TECHNICAL COOPERATION PROGRAM 


The United States contributes 70 percent of the central fund of the OAS tech- 
nical cooperation program in recognition of the limited membership of the OAS 
and our predominant position economically. The national income of the United 
States is 88 percent of the total national income of all the 21 American Re- 
publics ; the combined income of the other 20 countries is 12 percent of the total. 
These factors are taken into account in determining the assessment scale for 
the regular budget of the OAS, to which the United States contributes 66 per- 
cent. Contributious to the OAS technical cooperation program are on a volun- 
tary basis; i. e., each government determines the amount of its contributions 
each year. There are no assessments in support of the program. 

In addition to the contributions which they make to the central fund, the host 
countries also furnish local support to the projects located in their territory in 
the form of local personnel, services, supplies and equipment, training material, 
ete. In 1957 these contributions by host countries are expected to amount to 
about $200,000, which is in addition to an estimated $2 million already being 
provided in land, facilities, and buildings. 

The United States pledged for 1957 a maximum of $1,500,000, provided that the 
United States contribution does not exceed 70 percent of the total amount pledged 
by December 31, 1957 by all member governments. As of June 28, total pledges 
from other governments amounted to $523,379. This would call for a United 
States contribution of $1,221,218. The United States contribution is paid in 
quarterly installments, based on pledges to date. 

Since the United States contribution is based on pledges from other govern- 
ments made up to December 31, 1957, the full amount of $1,500,000 is obligated 
until December 31, 1957. At that time, if the full amount available for the 
United States contribution is not required, the unneeded amount will be deobli- 
gated, and unused funds returned to the Treasury. 

The payment record of other governments is such that eventually all pledges 
are paid. In order to prevent any United States matching of pledges which are 
not redeemed in a reasonable period of time, the United States included in its 
pledge for 1957 a proviso that it will take credit in 1957 for any pledges for 
1955 from other governments which are unpaid as of June 30, 1957. 

Although the other 20 American Republics have not yet pledged funds sufficient 
to draw down the full $1.5 million, pledged by the United States, their contribu- 
tions have been increasing slowly. In the first 4 years of this program the United 
States pledged $1 million subject to the 70 percent limitation. In 1955 it raised 
its pledge to $1.5 million and in the calendar years 1955 and 1956 pledges from 
the other countries increased by an amount sufficient to draw down more than 
the $1 million the United States had pledged in the earlier years. It is felt that 
this offer of $1.5 million has been serving as an incentive to the other governments 
to increase their contributions to this program, The record confirms this. 


UNEXPENDED BALANCES 


Mr. Passman. What was the total amount left in this particular 
appropriation for fiscal year 1957, or what is the estimated unexpended 
balance ? 

Mr. Murpny. The estimated unexpended balance as of June 30, Mr. 
Chairman, will be $750,000, which is 50 percent of the 1957 calendar 
year contribution. 

Mr. Passman. Not used ? 

Mr. Murrey. It would not normally be paid out until the calendar 
year expired, Mr. Chairman. 

Mr. PassMan. Then, what is the total of the unobligated balance? 
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Mr. Mourpny. I believe the full $114 million, Mr. Chairman, is 
obligated for the contribution this year. 

Mr. Passman. Do you have a record of the deobligations in this 
particular program for the fiscal years 1955 and 1956? 

Mr. Morpny. In 1955 I do not. In fiscal year 1956 the original 
$114 million was pledged that was appropriated. 

Mr. Passman. But at a subsequent date an unexpended balance 
developed ? 

Mr. Morpuy. The obligation was reduced in that instance by the 
$300,000. 

Mr. Passman. Could a similar development be anticipated for fiscal 
year 1957? 

Mr. Merpny. It is conceivable, Mr. Chairman. 

Mr. Snow. Mr. Chairman, it is not as apt to happen this next year 
because in the Committee of Presidential Representatives, a special 
point was made by Dr. Eisenhower and others to encourage further 
participation, further activity in the field of OAS regional technical 
assistance. They have a recommendation in their final act. Effort 
has been put into this to stimulate the interest of the other countries 
in making their contribution and getting along with the job. 

Mr. Passman. All 20 of the American States are in the program. 
What countries made their contributions for fiscal years 1955, 1956, and 
1957,and in whatamounts? Also, what countries made partial contri- 
butions toward their commitments? What countries made no contri- 
bution whatsoever? Then, kindly inform us as to the reasons it is re- 
garded as necessary for the full amount requested for fiscal 1958 to 
be appropriated, based upon the experience with the program in prior 
vears. 

(The information requested is as follows :) 


Pledges and payments of the United States and other American Republics to the 
OAS technical cooperation program, calendar years 1954-57 


1954 

Countries : Pledges 
NE A Seis coe eee Ree oe see $100, 000 
Ne een eee gS cbikihalietenabtee md iins net asie ais 7, 388 
Neen Te enn eee eaten ede eka cnh 150, 000 
a ee old babiinnbablipe psa wiwam 34, 452 
Nene oe hae tl ewe 39, 494 
Cee er eink memes ike 3, 571 
RO eh CBE RAE DIE IS Ea ae De Se eae ee 17, 143 
PE ete oS SoU ae ee 6, 722 
a alia tlc silent 7, 000 
a a ad estmegninee 4, 571 
se enn enionnventpaninaianebeeel 5, 000 
OO a lem emeitnecnked 2, 000 
Nee he hal ceetathiciean Aiimepebatncenee 4, 622 
CE ae Pele a AR ee eT tae lim matbiaebe | miniebige 
i liaamincameenmn gunn 5, 000 
a ae hee a tsi bin beidinblbin 2, 714 
a  cctgncnbmmrguntyndeidtubtinantt < tibiae 
Ne te re ig wala ahd aR, Sanit tsddind alee acuh utes mdencakds 13, 865 
I a aie di alld elas iebehiekibed 22, 351 
hide 5, 000 

Total pledges by other countries for 1954__...--._..-________-_ $430, 893 
ah Le sindemweditim mie anee . 852, 335 


All these pledges have been paid. 
Norr.—Mexico and Peru made no pledge for 1954. 
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Pledges and payments of the United States and other American Republics to the 
OAS technical cooperation program, calendar years 1954-57—Continued 


Countries: Pledges 
Argentina ; $100, 000 
Bolivia 7, 388 

150, 000 

34, 452 

UD cE i a a a 39, 494 
Costa Rica 3, 571 
Cuba 17, 143 
Dominican Republic : 6, 722 
Ecuador : 9, O38 
6, 722 

7, 000 

z 2, 000 

I UC I inte ants 4, 622 
I 24, 000 
Nicaragua 5, 000 
Panama 3, 991 

5, 000 

, 14, 000 

Uruguay 13, 865 

Venezuela 


Total pledges by other countries for 1955 
United States contribution 1, 135, 768 


All these pledges have been paid. 


Countries: Pledges 
Argentina cs aimaanatoy dap dalee oacadspamaparapmtoempanontehasine chase aia 
Bolivia 7,388 
Brazil 150, 000 

34, 452 

47, 148 

3, 571 

17, 1438 

Dominican Republic 5, 786 
Keuador . 4, 500 


6 oOo 


), baw 

7, 000 

2 640 

Honduras... .............. stein sina pit alain ciuiceainean tienes 6, 000 
Mexico . 24, 000 
Nicaragua 5, 000 
Panama 3, 991 
POPRSOR qn wenn nee oe Gta iutezeetniespleaaaiian sian 5, 000 
7 14, 000 

Uruguay 20, 571 
Venezuela 30, 000 


Total pledges by other countries for 1956 $514, 907 
mite’ Mbates. Comirentles oo. ak 5 oh kc ede i ercicwiccmceawe ole 1, 200, 000 
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Pledges and payments of the United States and other American Republics to the 
OAS technical cooperation program, calendar years 1954-57—Continued 


PAYMENTS BY OTHER COUNTRIES AGAINST 1956 PLEDGES 


Countries : Pledges 
Paid of June 30, 1957: 
hi ttiaiticccdeidaivnciotetaemeeniammnts $120, 000 
Oe ecco ssc shameutiducaiddwcceous 34, 452 
A acct seas salinanieparabariegtcptnds 47, 143 
COU oh bribdicndiicdwtnusecoctadeuawnccmees 3, 571 
Demninices ewan lle <5 oc eee eseswccucsce 5, 786 
SN i i ns see tis reese enenes enn 4, 500 
et I ann eccdtnecaecstccccupansdesswssesccas 6, 722 
oS re Sabaneta 7,000 
8 ee ee ee ee re nee 2, 640 
RN Bg oe cin oe a bide mnenmeemee 6, 000 
a een naman 24, 000 
Deo a tect acai cpemnewrerenmnewminewnses 5, 000 
a llc aplbani sl dereiiceaticinaiecnesgiciscaeahaancinlarie 3, 991 
ake nS rah dias ort an atestanonokeeninerenentuioeianimnbedte 14, 000 
Tides ten cpenseiarnenincunsemmne mes hiemispiilinann deals 30, 000 
Pak case cats lr cc icicle tata even eatin en taconets $314, 805 
Unpaid as of June 30, 1957: 
I nm pnb til dite taal oe $7, 388 
NN ian: cea ae alain arama tis ds ibe thd thid cb eidthde bidet 150, 000 
in telat ee ie nant actincem atten imiutngneinsdtromnmaiininiminantenalbtd toh 17, 148 
as asl nc arrestee ea arec aslaeiaida ine 5, 000 
I ee i io semen drkmeestetencrticibebinreiosben 20, 571 
Se ili Giri iciihinmntindkinnnden pie nintiantmmnmtiipmeesimg 200, 102 
TU aaa a igs eco ine nccdteen iad dns cs ini ince natant eens eredenie Solnehiinsiien 514, 907 
1957 
ee oc. oe oe eicdneeusnndiesbuseannessen $120, 000 
INeR 2 ge ere oc edn Bkeiteetowedb) EMAL. ie 
a Re 160, 256 
0 SC ee eee ee ee Setepasaadesesunun 3 52 
Pe ee ee oc eee 47, 143 
I ont re Vicci heeobbehowe ‘inbenem 4, 500 
Re a ae et 8 ee ese ps Sessa vtec erat asin 17, 148 
Deminicun Republic... =.-....---......+ sara ata anes cn 5, 786 
6 eee  CpsRERigueeewebaccbe 9, 033 
I i a Eh a ce Reise deine 6, 722 
I i rn tnd its iminisintiinneebne 7, 000 
TI oe a ee Waa ses cies ees - 2, 640 
I cre rr Te 6, 000 
I ng Sa er ee — “ — 24, 000 
Se sciernias chcttns nesting, wilt hc ie tala Paella aa sa 5, 000 
ee Rak Wee est itd diibes te at LY 8, 991 
re sec a ee ee eee 
laa i eiabarasatepeadiienreeuniesnmice: 14, 000 
ON i ick isn ilies as iesdiew er uate a ener tiniest ter cteshaan eves ene 25, 713 
Dek isch cniarectanitiazenadnstnnsstinmaacetess waruiieierntershaaeeia 80, 000 
Total pledges by other countries for 1957_____- bs satenatiet 523, 379 
United States contribution as of June 30, 1957___________________ 610, 609 
ToGn wren Pontes Weeuee..... 6 o-oo s 500, 000 


Note.—Bolivia and Paraguay have made no pledges for 1957. 
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Pledges and payments of the United States and other American Republics to the 
OAS technical cooperation program, calendar years 1954-57—Continued 


PAYMENTS BY OTHER COUNTRIES AGAINST 1957 PLEDGES 


Paid as of June 30, 1957: Pledges 
Dominican Republic 
Ecuador (partial) 
El Salvador 
Honduras 


Total paid 

Unpaid as of June 30, 1957 : 
Argentina $120, 000 
i 160, 256 
34, 452 
47, 143 
4, 500 
17, 143 
Ecuador (partial) 33 
I yi args se ms sien ee ohio gk csemsinnarins cabana Maman asia a a 7, 000 
Haiti 2, 640 
Mexico 24, 000 
Nicaragua . 5, 000 
-anama 3, 991 
14, 000 
Uruguay 25, 713 
Venezuela 30, 000 


Total unpaid 495, 871 


Total 523, 379 
Pledges from other countries and the corresponding amounts pledged by the 
United States have been increasing gradually since fiscal year 1952. Pledges 
from other countries to date in 1957 will result in a United States contribution 
of $1,221,218 for fiscal year 1957, and additional pledges which other countries 
may yet make in 1957 may result in an additional United States contribution. 
With regard to fiseal year 1958, it is expected that the pattern of recent years will 
continue, and that there will be a further increase in the pledges of other coun- 
tries. A decrease in the amount available for the United States contribution 
would be subject to the interpretation that United States interest in the program 
is lessening. It is important, therefore, that the full amount of $1.5 million be 
appropriated in order to encourage other governments to continue to increase 
their contributions. 


Mr. Lanham ? 
ORIGINATION OF REQUESTS FOR TECHNICAL ASSISTANCE 


Mr. Lanuam. I just wonder—you state that you set up these pro- 
grams only in countries that request them. Do you have salesmen 
going out, trying to get the countries to set up programs, so that they 
can request them? Just how are they originated? What do you 
mean by “requests” from one of these countries for any of these pro- 
grams? 

Mr. Arwoop. Mr. Lanham, there are no salesmen out drumming up 
business. 

Mr. Lanuam. You do not call them that, but do you not have 
missions ? 

Mr. Atrwoop. We have the technicians who are out in the field, 
carrying on the current program, and of course they are in constant 
touch with the people in the other country who are engaged in these 
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development programs. The way in which it happens is that a country 
is either working on an agricultural program or it is working on a 
health program of its own, “and it has made a request in general terms 
to the United States to cooperate with them in that program. 

When that request is made, then our technicians do get together 
with their technical counterparts in the other country and try to de- 
termine what type of assistance we can give, whether it will be effec- 
tive or not, in accordance with the criteria I mentioned in my presen- 
tation ; and then we finally come to an agreement, and set up a project 
whereby we will make a contribution to that program. 

There are no United States program being carried on in Latin 
America. There are programs that the other country has started 
and is carrying on and has requested help in connection with that 
program. 

It is perfectly true that our technicians do talk over the various 
ways and means by which effective cooperation can be developed in 
order to achieve the results. 

Mr. Lannam. Over the years, is that the way it has been done? 
How did they originally do ‘this? You say you have technicians there 
carrying on programs. How did those programs originate? Did we 
go over there and sell them to them ? 

Mr. Arwoop. No. They are the programs of the other country. 
Every country has programs where they are trying to carry forward 
their agricultural development, or they are trying to improve their 
road systems, or they are trying to improve their agric aitere, their 
extension service, their 4-H Club operation. 

They have all got that type of operation going on in their country. 

Mr. Lannam. Have they definitely asked us “for help or have we 
suggested we might be of help? 

Mr. Atrwoop. They have asked us to be of help, first, in general 
terms. “Can you cooperate with us in this general field of agricul- 
ture? Can you cooperate with us in the health field?” Then it be- 
comes a study, whereby we find out where effective help can be granted. 

It may be in the extension part of agriculture; it may be in the 

marketing part of agriculture. It may be in any aspect. 

Mr. Lannam. Who set up this 70-percent proportion ? 

Mr. Atrwoop. That is in the Organization of American States, in the 
mulfiaterel technical cooper ration program. It was done in the Or- 

ganization of American States by the 21 sovereign countries; in other 
worl in their own meetings. 

Mr. Lanuam. Our own representatives, of course, agreed to it? 

Mr. Arwoop. Yes, sir. 

Mr. Lanuam. That is all. 

Mr. Passman. Mr. Natcher? 


OAS TECHNICAL ASSISTANCE PROGRAM IN AGRICULTURE 


Mr. Natcuer. Mr. Snow, what proportionate part of the $1,500,000 
contribution that we make to the Organization of American States 
for technical cooperation programs is used directly or indirectly for 
agriculture ? 

Mr. Snow. Sir, I do not have that figure readily in mind. 

Mr. Naccuer. I wonder if you would insert that in the record at 
this point ? 
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Mr. Snow. I merely have here a project summary, which refers to 
the OAS project conducted in Turrialba, Costa Rica, by the Inter- 
American Institute of Agricultural Sciences. The figures show an 
estimated cost for fiscal year 1957 of $451,000. I judge that to be 
the oo cost to the OAS fund, not just the United States share by 
itself. 

Mr. Natcuer. I wonder if you would insert the information re- 
quested in the record? Just give the approximate amount. 

Mr. Snow. You would like to know how much of our contribution 
goes to agricultural technical assistance ¢ 

Mr. Natcuer. Yes. I would also like to know, Mr. Snow, what 

roportionate part of the total contribution that is made to the Organ- 
ization of American States from every source is used directly or 
indirectly for agriculture. 

Mr. Miter. Off the record. 

(Discussion off the record.) 

Mr. Snow. I will do my best to get you those figures. 

(The information to be furnished follows:) 


UNITED STATES CONTRIBUTION TO AGRICULTURAL TECHNICAL ASSISTANCE UNDER 
THE OAS 


Under the OAS technical cooperation program, the Inter-American Institute 
of Agricultural Sciences is carrying out a project of technical education for the 
improvement of agriculture and rural life costing $451,000 in 1957. The United 
States share of the project would be 70 percent or $315,700. 

In addition the Inter-American Institute of Agricultural Sciences engages in 
other agricultural activities of research, training, and experimentation under 
its regular budget. The United States helped establish this Institute under a 
convention which it ratified June 29, 1944, and contributes to its assessed budget. 
The United States, in this case, is assessed like all other participating govern- 
ments $1.25 per 1,000 of population, or 69.68 percent of the assessed budget. 
In 1957 the assessed budget totaled $302,064 of which the United States contrib- 
uted $210,472. 

Thus the United States contributed a total of $526,172 to agricultural activities 
under the OAS. 


DETERMINATION OF UNITED STATES CONTRIBUTION TO OAS PROGRAM 


Mr. Narcurr. Mr. Snow, how do we arrive at this percentage that 
you use here of 70 percent? Who agrees to that? 

Mr. Snow. I would have to ask Mr. Atwood. I am not familiar with 
that. 

Mr. Arwoop. That is pledged by the representatives of each of the 
21 American Republics meeting in the Organization of American 
States. 

Mr. Narcuer. At this meeting, it is decided that the payment from 
the United States Government is to be 70 percent of the total ? 

Mr. Arwoop. That has been the percentage in the past. In working 
out the contributions that would be made by the various countries, it 

ras agreed that limitation is in there. 

Mr. Narcuer. That is all, Mr. Chairman. 

Mr. Passmwan. Mr. Denton? 








682 
NAVAL AID TO FOREIGN COUNTRIES 


Mr. Denton. I notice that the military assistance consists in many 
cases of ships that we are giving to the Latin American countries, 
We have a program whereby ships of the United States which are 
mothballed are turned over to other countries. Are these ships that 
are being given to these Latin American countries turned over to them 
under that program ? 

Colonel Hanrorp. These ships under the ship loan program, sir, are 
turned over to those countries on a loan basis for 5 years, 1f the country 
accepts the cost of rehabilitation and future support. They are not 
in the grant-aid program. 

Mr. Denton. I notice so much money is set aside for each one of 
those vessels. Does foreign assistance pay the Navy that amount of 
money ¢ 

Colonel Hanrorp. (Off the record.) 

Mr. Denton. I do not think you understand my question. When 
we turn these vessels over to those foreign countries, these justifications 
show that a certain sum of money is set aside out of foreign assistance 
for that. 

Colonel Hanrorp. That is correct. 

Mr. Denton. Do you give that money to the Navy ? 

Colonel Hanrorp. That is right, sir, in some countries. 

Mr. Denton. That means the Navy has that much more money to 
spend on modern ships ? 

Colonel Hanrorp. She would not have this rehabilitation to per- 
form if this particular ship was not inserted in the program. It is an 
additional expense to the Navy. 

Mr. Denton. You give these vessels to them. but these costs that 
you have in here are what it takes to rehabilitate them ? 

Colonel Hanrorp. That is right, sir. 

Mr. Denton. How much is the carryover on military operations ? 

Mr. Morpny. $37,442,000. 

Mr. Denon. I noticed these various military items that you men- 
tioned that pertain to these countries consist very largely of rounds of 
ammunition and these vessels. Some times they are artillery and 
things of that nature. 


CAUSE FOR DELAY IN DELIVERY 


Why should there be any delay in delivery on those items ? 

Colonel Crrrz. The primary part of the delay, Mr. Denton, is in 
the ships and the heavier equipment, but in some cases we have inten- 
tionally delayed the delivery until they have had their forces in being; 
in other words, they had not gotten them up to the point of receiving 
it before we would actually delivery it. That has happened in three 
countries. 

Mr. Denton. The delay is on their part, not ours ? 

Colonel Crrrz. That is right, in those cases. Now, they are coming 
along and we are ready to deliver the equipment. 
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PURPOSE OF MILITARY ASSISTANCE PROGRAM 


Mr. Denton. The United States is trying to get them to build up 
their armies, and navies, and armament ? 

Colonel Hanrorp. To improve the efficiency of it, in order to get 
them more modern. By “modern” we do not mean guided missiles or 
anything like that. We just mean to replace the obsolescent equip- 
ment in their hands with United States equipment if we can possibly 
do it. 

Mr. Denton. There is no danger of Russia or any Communist 
country invading South America ? 

Colonel Hanrorp. There is no immediate threat right now. There 
was no doubt of their intention to infiltrate the area in 1954. There 
is still some underground; yes, sir. 

Mr. Denton. We had this yesterday. They are infiltrating through 
the Far East where we are spending more for military than any 
oo else. They are infiltrating. The Army does not prevent them 

rom infiltrating. 

Colonel Hanrorp. There is no doubt we will do our best to prevent 
them from infiltrating. 

Mr. Denton. You are not afraid of communism infiltrating the 
Armies in South America ? 

Colonel Hanrorp. No, sir. 

Mr. Denton. If there should be a conflict any place other than 
South America, you would not expect the Latin American countries 
to send anything other than a token force? 

Colonel Hanrorp. That has been the experience. 

Mr. Denton. I appreciated the rather ingenuous argument you 
made about their ability to guard the supply lines. I know there is 
a small amount of military aid to South America. It looks to me 
that is the danger of this whole program. We started out in Europe 
with a 5-year program, and now it has spread to something as far 
removed from it as the military force in South America. have a 
very hard time understanding that. 

You said that we had 100,000 men in World War II down in South 
America. Of course, you only have 50,000 men under arms in South 
America now, do you not? This program only calls for 50,000 men 
in the Army in South America ? 

Colonel Hanrorp. That is right. That is in the units in being 
right now which we are supporting under the military assistance 
program. 

Mr. Denton. Of course, if you had the same problem, you would 
have to take almost the same number down to South America. 

Colonel Hanrorp. No, sir, because the bulk of our forces were in 
Panama, Guantanamo, and areas like that, our own forces. There 
was a commensurate number of United States military in these other 
countries. 

Mr. Denton. There are still a great many Americans down there. 
If a situation like World War II developed again we would need a 
great many Americans down there. 

Colonel Hanrorp. Yes, sir. I firmly believe so, for example, in 
Cuba in the last war we even sent over part of a cannon company 


DN eel a Sacto 











684 


to assist them to patrol some of the areas against saboteurs and things 
like that. 

Mr. Denton. The reason we have military aid for South America 
is to get their good will more than anything else, is it not 

Colonel Hanrorp. No, sir. The Joint Chiefs of Staff have said 
there is a military necessity for it. They have established the force 
bases. They have said that in any future emergency these will elimi- 
nate the possibility of our having to furnish, for example, these par- 
ticular ships for antisubmarine warfare, these particular aircraft to 
patrol the coast. 

Mr. Denvron. Only for ships and aircraft, but not the ground forces. 

Colonel Hanrorp. The ground forces are not in great numbers, sir. 
1 will put it this way. We are modifying types of units in order to 
have more appropriate forces there. 

Mr. Denton. I think it is a good thing to give them the vessels in 
mothballs and let them operate them. 

Colonel Hanrorp. We feel the antiaircraft units in the area are a 
little outmoded and we feel it necessary to modify the present units. 

Mr. Denton. In view of the trouble that Haiti is having down there 
now, maintaining a stable government, is it a good investment to give 
aes money for their Navy; ; and consider the Dominican Republic, 

e are having this trouble about Aviator Murphy disappearing. We 
are having some trouble with Dictator Trujillo. 

Is ita good idea to give them money for equipment at this time? 

Colonel Hanrorn. At the time we initiated the program we were 

having no difliculty with the Dominican Republic, and are not now 
with the exception of discussions over the disappearance of a United 
States citizen. Haiti has always been a force where there has been 
a need for assistance because of the economy of the country. There- 
fore, the force proposed by the Joint Chiefs could not be supported 
by the country. Itisa very small force. It would assist in the patrol 
of certain areas. 

Mr. Denton. I have difficulty trying to pick out this country and 
that one. Why do you select one and not the other ? 

Colonel Hanrorp. Some countries did not wish to enter into a bi- 
lateral agreement with us; they wish to purchase. Some countries have 
lesser strategic importance than others. 

Mr. Denton. If we did not give them any money for military aid 
it would not be an awfully serious matter ? 

Colonel Hanrorp. We propose in the future—and we do it wher- 
ever we can—to put it on a sales basis. In the case of Venezuela they 
purchase every bit of their equipment. 


SPECIAL ECONOMIC ASSISTANCE 


Mr. Denon. In these books where can I find what economic devel- 
opment payment we have made in South America? 

Mr. Arwoop. There is no economic development in the sense of de- 
velopment assistance in Latin America. 

Mr. Denton. You do have it in Guatamala. 

Mr. Atwoop. The special economic assistance in Latin America is 
in Guatamala, Haiti, and Bolivia. 
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Mr. Denton. We cid have some economic development in Haiti and 
in Guatamala. 

Mr. Arwoop. Yes. 

Mr. Denton. Where could we find out what we do there ? 

Mr. Arwoop. In the writeup of the economic and technical coopera- 
tion objectives in the Latin American volume under the country. 

Mr. Denton. Have you built a water project there / 

Mr. Arwoop. No, sir. 

Mr. Denton. What do you do there ? 

Mr. Atwoop. Our economic development program in Haiti was 
following the hurricane and it was for rehabilitation of the coffee, 
roads, and so on. 

Mr. Denton. Can I find that any place in the books? 

Mr. Arwoop. It is in the Haiti writeup on page 101, also 102— 
“Accomplishments.” 

Mr. Denton. I guess somebody could get that information. We do 
have a continuation of the construction of the Artibonite Dam, 

Mr. Arwoop. That is through an Export-Import Bank loan. 

Mr. Denon. That does not come out of this? 

Mr. Atwoop. That is through an Export-Import Bank loan. We 
have helped them with technical cooperation in connection with the 
project. 

Mr. Denron. I have difficulty in determining what you did with the 
money 

Mr. Arwoop. We tried in the individual countries’ statements to 
give the accomplishments and the objectives in detail. 

Mr. Denton. It is so general. 

Mr. Arwoop. In the amount of space available you cannot give it 
in detail. 

Mr. Denron. As far as we are concerned, our problem is to deter- 
mine how much money you need. I think I have heard about every- 
thing else but that. 

Mr. Arwoop. The decision in Haiti as to the amount of money that 
was necessary was on the basis of the damage done by the hurricane 
and the areas that had been destroyed by the hurricane, and the proj- 
ects were worked up in order to try to put the economy back on its 
feet after the hurricane. The various projects are listed in the book. 

Mr. Denton. I just took Haiti at random. 

Mr. Arwoop. The same thing will hold true in the Guatemala situa- 
tion. When we stepped in with special economic assistance they were 
completely without funds. They had a very serious unemployment 
problem and the projects which we chose were roadbuilding and land 
settlement, basically. Most of that money was spent on roadbuilding 
which would help relieve the unemployment situation and also 
strengthen the economic base so that Guatemala could get on its feet. 

Mr. Denon. I think that is all. 

Mr. Avexanper. I had the privilege during World War IT of visit- 
ing al] the Latin American countries on the west coast. In talking 
with officials and people in general I got the impression the grants 
they were receiving at that time from the United States were going 
to the very select rich people in those countries. The people gener rally, 
from all I could find out, were not receiving any benefits from it. Is 
that a false impression that I got ? 
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Mr: Arwoop. I think that isa false impression. There are no grants 
given to any individual whatsoever. 

Mr. Atexanper. How were they handled at that time—in 1943 and 
1944? 

Mr, Atwoop. The grants we made in various countries are the 
grants to these joint funds in order to carry out certain projects. 

Mr. ALexanper. Was it done that way then ? 

Mr. Atrwoop. Yes. It has been done that way from the beginning 
in 1942. 

LATIN AMERICAN COUNTRIES RECEIVING GRANT AID 


Mr. Atexanper. How many Latin American countries are now 
receiving grant aid from the United States ? 

Mr. Arwoop. Grant aid in terms of economic dev elopment—just 
Bolivia and Guatemala. 

Mr, Atexanper. Are they the only ones that received aid last year? 

Mr. Atwoop. Yes. There was some money being spent in Haiti but 
it was from a previous year’s appropriation (fiscal year 1956). 

Mr. Atexanper. Are they expected to, or do they intend to pay any 
of these grant aid funds back ? 

Mr. Atwoop. Those grant aid funds for special emergency economic 
assistance are not paid back. That is grant aid. 


USE OF DEVELOPMENT LOAN FUND IN SOUTH AMERICA 


Mr. Arexanper. Under your request this year how much are you 
expecting to loan under the development loan fund to South America? 

Mr. Atwoop. We have not placed any estimate on the development 
loan fund. 

Mr. ALexanper. Do you expect to do so? 

Mr. Atwoop. I think it is reasonable to expect there will be requests 
for loans. During last year there were requests beyond the amount 
of money available under the Smathers amendment for $15 million. I 
expect there will be, and the loans will fit the criteria discussed in con- 
nection with the development loan fund. But we have not programed 
for that. 

Mr. ALexanver. Do you think the Latin American countries have 
developed to the point economically where the can get hard loans, or 
loans through the Export-Import Bank ? 

Mr. Arwoop. They are doing the major part of their economic de- 
velopment from private investment, loans from the Export-Import 
Bank and the International Bank. 

Mr. AtexaNnper. Then it would not be a catastrophe if the develop- 
ment loan fund was not made available to the Latin American coun- 
tries; is that not correct ? 

Mr. Atwoop. Well, I think that it would be inadvisable to discrim- 
inate as to what countries would be eligible for a loan from the loan 
fund if it existed. 

Mr. Avexanper. You understand these are soft loans, actually 
grants that are really not expected to be paid back. Do you feel that 
they are able to pay it back ? 











687 


Mr. Arwoop. As far as the loans made under Smathers amendment 
last year are concerned, we intend that they will be paid back, and I 
think they will be. There are no soft loans under the Smathers fund. 


PUBLIC LAW 480 FUNDS AVAILABLE IN LATIN AMERICA 


Mr. Arexanper. How much money did the South American, or the 
Latin American countries receive under Public 480 in 1957? 

Mr. Atwoop. Do you want the total amount of goods sold, or the 
total amount of money available to be loaned to Latin America? 

Mr. Avexanper. I think that we ought to have the amount of goods 
sold and the amount of money they contracted to pay for the goods. 
You can put that in the record if you do not have it at hand. 

Mr. Arwoop. I can give you the total loan agreements which have 
been concluded with Latin America as of May 10 of this year. 

Mr. Avexanper. I would prefer to have a full and accurate state- 
ment of all of it if you care to put it in later. 

Mr. Atrwoop. That statement is to include, I take it, the total sales 
of surplus products made, the amount of local currency deposited and 
then the amount available for loans to those countries under that 
program ? 

Mr. Atexanper. That is right. 

Mr. Atrwoop. I will be glad t to do that. 

Mr. PassmMan. Include the program since the inception of Public 
Law 480. 

Mr. Atwoop. You want to know the total amount of sales made and 
the total amount of loans available to the other countries? The orig- 
inal sale generates currency which is deposited in the United States 
account. A percentage of that amount deposited is loaned to the 
other country. My question is, do you want the amount loaned, or 
the amount available for loan to the other countries? 

Mr. ALexaNper. I think that that would be sufficient by countries— 
the amount of the sales contract, the amount of money available for 
loan to those countries also being included. 

Mr. Atwoop. I will be very happy to do that. 

(The information requested is as follows :) 


93522-—-57——-44 
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Sales agreements and local currency loans in Latin America pursuant to the Agri- 
cultural Trade Development and Assistance Act of 1954 (Public Law 480, 838d 
Cong.), as amended, from beginning of program through June 30, 1957 


[In thousands of dollars] 


Planned use of cur- | 


Date sales Value of surplus com- | reney available for | Date loan 
Country agreement | modlities programed | loans for multitrade | agreement 
signed | under sales agree- and economic de- signed 
ment ! velopment under 


see. 104 (g¢)2 


Argentina —. ; Apr. 25, 1955 $5, 800 $2, 300 (3) 
Dee. 21, 1955 24, 760 17, 700 (3) 
Bolivia __. : June 7, 1957 | 6, 750 | 5, 400 (3) 
Brazil Nov. 16, 1955 41,514 31,320 | July 10, 1956 
Dee. 31, 1956 | 138. 700 | 117,895 | Dee. 31, 1956 
} } (Jan. 7, 1957) 
CU thos ce ee .| Jan. 27,1955 5, 007 4,000 | Feb. 16, 1954 
| Mar. 13, 1956 35. 100 27, 680 (3) 
Colombia . . : Tune 23, 1955 5, 300 3,000 | Oct. 8, 1956 
Dec. 20, 1955 11, 600 | 7,000 | Oct. 6, 1956 
Apr. 16, 1957 | 13, 130 | 12, 240 (3) 
Ecuador-_. - -| Oct. 7, 1955 4, 020 3,100 | Jan. 20, 1956 
Feb, 15, 1957 4, 056 | 3,180 | Apr. 19, 1957 
Paraguay - - - May 2, 1956 | 3, 000 2,250 | Mar. 8&8, 1957 
Peru -_- £ Feb. 7, 1955 | 3, 680 | 2,430 | Aug. 1,1955 
June 25, 1955 3, 800 2. 800 Do. 
Sept. 20. 1955 3, 320 2,320 | Mar. 6, 1956 
May 7, 1956 2, 780 2, 000 Do. 
5, 1957 3,900 2, 800 | a) 


Total. 


“I 
-_ 


! Markct values including ocean transportation. 
? Equivalent value of local currency. 
* Loan agreement not signcd as of June 30, 1957. 


Mr. Atexanver. What other funds coming from the United States 
other than the funds from Public Law 480, military assistance, eco- 
nomic assistance, and so forth are available? 

Mr. Atrwoop. Outside of that it would be loans which they obtain 
from the Export-Import Bank, from private banks, from private in- 
dividuals, from the International Bank, and from the International 
Finance Corporation. 

Mr. AtexANnper. You have special assistance. 

Mr. Arwoop. That is special economic assistance. 

Mr. ALexAnper. How about point 4? 

Mr. Arwoop. That is it. 

Mr. Atexanper. That would all come under economic assistance? 

Mr. Atwoop. Yes. 


FIRMNESS OF BUDGET PROGRAM 


Mr. Avexanper. I understand that you are requesting $94,500,000 
for the fiscal year 1958? 

Mr. Atwoop. Yes. 

Mr. Atexanper. You stated in your statement : 

I think the amount of money we are requesting under the mutual security pro- 
gram this year for Latin America might be called the irreducible minimum in or- 
der to achieve our goals. 

Mr. Snow. That was my statement. 

Mr. Avexanver. Now, I believe that the Congress reduced the 
amount requested last year, and in addition to that we still have funds 
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that were not used. Do you think that we could cut this amount down 
without jeopardizing the objectives that we have ? 

Mr. Snow. I made that comment in my statement because of m 
long association out in the field with the officers who prepare the proj- 
ects. They are also screened in Washington, whether they pertain to 
the military portion of the program or the economic, and I know how 
conscientiously they are done. I feel confident that our estimates are 
as solid as we can make them at this time. We cannot foresee exactly 
how much money we will actually be obligating or spending, and I am 
sure you favor the principle that if we run up against a snag, if we 
find that certain money cannot be well committed or expended, we 
should not commit or spend it. That may mean that when we sum u 
at the end of the year we have not used all we asked for, but I think 
that is as it should be under those circumstances. 

Mr. ALexanver. If the Congress in its wisdom, should decide to cut 
down drastically all of the amounts requested, where, in your opin- 
ion, do you think we could cut and do the least harm to our overall 
objectives? Would it be in technical cooperation, special assistance, 
or military assistance? Whore would you suggest it could best be cut 
in these programs in Latin America / 

Mr..Snow. Mr..Alexander, I can make no suggestion along that line 
because I sincerely consider that our estimates are sound and that each 
item in them is a necessary component of our foreign policy program 
for Latin America. 

Mr. AuexaAnper. In studying the whole program, though, you do 
not feel they all have equal merit, do you? 

Mr. Snow. Yes. I think they do. I do not know of any weak 
spot in the program. 

Mr. Avexanper. In other words, if the Congress in its wisdom feels 
that it has'to cut, it will have to use its own best judgment rather than 
the judgment of the people who have the best knowledge of things 
down there; is that right ? 

Mr. Snow. I sincerely hope that our estimates will not be cut. 

Mr. ALexanper. I am sure you would not have requested this amount 
of money unless you thought it necessary, but there are a lot of differ- 
ences of opinion with regard to the scope of the overall program of 
mutual security. 

PIPELINE FOR LATIN AMERICA 


How long would the pipeline last in Latin America if we do not 
appropriate any funds for this program this year? 

Mr. Morreny. On the idtitntibery side, which is all I can speak to 
on that question, the pipeline is just about 1 year’s expenditures. We 
request in the fiseal year 1958 $68,500,000 and our unexpended balances 
on the military side are $69,400,000. 

Mr. Atexanper. Could we get the answer from the military side? 

Colonel Hanrorp. About the same, 1 year. 

Mr. Passman, For Latin America? 

Mr. Morpuy. Yes. 
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NATIONS RECEIVING AID FROM THE UNITED STATES 


Mr. Passman. I wish to request a list of all the nations in the world 
receiving our aid, either with our technical aid program, economic aid 
program, or military aid program, The Library of Congress this 
morning provided me a list showing a total of 86 nations in the world. 

Mr. Murpny. May I ask a question about your request ? 

Mr. Passman. I am going to hand you this list from the Library of 
Congress. 

In providing the information requested, kindly indicate past, pres- 
ent and future. We discussed yesterday a nation with a $28 million 
carryover from prior appropriations, so we will be in that nation with 
a program for at least 2 or 3 years yet, although there is no appro- 
priation request this year for that nation. Therefore, please indicate 
all the nations we are helping. 








(Insert information.) 


NATIONS OF THE WoRLD 


Afghanistan’ 


Jordan’ 


Albania Korea (North) 
Argentina * Korea (South) ? 
Australia Laos’ 

Austria * Lebanon ? 
Belgium ” Liberia . 

Bolivia ? Libya 

Brazil * Liechtenstein 
Bulgaria Luxembourg * 
Burma * Mexico’ 
Cambodia * Monaco 

Canada Mongolia 
Ceylon’? Morocco’? 
Chile’ Muscat (Oman) 


China (Red) 
China (Taiwan) ? 
Colombia * 

Costa Rica’ 


Nepal * 
Netherlands’ 
New Zealand 
Nicaragua ?* 


Cuba * Norway? 
Czechoslovakia Pakistan * 
Denmark * Panama ” 
Dominican Republic * Paraguay * 
Ecuador’ Peru’ 
Egypt’ Philippines ? 
Ethiopia * Poland * 
Finland Portugal? 
France* Rumania 
Germany (East) Salvador?” 


Germany (Federal Republic) * 
Great Britain* 


Saudi Arabia? 
South Africa 


Greece * os , 

Ghana udan 

Guatemala’ Sweden P 

Haiti* Switzerland 
Honduras* Syria 

Hungary Thailand . 

Iceland ’ Tunisia | 

India * Turkey 

Indonesia * Union of Soviet Socialist Republics 
Iran? Uruguay’ 

Iraq* Venezuela’ 
Ireland’ Vietnam (North) 
Israel * Vietnam (South) * 
Italy * Yemen 

Japan * Yugoslavia ? 


1 Aid recipient nations. 
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SUMMARY OF BUDGET PROGRAM FOR LATIN AMERICA 




































rid Mr. Wicatrswortn. I call attention for the purpose of the record 
uid to the fact that insofar as Latin America is concerned we have, in 
his addition, to the statements and testimony given to the committee, a i 
Id. detailed justification which is about 182 pages in length, printed 1 
pages, and the great bulk of it in double columns. Again, just to pull 
of together a few of the controlling figures, as I understand it, this 
Latin American program is to furnish economic aid to 20 countries 
es- and 12 of these countries are to receive military assistance if this ' 
on uest is approved. Is that correct? 1 
ith tana Fines That is correct for the military. 7 
Mr. Wicoieswortu. I further understand the overall request for i} 
AL i 


the fiscal year 1958 for Latin America is $94, 456,000, which apparently 
compares with funds made available in the current fise al year of 
$113,600,000, reflecting a decrease of about $19 million; is that correct ? 
Mr. Moreny. Yes, it is. 


MILITARY ASSISTANCE PROGRAM 






Mr. WiccieswortH. Breaking that down a little, for the military as- 
sistance program, the chart on page 10 gives a figure for military 

assistance alone of $11,500,000 in the fiscal year 1956; the figure is 1 
$28, fn, 000 for the fiscal year 1957, and $25,900,000 for the fiscal year ‘| 
1958? 

Colonel Crrrz. That is correct. 

Mr. Wice esworru. If we add in defense support which is classified 
as a part of military assistance, we find a figure of $44,100,000 for 
1956, $52 million for 1957, and apparently zero for 1958. Is that 
correct ? 

Mr. Murpny. That is correct, sir. 

Mr. Wiceirsworru. Which gives us overall totals for the military 
portion of the program of $55,600,000 for 1956; $80,400,000 in 1957, 
and $25,900,000 in the fiscal year 1958, a decrease of about $54 million; 
is that correct ? 

Mr. Murpny. Yes, it is. 


al hia PLE 


TECHNICAL COOPERATION PROGRAM 






Lo AR PO ERE NE 


Mr. Wicctesworrnu. Looking at the economic side of the picture, 
there is a request here, as I understand it, for the fiscal year 1958 for 
technical cooperation of $35 million, which compares with $31,700,000 
in the current fiscal year, and $27,600,000 in the fiscal year 19562 

Mr. Murry. That is correct. That is the bilateral program only. 


CONTRIBUTION TO ORGANIZATION OF AMERICAN STATES 








Mr. WiceieswortH. And a further request for technical coopera- 
tion through the Organization of American States of $1,500,000, 
which is the same figure as was made available in the current fiscal 
year, and which compares with a 1956 figure of $1,200,000? 
Mr. Mureny. That is correct, sir. i 
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OTHER PROGRAMS 


Mr. WiceLeswortu. Then you have for “Other programs” a request 
of $32 million in 1958, which compares with the fiaes of zero in the 
current fiscal year, and with a figure of $1: 30,000 in the fiscal year 
1956. 

Mr. Murpuy. That is correct. 


INCREASE FOR TECHNICAL COOPERATION 


Mr. Wicetesworrn. Now, will you explain a little further the in- 
crease under technical cooperation from $31,700,000 to $35 million, 
which apparently carries with it an estimated increase in personnel of 
something over 10 percent, from 991 to 1,109. Why that increase? 

Mr. Atwoop. The major part of that increase is the addition of 
Argentina as a country with which we will be carrying on a technical 
cooperation program in the fiscal year 1958. We requested $32,350,000 
in 1957 and $35 million in the fiseal year 1958. Part of the theres is 
tentatively apportioned for Argentina, The agreement was only 
signed on June 8. We have not developed projects so the figure is 
tentative. The total increase is made up of very minor increases in 
each of the programs in the other countries. 

Mr. Wiccteswortu. I notice, looking at the chart on page 6, that 
generally speaking there seems to be, as you say, a slight increase in 
technical cooperation in respect. to almost all of these countries—not 
large, but it is creeping up a little all along the line. 

Mr. Arwoop. Yes, sir. 

Mr. WiceresworrH. Would you say that accounts for all of the 
increase, except - for the Argentine program / 

Mr. Arwoop. Yes, sir. 





DEVELOPMENT OF PROGRAM FOR AID TO ARGENTINA 


Mr. Wieeieswortn. Either on or off the record, will you say a word 
as to developments or procedures that have led to this program for 
the Argentine, as I understand it for the first time, is it not? 

Mr. Arwoop. Yes, sir. I think that it is perfectly well on the rec- 
ord, that Argentina has, over the last several years, indicated a grow- 
ing desire to cooperate with the United States in the program of the 
whole hemisphere, and has also recently indicated a desire to cooperate 
in the bilateral technical cooperation program. 

I think it is a sign of the increased desire of Argentina to be a 
working member of the Organization of American States and to play 
its part in the whole hemisphere program. 

I think that the bilateral technical cooperation program has come 
to be thought of by the Latin American countries as a hemisphere 
program, and I think that Argentina’s desire to take part in it is a 
natural development in her recent evolution. 

Mr. Wiccteswortn. Off the record. 

(Discussion off the record. ) 
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INCREASE FOR OTHER PROGRAMS 


Mr. WieeLeswortu. As you indicated, we have nothing in the pic- 
ture this year for other programs. On page 9 you show $32 million 
requested for other programs in fiscal 1958. 

he details are apparently classified. Will you tell us off the rec- 
ord about the programs involved ? 

(Discussion off the record. 

Mr. Atwoop. The $32 million request for special economic assistance 
corresponds to the request made in fiscal 1957 for $52 million for. de- 
fense support. $52 million was made up of what we are now calling 
special economic assistance and the Smathers amendment, which was 
added by the Congress. 

Mr. WiceLteswortH. So that each country covered by the so-called 
“Other programs” in fiscal 1958, in fact, received funds in fiseal year 
1957 under the heading “Defense support” ¢ 

Mr. Atwoop. The major portion of that fund was used in Bolivia 
and Guatemala. There is a certain portion of it which is used on a 
regional basis. 

Mr. Wiccteswortn. Off the record. 

( Discussion off the record. ) 


DEVELOPMENT ASSISTANCE 


Mr. Wiceteswortu. You have stated there is nothing contemplated 
in here under the heading “Development assistance.” 

Mr. Atrwoop. There is no such heading as “Development assistance” 
in the 1958 presentation. There is nothing in cancted “Defense sup- 
port” under the new program. 

Mr. Wicateswortu. There was nothing for development assistance 
in 1957 or 1956. 

Mr. Atwoop. No, sir; we have never had development assistance 
as presently defined. 

Mr. Wiccitesworrn. You have never made anything available here 
under development assistance in this area ? 

Mr. Atwoop. No, sir; but the amount that we made available during 
fiscal year 1957 was under the heading “Defense support,” but was 
special economic assistance; in general language, not technical, it is 

evelopment assistance. In other words, it is special economic devel- 
opment projects. 

Mr. Wiacteswortu. That is special assistance for emergency pur- 
poses as distinguished from development assistance as I understand 
it for current economic development ? 

Mr. Atrwoop. That is right. 

Mr. Snow. Mr. Wigglesworth, could I just mention that most of the 
development assistance in Latin America has been handled through 
credits from the Export-Import Bank, the International Bank for 
Reconstruction and Development, et cetera. 

Mr. WieeieswortH. It has been unnecessary to make available what 
is technically defined as development assistance heretofore in this 
area ¢ 

Mr. Arwoop. Yes, sir. Under the defense support item for fiscal 
year 1957, it was special emergency economic assistance, although it 
was entitled “defense support.” 
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Mr. Wiccieswortn. What you are saying, as I understand it, is that 
items classified previously as defense support under the new proposals 
are separated ; part of them continuing as defense support while the 
economic portion of it is thrown over into one of the other categories. 

Mr. Arwoop. It is contained under special economic assistance. 

Mr. Wiceteswortu. Whereas in other areas of the world we have 
carried in 1956 and 1957 funds under the heading of development as- 
sistance, we have not done that in Latin America? 

Mr. Arwoop. That is correct. 


USE OF DEVELOPMENT LOAN FUND IN LATIN AMERICA 


Mr. Wicctesworru. As I understand it, if the development loan 
fund is authorized by the Congress, there is nothing specific in view 
at the moment so far as this area is concerned, but the fund would be 
eligible here, as well as elsewhere, if it seemed advisable? 

Mr. Arwoop. The Latin American area would be eligible. That is 
my understanding. 

SPECIAL ASSISTANCE 


Mr. Wicertrswortn. In your statement, Mr. Secretary, beginning 
at page 7, you refer to special assistance heretofore extended to Bo- 
livia, Guatemala, and to Haiti. 

Mr. Snow. Y es, sir. 

Mr. Wiceiesworrn. And you are requesting at least one more in- 
stallment of that special assistance, as I understand it, in fiscal 1958. 

The financing in each case grew out of a special emergency, as I 
recall it. How long, in your judgment, is this type of aid to go on in 
respect to these countries? Will the thing be cleaned up in the next 
year? How longa proposition is it? 

Mr. Snow. I would be re asonably sure that one more year would 
not see us out of the woods in either of the situations you mentioned— 
Bolivia or Haiti. 

Mr. Wicctesworru. In either instance? 

Mr. Snow. I would not think so. 


AID TO BOLIVIA 


Mr. Wiceteswortu. Bolivia has been going on since 1953, I notice. 
Have you any guess as to that? Can you give us any picture in either 
instance ? 

Mr. Snow. No, sir. I am afraid I cannot do it. I do not really 
know. 

Mr. Atrwoop. I will be glad to indicate a view on that, Mr. Wiggles- 
worth, if you care to have me. 

Mr. Wicetewortn. I would like to get anything you can give us. 

Mr. Arwoop. In the case of Bolivia, there has been’a chan ge during 
the last year where Bolivia has gone through a practically “complete 
economic revolution in setting up its stabilization program, com- 
pletely freeing the economy, and it is in the midst of that program 
right now. 

It started in December. If that program is successful, and if we 
can go forward on the basis that we are now operating, I would say 
that the type of assistance required by Bolivia in the next 2 years 
would possibly eliminate the special economic assistance. 
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In other words, I feel that Bolivia will require assistance in the 
future, but it may change to the more normal type of assistance, 
rather than the special emergency economic assistance in the case of 


the next 2 years. 
AID TO GUATEMALA 


It certainly cannot be stopped at the present moment. I think the 
same thing holds true as far as Guatemala is concerned. I think 
within the next 2 years Guatemala should be able to handle her situ- 
ation through the more normal means rather than through special 
emergency aid. 

AID TO HAITI 


In the case of Haiti, the situation has worsened during the last year, 
and we have felt it necessary to request the additional special economic 
assistance for fiscal 1958. I cannot give you an estimate on the time 
of that. 

PROPOSED ECONOMIC PROGRAMS 


Mr. Wiccieswortu. On chart 6 you give us a comparison, 1957 with 
1958, country by country—all 20 of them—in terms of economic pro- 
eons proposed. There is nothing comparable, is there, in this justi- 

cation, if we include military programs? 
+ Colonel Crrrz, Military is on page 15. 

Mr. Wiccteswortn. Is there any chart or statement that puts the 
2 together, so that we can compare the 2 years, country by country, in 
terms ofthe overall? You give us 98 figures. ’ 

Mr. Mourrny. There is none, Mr. Wigglesworth. I am preparing, 
as a result of your request yesterday, a table which will do that for 
all countries in the world. 

Mr. Wiccteswortn. I do not want to take too long. 

The 1958 figures appear in the left-hand column, as I understand it, 
of the chart on page 9, and looking hastily at the country programs, 
the first increase I come to is in respect to Brazil. 

Off the record. 

( Discussion off the record.) 

Mr. Wicetesworru. What is the explanation of the increase overall 
in respect to Brazil ? 

( Discussion off the record. ) 

Colonel Hanrorp. Sir, the program for Brazil for 1957 has been 
increased to approximately $———. 

Mr. Wicciesworru. I think the figure is supposed to be classified, 
is it not? 

Colonel Hanrorp. Yes, sir. 

(Discussion off the record. ) 

Mr. WiceieswortH. On the record can you tell me why we are put- 
ting in more funds in Brazil next year than this? 

‘olonel Hanrorp. Off the record. 

Mr. Wiceteswortu. To substantially what you are asking for 1958 ? 

Colonel Hanrorp. Yes, sir. 

Mr. Wiccrieswortu. The next substantial increase that I note is un- 
der the Dominican Republic. Also in the military field. Off the 
record. 

(Discussion off the record.) 
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Mr. WieeLteswortH. The next big increase is under Haiti. Off the 
record. 

(Discussion off the record.) 

Mr. WiaeieswortH. I believe that is all, Mr. Chairman. 

Mr. Passman. Mr. Ford? 


DEFINITION OF A SERVICIO 


Mr. Forp. Throughout the prepared statement and elsewhere we 
have heard and read the word “servicios.” What do you mean by 
that? How does it operate ? 

Mr. Arwoop. The servicio is a bureau set up inside the other govern- 
ment in which there is mutual agreement as to certain projects that 
are to be carried out jointly. Then there is an agreement whereby 
the United States will deposit certain funds in this servic io, and the 
other country will deposit certain funds in the servicio. 

It will be operated by joint directors from the host country and 
from the United States in carrying out these joint demonstration 
projects. 

It is a mechanism which has been used in Latin America since the 
beginning, in 1942 and 1943, which enables us to get the technicians 
working together on a project in that country. It should be thought 
of more as a mechanism than anything else. It is a means by which 
we achieve the objective of getting technicians to work closer together’ 
on a joint project. 

Mr. Forp. In one of these projects, the project is agreed to by both? 

Mr. Atwoop. By both. 

Mr. Forp. Who runs it, or how is it actually operated ? 

Mr. Atwoop. The project itself, within the servicio, will have a di- 
rector. He may be an American or he may be a host country person. 
He is chosen to direct that project but the accounting, the financial 
part of it, is handled by joint directors and all checks have to be 
signed by both, for all expenditures. 

Mr. Forp. What is the distribution of funds? In other words, it is 
a joint project. We put up some and they put up some! 

Mr. Atwoop. Yes, sir. 

Mr. Forp. Is there any standard distribution of that responsibility ? 

Mr. Atwoop. Well, it is not the same in all countries, but it aver- 
ages that their contributions are 3 or 4 times larger than ours. The 
figures that I gave in these charts will show you. 

The United States contribution to servicios in 1958 is estimated at 
$7,529,000 and the host government’s participation is estimated at 
$40 million. That is for the whole area 

Each servicio agreement is different, of course, but it is never less 
than 1 to 1. 

Mr. Forp. I noticed that the figure you just quoted was $7 million 
as our contribution to servicios. That is not the total of our con- 
tribution ¢ 

Mr. Arwoop. To that country ? 

Mr. Forp. Or to the area as « whole? 

Mr. Arwoop. No 

Mr. Forp. Why do you not have servicios in all countries rather 
than in some? 











Mr. Atwoop. The real need for a servicio is when you have a project 
to be carried out in the field where you want the technicians of both 
countries working together as a unit, to carry out that project. 

If a project is advice toa ministry of health, you do not need a serv- 
icio. If it is advice in public administration, you do not really need 
aservicio. It is when you ate using a large number of the local tech- 
nicians, together with a group of United States technicians. 

As you notice, the number of technicians hired by the servicio totals 
this 14,697, as compared with a handful of United States technicians 
who are working with them. 

We do not use it except when it really is necessary to bring tech- 
nicians together in a project. 


EFFECT OF SMATHERS AMENDMENT TO SENATE AUTHORIZATION BILL 


Mr. Forp. I am not clear what the impact is of the so-called Smath 
ers amendment to the Senate version of the authorizing bill. 

Can you fill us in on that more completely ? 

Mr. Murpnuy. Yes, sir. Section 400 of the executive branch draft 
of the authorization bill contemplated an appropriation of $300 mil- 
lion for special assistance. 

Mr. Forp. Worldwide ? 

Mr. Morruy. Worldwide. The Senate bill reduced that figure to 
$250 million, and then added another subsection to section 400 putting 
in specifically a $25 million figure for Latin America—what we call 
Smathers-type projects, projects mostly in the loan field. 

The net reduction, therefore, to the $300 million appropriation is 
only $25 million, but $25 million of it is now earmarked under the 
Senate bill for only Latin America, and for projects in health, educa- 
tion, regional-type projects, as well as bilateral projects, mostly on a 
loan basis. 

Mr. Forn. Is that different from the setup that you have currently 
in fiscal 1957 ? 

Mr. Moreny. In the fiscal year 1957 bill, yes. The $15 million 
which was added last year by the Congress to the executive branch 

request for Latin America was added under the heading of “Defense 

support.” The request was for $37 million and the authorization 
appropriation was for $52 million, but the intent of the use of the 
fund is identical. 

The amount, of course, this year is $10 million higher than last year. 

Mr. Forp. I do not understand that. 

Mr. Murpnuy. Last year the amount added was $15 million. This 
year the amount earmarked is $25 million. 

Mr. Arwoop. For the same purposes. 

Mr. Forp. You got how much more in fiscal year 1957 than you 
requested ? 

Mr. Murpny. $15 million, sir. 

Mr. Forp. Has that all been programed and all obligated ? 

Mr. Morpny. $1 million of it will not be used, according to our 
current estimates. 

Mr. Atwoop. $1 million of the $52 million. 

Mr. Murrny. That is right; $1 million of the $52 million total. 

Mr. Forp. Does that expire in the fiscal year ? 
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Mr. Murpny. Yes, sir; the authorization bill would have given us 
4-year availability, but the appropriation was for just 1 year. 

Mr. Forp. Off the record. 

( Discussion off the record.) 

That is all. 

Mr. Passman. Mr. Miller? 


ORGANIZATION OF AMERICAN STATES 


Mr. Miizer. OAS has been in existence formally now for how long, 
Mr. Secretary ? 

Mr. Snow. Well, it is the successor organization to the Pan Ameri- 
can Union. 

The OAS was created by a new multilateral instrument which came 
out of the Bogota Conference, I believe, in 1948. 

Mr. Mitier. And it was a successor and you might say carried on 
the organization of the Pan American Union, or whatever it was? 

Mr. Snow. That is right. 

Mr. Miuuer. And that dates back a great many years; does it not? 

Mr. Snow. That goes way back, it seems to me, to 1889. 

Mr. Murer. Actually, we have had programs, have we not, similar 
in the overall objectives dated away back before the Marshall plan 
or mutual assistance or any of these worldwide programs in which ICA 
is now engaged. Has there not always been a special field, almost, you 
might say since the Monroe Doctrine, of our special attention to eco- 
nomic and military problems in South America and in the Latin 
oe Republics? 

. Snow. Well, we have always been vitally interested in what 
er on in Latin America, but in terms of positive programs involv- 
ing sums of public money and active technical assistance I rather 
believe that you would have to come forward to World War II and 
to Nelson Rockefeller’s original program before you would find the 
sort of thing you have in mind. 

Mr. Mirurr. Something exactly comparable ? 

Mr. Snow. Yes, sir. 

Mr. Miturr. This is a historic program rather than something that 
has come upon us as a result of the disorganization following World 
War II? 

Mr. Snow. Oh, very much of a historical program. It is the best 
example we have, and the oldest example of solidarity between a large 
group of republics. 

Mr. Mittier. So, in a way this area could almost be looked upon as 
the proving ground and the initial laboratory for our later developed 
worldwide program ? 

Mr. Snow. I think you could say that. For example, the Pan 
American Union was certainly one of the earliest, if not the earliest, 
organization of its kind that we had any connection with. The Rio 
Pact antedated the North Atlantic Treaty by 2 vears, and the technical 
assistance program, if I am correctly informed, really began in 1941 
and 1942 right in Latin America. That was where it was first applied. 

Mr. Miter. And it seems to follow, does it not, that even in the 
days when from a military point of view we felt that we were protected 
by the two oceans, our Government realized under many succeeding 
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administrations that the Americas and the welfare of the Americas and 
their stability, both economic and militarily, had a direct impact on 
our own welfare ? 

Mr. Snow. That is correct. 

Mr. Mitzrer. And it has been recognized historically for many, many 
years? 

Mr. Snow. Yes, sir. 

Mr. Mitier. And so it is fair, is it not, to say that in some ways while 
the program you are presenting here today is a part of a bigger world- 
wide program, it is nothing new in American life? Our interests 
and our responsibilities with respect to the South American Republics 
or the Latin American Republics? 

Mr. Snow. Nothing new at all. 


AID TO ARGENTINA 


Mr. Mitier. Now we have discussed something about the Argen- 
tine, and what we say can be on or off the record, as security require- 
ments may dictate. I will go ahead and you can take anything off the 
record that should be off, but since the overthrow of Peron’s regime 
I gather from what has already been said that the situation with 
respect to United States relations with the Argentine have improved ? 

Mr. Snow. Yes; we consider that they have improved. 

Mr. Miuier. We do not yet have a military assistance program so 
far as Argentina is concerned ? 

Mr. Snow. We do not have a formal military assistance agreement. 

Mr. Miter. We do not have a formal military mission as we do in 
most of the other countries ? 

Mr. Snow. Sir, there are military training missions in Argentine, 
but we do not havea military assistance agreement. 

Colonel Hanrorp. A new Air Force mission has been established 
just recently, and will be started in September of this year, which 
is an indication of their further cooperation. 

Mr. Mitxter. You pointed out that there was originally a strong 
Nazi influence developing in certain regions, and the Argentine, I be- 
lieve, was one of them ? 

Colonel Hanrorp. Yes, sir. 

Mr. Mitier. And that their military thinking was oriented toward 
the Germans, German military equipment, and so forth ? 

Colonel Hanrorp. Yes, sir. 

Mr. Miter. What military equipment do they have in the main 
now? Do wesupply them with military equipment ? 

Colonel Hanrorv. They have purchased some equipment from us 
in recent years and at one time, up to 1952, we did have an Army, 
Navy, and Air Force mission in the country. 

In 1952 the Air Force and the Army were asked to leave, and the 
Navy liaison group still remained there. They have a heterogeneous 
sort of equipment and it would be very hard to tell you, sir, just what 
it consists of. We could give you a listing of it. 

Mr. Miter. I do not want to go into it in detail, but the thing I 
was concerned with is are they likely to look to us for replacement of 
their military equipment ? 

Colonel Hanrorp. Yes, sir. They have been anxious to buy it from 
us when it has been available. 
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Mr. Miier. In the event of serious world conditions, it would be 
greatly to our advantage, would it not / 

Colonel Hanrorp. Y. es, Sir. 

Mr. Minier. And they are seeking the aid of our military techni- 
clans, advisers, and so forth, more than they have in recent years? 

Colonel Hanrorp. Yes, sir. In the latter part of last year they sent 
the graduates from their War College to the United States to visit our 
military installations to see how we do things. 


MILITARY FORCE POTENTIAL OF LATIN AMERICA 


Mr. Mitrer. You have given us some figures, I believe, of military 
strength involved in our “military assistance program in the Latin 
American countries of something like 45,000 bodies; is that right? 

Colonel Hanrorp. That is, directly associated and committed to the 
military assistance program. 

Mr. Mitier. That is not by any means the strength of the military 
establishments of the republics c oncerned ? 

Colonel Hanrorp. No,sir. Off the record. 

( Discussion off the record. ) 

Mr. Mixer. In other words, there is a military potential in the 
Latin American countries far in excess of the forces that are supported 
by this program ? 

Colonel Hanrorp. Yes, sir. 

Mr. Mitier. And actually the republics themselves maintain a 
large proportion of military personnel that are not included in our 
specific program ? 

Colonel Hanrorp. Yes, sir. For example, the military budget for 
Brazil runs around $1 billion a year. It varies. It goes from $800 
million to $1,100 million. 

Mr. Miuurr. Actually, in World War II, Brazil supplied 1 or 2 
divisions in Italy ; did it not ? 

Colonel Hanrorp. I believe it was one division. 

Mr. Mriuer. I believe they trained and had under arms three divi- 
sions. 

Colonel Hanrorp. Yes, sir. 

Mr. Miter. So, looking to a long-haul emergency, the aid and 
assistance, or the help from the military point ‘of view that could 
be rendered by the Latin American Republics has a potential impact 
far beyond the force of 45 ,000 troops ? 

Colonel Hanrorp. Yes, sir. 

Mr. Miuter. It has also long been the thinking, has it not, of our 
Joint Chiefs of Staff and our high military Baars that it would 
be greatly to our disinterest and would weaken our defensive position 
if a military vacuum occurred in any part of the thousands of miles 
of coastline and areas throughout the Americas? 

Colonel Hanrorp. That is correct, sir. 

Mr. Mirurr. And for that reason we have long recognized the im- 
portance of having forces on the spot not nec essarily for anything 
but local protection, but that they form an important part of our 
continental defense ? 

Colonel Hanrorp. Yes, sir. 

Mr. Mirier. And this program is aimed to carry on that objective? 

Colonel Hanrorp. Yes, sir. 
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Mr. Mitier. In addition to the major forces that we have beew dis- 
cussing in Brazil, the Argentine forces are quite substantial also; are 
they not? 

Colonel Hanrorp. Yes, sir; we could furnish those figures if you 
desired them for yourself, sir. They have substantial naval forces, 
but the Air Force is not modernized. They have not acquired any 
new equipment, so to speak, and have not modernized. Therefore, 
they probably have deteriorated to a great extent. That is one of the 
reasons why they have requested reestablishment of the Air Force 
mission. 

Mr. Mitier. It would be highly desirable, would it not, from our 
point of view, assuming continued friendly relations with the Argen- 
tine Republic, if their sea forces and their ground forces, too, for that 
matter, were modernized and were brought up to somewhere near their 
actual potential ? 

Colonel Hanrorp. Yes, sir. 

Mr. Miiurr. I have just one other line of questions, and that goes 
back to Haiti. 

As it happened, Secretary Snow, I was in Haiti a few months ago 
for a few days, and had an opportunity to know something about one 
of the current revolutions which was at its height. Travel was some- 
what handicapped, but I did have a chance to contact our military 
people there in some detail, and the information I received was in 
accordance with your presentation—that we had a Navy mission 
there, largely paid for, I believe, by the Haitian Gov ernment, but 
they also had a MAAG responsibility. 

As I understood it from this program the actual dollar cost that 
is charged here had to do with providing the ships and modernizing 
the vessels that were in the program which were considered important 
by the military planners for antisubmarine work, and minesweeping, 
and local close-in defense from a naval point of view. 

There is one point which I might mention to you, Colonel, which 
does not really come within the responsibilities of this particular pro- 
gram, and it is a very minor factor, but important to those the 

There were certain of the Navy personnel who, because they were 
classified as being with the mission and were being paid by the Haitian 
Government. had a little better break than the people of the same 
rank and the same status that were on the American pay scale. 

Colonel Hanrorp. I am afraid that i is true. 

Mr. Miirer. I hope in the interest of justice that something can be 
worked out. In other words, the station allowance did not quite 
come up to what was received by those that were under the mission. 

Colonel HanForp. I am afraid that is true worldwide, sir, and that 
was one of the reasons that we combined the MAAG, and the mis- 
sion, because of the differential in status, and the MAAG’s that were 
put into the country were actually in addition to the mission when the 
program was started. 

r. Miuier. Even though there is just a tiny mission there, and 
batty a dozen or so persons involved, anything that seems unjust and 
hits morale is bad for the overall service, therefore it is worthy of 
mention. However, the point I wanted to bring up primarily, Mr. 
Secretary, is this: 
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T notice that the military personnel connected with the mission and 
the small Air Force establishment that was there, were living, it 
seemed, under relatively comfortable, somewhate austere conditions, 


QUARTERS ALLOWANCE OF ICA PERSONNEL IN HAITI 


However, I was shown an estate that would do for an ambassador’s 
residence almost anywhere. It was almost a palatial setup. It was 
pointed out to me, but I did not have a chance to go into it. It was 
said to be the residence of the man in charge of technical cooperation. 
Based upon the costs that I picked up and the prices that our mili- 
tary personnel were required to pay for their relatively modest estab- 
lishments, it looked to me like it must cost a fortune to maintain. 
It compared very favorably with the Ambassador’s residence. 

Why do we have to keep our people in such luxurious circumstances 
in the technica] assistance program ? 

Mr. Snow. I am not familiar with the housing situation in Haiti. 

Mr. Mitier. Would you, asa ya of interest, furnish us informa- 
tion with regard to this matter? I do not think that in the broad 
national and international situation we should get down to too many 
pinpointed, isolated cases, but I would appreciate it if you would 
supply for the record what we pay the top man in the technical assist- 
ance program or point-4 program down there, and what we pay for 
his residence, and how he comes to have such a magnificent layout. 

There are a great many tourists who go down there, or at least who 
went down there before the revolution: ary troubles. The tourist trade 
is one of the big national assets there at Port-au-Prince, and having 
such things pointed out as people go through is apt to encourage the 
criticisms to which this program is always subject. 

You get for us those figures, and find out what the situation is with 
respect to the housing for the chief, and also the lieutenants down 
there in the nonmilitary mutual assistance program ? 

Mr. Snow. Yes, sir. You mean the technical cooperation mission ? 

Mr. Mitier. Yes, sir. 

Mr. Snow. That is Mr. Atwood’s group, and I am sure he would 
be glad to get that information for you. 

Mr. Atrwoop. I would be glad to get it for you. I would like to say 
that I appreciate this matter of bringing that to our attention. That 
is something that we definitely do not want, and something we have 
tried to be very careful with. 

(The information requested follows :) 

The Director of the United States Operations Mission in Haiti is also the 
Counselor of Embassy for Economic Affairs in the American Embassy. He re- 
eeives the regular quarters allowance in accordance with Foreign Service regula- 
tions. Reports indicate that his present residence, although having an attractive 
location, is not out of line with homes of Haitian officials with whom he works 
and is within the regular quarters allowance. The choice of the Director's 
residence was made in consultation with other senior officers of the Embassy 
and its appropriateness was one of the major considerations. The following 
is the information requested covering quarters allowances of the entire ICA 
personnel in Haiti. 
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Rank and quarters allowances for International Cooperation Administration, 
nonmilitary United States personnel stationed in Haiti, fiscal year 1957 


| Annual 
Title of officer ‘ uarters 


allowance 


Counselor of Embassy for Economic Affairs and Director of United States | ‘ $3, 000 
Operations Mission in Haiti. | 

Deputy Director---._.....- wes ete li Gift AL ES leis 55 ek) Ee oT 3, 000 

Executive officer_._._.---- : ers oct AE ca! 

Program officer...........---.- : waakldemes : pu cauicded ..-| F8R-3-__- 

cones + -- Saar ee _ sale saint ices ba 

Economist - cima date iain ten 7 cay tach ts tastiest aoa caieale ons aamcaeseos te 

Secretary -- ---- : bale jibdGa wwabrond) cas s=! 

Program procurement specialist pastas ase alcininac ee ce scatter ine | 

hae investigator. --_-. Sasa tn ; ; FSS-4__.___-| 
cial assistant to Director of Mission............. -_- FSS-1_...... 
ief of Agriculture and Natural Resources- ---_-- is pa teoeiadaietees es cans 

Deputy Chief of Agriculture and Natural Resources .- 

Farm-to-market adviser... -.--_- Slik aeskceoemacl 

Agriculture machinery and equipment adviser. .._--- 

Business manager, agriculture and natural resources 

Assistant business manager... _ .- aed : 

Farm management credit edvise 

General agronomist ‘i 

Farm-to-market roads adviser. - 

Trrigation engineer_...............--. 

— Pa caveiewnwns ~ 


Foreste 
Chief, Health, Welfare, and Housing Division... _- eat 
Medical officer (Assistant Chief, Health, Wee and ‘Housing Division) ..| 
Analytical statistician (demographer) ..... were a eeteles ‘ciisondiinaig a’ 
Public health nurse 
Business manager 
Public health laboratory adviser_____ dnciaadd 
Engineer (maintenance “and construction) -....-.-_-_- 
Chief, Education, Division.......................-.-.- 
Educationist (industrial arts) _..._- cee 
Educationist (adult education and community dev elopment) 
Elementary education adviser ene wd te ad 
Elementary education chief adviser 
Audiovisual officer. -_-._-- nanan 
Educationist (vocational agriculture) ; 
Educationist (arts and crafts) 
Educationist (home life) -...........-- 


3 
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Mr. Miter. I have been around enough, and served enough in vari- 
ous ways overseas to know that sometimes a palace or a castle or a 
chateau is turned over to American personnel at very little cost to our 
taxpayers, and it is very pleasant for the people who happen to be 
stationed there at the moment, or it may be unpleasant, if they have to 
heat it, but on the other hand, sometimes this thing gets out of hand 
and it is not in the interest of the program for it to look as if our people 
were living too high on the hog, so to speak, in these areas. 

I think it might be well to look into that situation in Haiti based 
upon what I saw down there. 

Mr. Atwoop. I agree with you entirely. 

Mr. Mitter. That is all. 


CONTRIBUTION TO OAS ) NICAL COOPERATION PROGRAM 


Mr. Passman. If we may turn for a moment to the matters under 
the Organization of American States, I note some language here which 
is a little confusing. You state: “Pledges for 1956 total $1,714,907.” 

We covered that earlier in the hearings, and stated that the United 
States pledge amounted to $1,200,000, which meant there was an un- 
obligated balance of $300,000. 

Then you go on to say that all pledges for 1957 have not yet been 
received, but the total is expected to be somewhat higher than the 

935225745 
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amount pledged in 1956. Then, later, I think, in reply to a question 
1 asked about the unobligated balance, you stated that the entire 
amount had been obligated. 

Mr. Murrny. I said, Mr. Chairman, I think that it was pledged, 
and when we pledge it we have to record the reservation and obliga- 
tion on our books, because if the countries come up with their con- 
tributions, we are bound at that point. 

Mr. Passman. You have stated the pledges have not yet been re- 
ceived, but that the total is expected to be somewhat higher than the 
amount pledged for 1956, an indication that more is expected to be 
pledged, although it is not anticipated the total amount will be 
pledged ? 

Mr. Murpny. Well, the total amount required to make the $1.5 mil- 
lion United States contribution may not, in fact, come through, Mr. 
Chairman. 

Mr. PassMan. Based upon prior-experience with this particular 
program, it is not eameited that the full amount will be contributed? 

Mr. Murpuy. I really cannot answer that. 

Mr. Passman. Will you respond to that question, Mr. Secretary? 

Mr. Atwoop. I do not know; I just know it did not last year. 

Mr. Passman. Your language indicates the total amount is not 
anticipated for this year, although there will be an increase over last 
year. 

Mr. Atrwoop. AJ] I can say is that during this last year there has 
been a great deal of increased interest on the part of these countries 
in this program, and I think it is on that basis that they feel the indica- 
tions are that the pledges will be made. 


POSSIBILITY OF DUPLICATION IN TECHNICAL ASSISTANCE PROGRAMS 


Mr. PassMAn. We have three programs accomplishing about the 
same objectives in this particular region. These are the economic and 
technical cooperation program, known as the Latin American Organi- 
zation of American States; the outright United States technical aid 
program, the United States expanded . technical aid program. 

Mr. Murruy. That is the United Nations expanded program. 

Mr. Passman. So, there are three of these technical aid programs in 
progress. 

Mr. Morpny. Yes, sir; it is. 

Mr. Passman. Is there any overlapping of their functions? 

Mr. Atwoop. No, sir; I do not think there is. The bilateral tech- 
nical cooperation program works very closely with the Organization 
of American States’ program, and there I can very honestly say that 
T see no overlapping whatsoever. 

The OAS program is one which is multilateral in nature. It is tied 
up with training units; these six units in Latin America, where they 
are trained on a multilateral basis. The bilateral program coordinates 
and complements it. 

On the United Nations program, we have very close coordination in 
the field as well as in Washington, and I do not think that there is any 
duplication there. 

Mr. Passman. There has been no difficulty as to differentiating the 
privileges and responsibilities relative to the various projects ? 

Mr. Atwoop. No, sir. 





NONREGIONAL MILITARY ASSISTANCE PROGRAM 


Mr. Passman. On Monday we will consider the nonregional military 
program. This is a program which received $448 million for 1956 
and $643 million for 1957. The request is for $955 million for the fiscal 
year 1958. It should be hoped that these figures have been trans- 
posed. 


DEFINITIONS OF TYPES OF ASSISTANCE 


Mr. Mureny. With the committee’s permission, I would like to in- 
sert at this point in the record the definition of the various types of 
assistance that appear in the worldwide summary book. 

Mr. Passman. The committee will welcome the data. 

(The information referred to is as follows :) 


WORLD WIDE 
MILITARY ASSISTANCE 


DEFINITION 


The term “military assistance” describes assistance in the form of equipment, 
supplies and services which is furnished directly to, and is physically used by, or 
otherwise immediately benefits, selected military forces of another country and 
which is necessary to the maintenance of such forces at a given level of effective- 
ness. The rationale for extending such assistance will generally depend upon 
the existence of three facts: (1) the importance of the forces involved to the 
defense of the United States or to the defense, or protection against internal sub- 
version, of an area which is important to the security of the United States; (2) 
the essentiality of the equipment, supplies or services provided for achieving the 
level of effectiveness desired for such forces ; and (3) the inability of the recipient 
country, for political, economic or technical reasons, to obtain such equipment, 
supplies or services with its own resources. Occasionally, however, considera- 
tions of foreign policy may dictate the provision of military assistance even 
though one or more of these otherwise essential elements is not present. 

The forces to which military assistance may be provided may include paramili- 
tary forces or police forces under military control, as well as the forces which are 
part of a country’s regular military establishment. Similarly, the equipment 
and supplies furnished as military assistance may include, in addition to so-called 
military hardware, all those soft goods, such as food, uniforms, petroleum prod- 
ucts, construction materials, and other consumables, which are directly em- 
ployed by, or immediately benefit, military forces and which at one time were 
covered in a separate aid category called “direct forces support.” Many of 
these soft goods are separately identified within the military assistance program 
under the special heading “Consumables and construction.” 

This classification also includes the following programs which, although not 
falling strictly within the definition above, are closely akin to, and have custom- 
arily been treated in conjunction with, military material and training programs: 
the provision of machine tools and other production equipment abroad (facilities 
assistance); contributions to certain international military organizations 
(SHAPE and the Standing Group of NATO) for their operating and administra- 
tive expenses and for the construction or equipping of military facilities (in- 
frastructure) ; assistance in the development by friendly countries of weapons of 
advanced design (mutual weapons development ). 

The distinction between “military assistance” and “defense support” is ex- 
plained under the description of the latter. 


DEFENSE SUPPORT 
DEFINITION 
Defense support to any country is that economic assistance which is required, 
in addition to any necessary military assistance (including what was once called 


direct forces support), to make possible, or otherwise to secure, some specific 
contribution by the country to the common defense. The end result sought is the 





706 


achievement of a particular military objective, and any economic benefits that 
may also accrue should be considered as purely incidental to such end result. 

Under this general rationale, the need for defense support normally arises in 
a country in which either or both of the following conditions exist: (1) the coun- 
try is not in a position to support a certain specified indigenous military effort 
without United States aid which is over and above military assistance, or (2) 
United States aid, other than, or in addition to, military assistance, is necessary 
in order that United States military forces may have available and effectively 
use certain military facilities or other military rights within the country. In 
each situation, the conditions which make aid necessary to accomplish the parti- 
cular and purpose may be economic, political, or both political and economic, in 
character. 

1. Aid related to maintenance of United States military facilities.—In the 
ease where a country’s contribution takes the form of providing facilities or 
other rights to United States military forces, defense support consists of that 
minimum amount and type of aid which must be provided, in addition to any 
military assistance, in order that the United States can (a) secure or main- 
tain such facilities or other rights and (b) use them effectively for the purpose 
for which they are desired. 

2. Aid related to country’s own military effort.—In the case where a country’s 
contribution to the common defense takes the form of raising and maintaining 
military forces of a particular size, composition and capability, defense support 
consists of that amount and type of aid which the United States must supply, in 
addition to any military assistance, in order to enable the country to raise and 
support these military forces. The question of what is necessary to enable a 
country to raise and support specified military forces cannot be answered by 
applying a formula. On the contrary, it involves a determination, unique in 
each individual case, as to the extent to which a country can, from an economic 
standpoint, and will, as a matter of political reality, devote the necessary 
resources—its own and those which may be provided from external sources other 
than United States defense support—toward meeting the burden of raising and 
supporting such forces. Moreover, because the maintenance of effective mili- 
tary forces normally presuppeses a certain minimum level of political and 
economic stability, this determination in turn requires a judgment with respect 
to the degree to which, if at all, a country must, in order to achieve or to main- 
tain such minimum level of stability, devote its available resources to increasing 
per capita consumption or furthering economic development. In this connection 
it has been assumed that at the very least, defense support should be adequate 
to permit the maintenance of the forces in question without any significant re- 
trogression in a country’s economic condition, regardless of whether such rero- 
gression is related to maintenance of forces or not. Defense support will not 
include fostering of economic growth greater than that needed, if any, to attain 
the military objectives of the defense support program. 


DEVELOPMENT LOAN FUNpD 


DEFINITION 


Aid from the development loan fund will have as its primary purpose the fur- 
therance of economic development of less developed countries. It will not be 
provided to further military, political, or nondevelopment economic objectives, 
although such possible effects will be taken into consideration. 

“Defense support” differs from assistance which may be provided from the 
development loan fund in that “defense support” represents that aid which, in 
addition to military assistance, is the indispensable minimum for the achieve- 
ment of a specific contribution by the recipient country to the common defense, 
whereas assistance obtained from the fund will be for the purpose of permitting 
economic growth which (i) would not otherwise be possible and, (ii) where the 
country concerned is also receiving defense support, is over and above, and addi- 
tive to, the economic growth, if any, that is necessary in order to achieve the 
military objectives of the defense support program and that the defense support 
aid required for such purpose makes possible of attainment. 

Aid from the fund will be used to finance programs and projects and will 
take into account whether the program or project is economically and techni- 
eally sound, whether it gives reasonable promise of contributing to the economic 
growth of the country concerned, and whether financing could be obtained on 
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reasonable terms from other public or private free world sources. It will em- 
phasize long-term results, rather than short-term impact, and it will be furnished 
only in response to specific, fully justified applications for assistance which are 
submitted to the fund. 

Such aid will be extended only on a loan or other basis which does not involve 
grants or direct purchase of equity securities. The administrator of the fund 
will have wide latitude as to the period and form of repayment, interest rates, 
method of amortization, and other terms. It is intended that these terms should 
generally be substantially more lenient than those obtainable from other public 
and private lending sources. 

It follows from the above that in any case where aid for development purposes 
must, in order to be effective, be extended on a grant basis, such aid would be 
provided as special assistance rather than be financed out of the fund. 


TECHNICAL COOPERATION 
DEFINITION 


Technical cooperation programs may be defined as programs for the sharing 
of knowledge, experience, techniques, and skills with peoples of less developed 
areas for the purpose of helping them to further their economic development 
and to increase their standards of living. These programs include such types of 
activity as training, demonstration, advice, teaching, exchange of information, 
and surveys. They involve such fields as agriculture, health, education, indus- 
try, labor, transportation, housing, engineering, public administration, commu- 
nity development, and similar fields directly related to economic development 
and improvement of standards of living. 

Technical cooperation programs include the provision of supplies and equip- 
ment only to the extent required for effective training and demonstration. 
Except for these last-mentioned purposes, they do not supply the capital which 
may often, if not always, be indispensable to the conversion of the knowledge, 
skills, experience, and techniques which they provide into expanded production, 
increased standards of living, and other tangible benefits for the peoples of 
recipient countries. Technical cooperation programs will often, therefore, be 
related to development activities of the United States Government (including, 
in particular, the development loan fund) and other public and private sources 
which can provide the capital which, in combination with technical cooperation, 
can bring about economic advancement. For example, technical cooperation 
may, in connection with projects for which capital may be sought from the de- 
velopment loan fund or other sources, include carrying out economic or engineer- 
ing surveys, or furnishing technical advice and consultation in specific engi- 
neering and other planning and preparatory activities necessary to the sound 
development and implementation of projects, or carrying out such specific activi- 
ties directly where that will also serve a demonstration or training purpose. 

These programs are carried out in Latin America, Africa, the Near East, and 
Asia, and this year for the first time will also include at least two less developed 
countries in Europe. 


POPULATION, BY COUNTRY, OF LATIN AMERICA 


Mr. PassmAn. Also, kindly insert in the record the population 
figure for each Latin American country, including the total for the 
whole. 

Mr. Murry. Yes. 


(The information requested is as follows :) 
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Estimated population, by country, Latin America 


Population Population 

Country (in millions ) Country (in millions) 
Nh er no ee LT 
ii acta a a - 805 
a i Sen ek Ge ee 1.3 
Oi i 0.9 
ak os ce ca enteei itl eee BG intact retcienticen om sles dinsie 1.6 
a tas Bea es site ck ding asl cnis bee abet aadesobin tone 9.6 
a a ait ok OUD I a i ce nnn marines 2.6 
Dominican Republic_...._.._-__ ee I ati he sith et sien sin cae 5.9 
dis 3. 8 | Overseas territories____......__- 4.3 
a a 2.3 ae 
i a a a 3. 4 ROI ack nitihawinatgelp basinal 183. 3 
a i 3. 4 


Mr. Passman. I apologize to the witnesses who have appeared be- 
fore this committee for the first time today: but because of the lateness 
in the year it is necessary for us to hold these prolonged sessions, in 
order to be able to complete our hearings, mark up and report the bill 
to the House in sufficient time for proper consideration. 

[ regret having to ask witnesses to remain here for hours and hours 
without any lunch, but I think those of you who are present daily will 
agree that we are going to be able to perform our duties without undue 
delay by following this procedure. 

The committee will now recess until 2 o’clock Monday afternoon. 


Monpay, Jury 1, 1957. 
SPECIAL MILITARY ASSISTANCE PROGRAMS 
WITNESSES 


DEPARTMENT OF DEFENSE 


COL. HARRY CRITZ, DEPUTY DIRECTOR, PROGRAMING AND CON- 
TROL, ISA, DEPARTMENT OF DEFENSE 

MARKLEY SHAW, COMPTROLLER, ISA, DEPARTMENT OF DEFENSE 

CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY OF DEFENSE, 
ISA, FOR MAP 

COL. JOSEPH WHITFIELD, CHIEF OF SCHEDULING AND EXPEDIT- 
ING DIVISION, ISA, FOR MAP 


INTERNATIONAL COOPERATION ADMINISTRATION 
J. E. MURPHY, CONTROLLER 


DEPARTMENT OF STATE 


LOUIS E. FRECHTLING, OFFICE OF THE SPECIAL ASSISTANT TO 
THE UNDER SECRETARY FOR MUTUAL SECURITY AFFAIRS 
WILLIAM WOODWORTH, PROGRAMING PLANNING OFFICER, OFFICE 

OF MUTUAL SECURITY AFFAIRS 


Mr. Passman. The committee will come to order. 
SERVICES OF COLONEL CRITZ 


I have learned with regret that Colonel Critz is being trans- 
ferred from this activity. 
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Colonel Critz graduated from West Point in the upper 25 percent 
of the class of 1935. He has had distinguished service as a combat 
officer with the United States Army, during World War II in the 
African and European theaters and m the Korean war. Since 1954 
he has been assigned to the Office of the Secretary of Defense to assist 
in the management and control of the military assistance program. 
He has made an outstanding contribution to the improvement of pro- 
graming techniques and in “perfecting the method of presenting the 
annual programs to the Congress. 

Yolonel Critz is being reassigned to command a unit in the 101st 
Airborne Division, stationed at Fort C ampbell, Ky. 

Colonel Critz, we wish for you every success in your new assign- 
ment. Your knowledge of this program is so complete that we hope 
when the presentations are brought to the Congress next year, if your 
successor has not mastered all of the complicated data necessary for 
this type of program to be presented in detail, he may request your 
return to Washington to assist in pr oviding the information we 
actually need in or der to prepare a bill which will best serve the public 
interest. 

Colonel Crrrz. Thank you very much, Mr. Chairman. I appreciate 
your kind words. 

Mr. Passman. We shall consider this afternoon the request for non- 
regional programs. The budget request is in the amount of $955,- 
299,000. 

Colonel Critz, do you have a statement to make to the committee ? 


STATEMENT OF Deputy Director, ProgRamMING AND CONTROL, 
DEPARTMENT OF DEFENSE, INTERNATIONAL SECURITY AFFAIRS 


Colonel Crrrz. I have a prepared statement on each of the special 
programs. I can either present it by reading, if the committee so 
desires, or brief it. 

Mr. Passaran. Kindly read your statement into the record. 

Colonel Crrrz. Mr. Chairman and members of the committee, I 
wish to cover the following special military assistance programs: 

(a) Facilities assistance 

(5) Mutual weapons development 

(c) New weapons 

(d) Training 

(e) Offshore procurement 

f) Military sales on a cash or credit basis 


(7) Miscellaneous worldwide programs 


Faciiiries AssistaANce ProgRAM 
DEFINITION 


The FAP is that portion of the military assistance program de- 
signed to assist the establishment and expansion of overseas facilities 
for the manufacture and maintenance of essential military equipment, 
such as facilities for the production of ammunition components, 
guided missiles, jet engine overhaul facilities, etc. Projects under- 
taken within this program must result in a net addition to the total 
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capacity of the country concerned, or in an improvement in product 
to meet military requirements, 


OBJECTIVES 


The primary objectives of the program are: 

1. To establish logistic support facilities on an active or standby 
basis near the areas of potential combat so that high-usage-rate mili- 
es items will be available in the shortest possible time in the event 
of war. 

2. To decrease United States responsibility for furnishing and 
maintaining military equipment by encouraging recipient countries to 

roduce and maintain their own equipment through assistance in 
eveloping the necessary facilities for this purpose. 

3. To create the production capacity to improve and modernize 
forces with weapons which countries can more readily maintain and 
which will be technologically sufficiently advanced to keep pace with 
Soviet advances in weapons technology. 


GENERAL POLICIES 


Before a country is eligible for assistance under this program it 
must commit itself to maintain for use in an emergency the aggre- 
gate productive and maintenance capacity in the particular field in 
question, including existing capacity as well as that for which assist- 
ance is furnished under the program. The country must also partici- 

ate in financing of the project. To date, the financial contribution 
y the United States has been 49 percent of the total cost of the 
projects. 

All facilities established through this program are considered in 
the light of overall regional requirements, rather than the require- 
ments of a single country. Countries receiving assistance must agree 
to make the products and services of the resulting facilities avail- 
able to other free nations without discrimination in price, quality, 
or delivery schedules. These provisions help to assure the regional 
character of the facilities assistance program. 

Prior to acceptance, all projects are thoroughly appraised either 
by competent engineers from American industrial companies or by 
military technicians. Through such a careful screening process, it 
is assured that maximum value is received for every dollar of the 
United States contribution. United States representatives in the 
field review proposed projects to insure that recipient countries con- 
tribute the maximum amount consistent with their resources. The 
United States contribution consists usually of production equipment 
and technical assistance, The foreign government furnishes the land, 
structures, labor, materials, and some equipment. The facilities con- 
structed by foreign governments should ultimately result in a decrease 
to our overseas contributions rather than an increase since countries 
will have the capability of meeting their own requirements for emer- 

encies. The type of facilities we support are those for which a long 
ife can be anticipated. A large portion of the facilities previously 
oo were propellant and explosives facilities for which there 
will be a useful application in the coming age of guided missiles. 
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FISCAL YEAR 1954-57 PROGRAM 


This program began in 1954 and emphasis was placed on develop- 
ing additional facilities for the manufacture of chemical components 
of ammunition. The program has been broadened since then to 
extend to the development of plants for the production or main- 
tenance of various types of military hardware, including spare parts 
for United States-furnished equipment. Recently emphasis had been 
placed on assisting countries in the production of newly developed 
weapons, such as guided missiles and electronics. The total Umited 
States obligations, as of June 30, 1956, for this program have been 
$74.9 million. The major portions of the program are discussed 
below. 

AMMUNITION 


In 1953 the NATO alliance, faced with the continuing demands for 
ammunition, both in Korea and in Indochina, decided that steps were 
necessary to increase the European capacity for ammunition produc- 
tion. At that time Europe had an annual capability of producing 
only a 5-day supply of antitank ammunition. The production ca- 
pacity for certain other key types of ammunition was also critically 
deficient. Europe had an overall capacity to produce about 25 per- 
cent of its wartime requirements for metal components of ammuni- 
tion, excluding newer types. However, the production capacity for 
the propellants and explosives required for amunition was consider- 
ably below this level. By a joint application of United States and 
country funds to certain bottleneck industries, it was found that 
European capacity could be brought up to a reasonable margin of 
security in case of interruption to transocean shipments if an emer- 
gency should occur. 

MAINTENANCE AND REPAIR 


It is appropriate that European nations utilize European produc- 
tion facilities to the greatest extent possible in maintaining and in 
modernizing their forces. Equipment of European design can nor- 
mally be more easily maintained because of the ready availability of 
the various components from nearby European sources. The facili- 
ties assistance program is a means whereby the United States can 
assist its allies in modernizing their military equipment at a minimum 
of cost to the United States. 

Maintenance projects which have been undertaken include projects 
for rehabilitation and repair of ammunition; naval gunsight and 
computer repair; repair of naval ordnance, sonar and ship super- 
structure; and repair of F-86 airframes, hydraulics, and allied 
electronic equipment. 


MODERNIZATION OF FORCES 


The facilities assistance program enables the United States, at a 


minimum cost, to assist the NATO countries to modernize their mili- 
tary equipment. 

It is desirable to obtain a maximum contribution from European 
nations in the utilization of their own production facilities to reequip 


their forces with modern types of European-designed weapons. 
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The Soviet bloc has devoted a considerable portion of its national 
resources and technical manpower toward the development of superior 
advanced weapons. A major effort is being made by the Soviets to 
surpass the United States and the western countries in training tech- 
nical personnel, both as to quality and quantity. Soviet bloc states 
already have an overwhelming manpower advantage. One of the 
principal deterrents to Soviet aggression has been our superior 
weapons’ technology, which has offset the manpower advantage, 
With indications pointing to a possibility of the Soviets surpassing 
United States weapons’ technology, an unusual and determined effort 
must be made by the Western World. 

There are two avenues of approach to the problem by the United 
States. The first is to furnish Europe with our new types of ad- 
vanced weapons continuously, recognizing that rapid technical obso- 
lescence would necessitate periodic reequipping of European military 
forces (about every 5 years). Thus the United States would be sad- 
dled with a very heavy continuing burden. At present there is no 
alternative. 

The other approach is to establish in Europe a continuing capabil- 
ity to design and supply its own advanced weapons. This has an 
advantage in that it brings into play a large reservoir of European 
scientific and technological skills and equipment. It has the further 
advantage of harnessing to the NATO effort the national pride in and 
financial support of the development and production of indigenous- 
type weapons. This could thus reduce military materiel end-items 
given as assistance to NATO, and thereby reduce dependence on 
United States aid. 

Projects in the fiscal year 1956 and fiscal year 1957 programs have 
included components for modern weapons and for guided missiles. 
Projects in the fiscal year 1958 program are pr imarily directed 
toward guided missiles systems and components. One such com- 
ponent is liquid oxygen. Since it would be both costly and hazardous 
to transport large quantities from the United States, a source of sup- 
ply for large quantities of liquid oxygen must be available close to the 
missile sites. 

There are also projects for large-grain propellants for missiles. 
The double-base propellant capacity required for missiles has already 
been established in Europe as a result of previous projects under the 
ammunition program described above. Other projects include com- 
ponents of missiles, e. g., missile-booster motors, sustainer motors, and 
warheads, and complete missile systems. 


FISCAL YEAR 1958 PROGRAM 


It can be anticipated that in the future the facilities assistance pro- 
gram will be directed toward the development of facilities for the 
production and maintenance of new weapons. These will include 
missiles and electronic equipment, such as radars for defense and ad- 
vanced types of communications equipment essential to NATO. It is 
estimated that the United States share of the cost for the fiscal year 
1958 program will be $20 million. This includes continuation of the 
missiles projects which for engineering reasons were not included in 
the fiscal year 1957 program. In this program, as you will note, we 
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have requests for about $38,200,000 but we always turn down a cer- 
tain portion of these projects. We estimate we will end up approv- 
ing about $20 million. 


Murvuat Weapons DeveELOPpMENT Procram 
OBJECTIVES OF PROGRAM 


The mutual weapons development program (MWDP) was estab- 
lished by a special provision of the Mutual Security Act of 1953 with 
the primary objective of increasing the defensive capability of our 
allies and improving our mutual security through the provision of 
United States financial and technical assistance to selected highly 
promising projects for weapons of advanced design in their research 
and development programs. This program is paying excellent divi- 
dends. It is making both allied and United States research and de- 
velopment more effective through coordination and technical assist- 
ance. It is developing new items which will be especially suited to 
the needs of our European allies. These will, in most instances, be 
far more economical to manufacture, operate, and maintain than 
corresponding items from the United States. The program is mobiliz- 
ing the scientific competence of our allies and is adding the inventive 
capability of Western Europe to that of the United States in the 
race to keep ahead of the Russians in the development of new weap- 
ons. As an important byproduct, it is assuring to the United States 
all new technical knowledge coming from these projects and the use, 
if desired, by our Armed Forces of any item developed in the pro- 
gram. 

ADMINISTRATION OF THE PROGRAM 


(a) The mutual weapons development program is administered 
by the Assistant Secretary of Defense for Research and Engineering 
in coordination with the Assistant Secretary of Defense, International 
Security Affairs. The fieldwork is to a large degree decentralized and 
is carried on through the mutual weapons development team in Paris. 
This team consists of a director and representatives of our three mili- 
tary departments operating from the office of the defense adviser to 
the United States Ambassador to NATO. 

(6) Bilateral agreements negotiated with the governments of the 
participating countries state the general overall conditions and form 
the basis for the technical agreements signed for each approved 
project. These technical agreements set forth the details of the 
projects and the responsibilities of the participating countries, obli- 
gate the funds, and serve as the basis for payment by the United 
States of specified amounts contributed to the support of the projects, 
the costs of which are, in general, shared between the United States 
and the other nations on approximately a 50-50 basis. 


PROJECT SELECTION 


(a) Through an annual survey, the MWD team screens the pro- 


posals submitted by the participating countries and selects for recom- 
mendation those which best meet the established criteria. Projects 
selected generally are those which are directed toward the fulfillment 
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of an operational requirement or target specified by an appropriate 
operational staff and are subject to significant acceleration with addi- 
tional financial support. Projects may be— 
(1) Of applied research with a military objective. 
(2) Of development on items of advanced design which show 
a marked improvement over standard items available to the 
country of origin and indicate a good promise of materially in- 
creasing the effectiveness of the forces raised for the mutual 
defense. 
(3) For the support of a center, laboratory, test facility, tests 
of weapons or weapons systems, or technical assistance. 

(6) Items resulting from the program are to be made available to 
other countries of the free world under conditions specified in the 
agreements. All technical information concerning a supported proj- 
ect is to be made available to the United States, as well as certain 
license rights to inventions growing out of the projects, making 

ossible their production in the United States for use of the United 
States Armed Forces throughout the world. 

(c) Projects recommended by the team are reviewed by appropri- 
ate agencies of the Department of Defense which submit their 
comments to the Assistant Secretary of Defense for Research and 
Engineering for technical approval. For highly complicated and 
expensive projects, teams comprised of scientific specialists are sent to 
the countries concerned to study the projects on the ground and sub- 
mit detailed comments thereon for consideration. To further assist 
in selecting the projects, the Assistant Secretary of Defense for Re- 
search and Engineering appointed a steering group last fall com- 
prised of highly competent research and development technical and 
managerial experts from industry and Government. This was also to 


insure that the Nation’s best scientific talents are applied to the plan- 
ning and conduct of MWDP and to provide a basis for assuring that 
foreign research and development projects selected for support are 
given scientific evaluation equivalent to that of the domestic projects 
in our departmental programs. The steering group reviewed and 
evaluated the entire fiscal year 1957 program in October 1956. It 
met again in May 1957 to consider the fiscal year 1958 projects. 


COUNTRIES PARTICIPATING 


Initially, six countries entered into bilateral agreements in 1954 
with the United States on this program. They were Belgium, Italy, 
France, Norway, the Netherlands, and the United Kingdom. Last 
year Western Germany also agreed to participate and negotiations 
nave been underway for some time with the Japanese Government 
which has already submitted several projects for consideration. 
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SUMMARY OF JOINT FINANCIAL PARTICIPATION THROUGH DECEMBER 31, 
1956 


| Country of origin United States 
agieimagiacde tie: si ec a - aaleheniiaiion 
Fiscal year | | # 
; | New proj- | Supplemen- | Extended | MWDP | MWDP 
ects tal projects ew, to | obligation obligation 
| MWDP 


| 


coed fl anqnapeeheliabeast _ 
i Semana bee 
| 
| 





{ 
Fiscal year 1954... ._.........--.| 33 |.--....-.-..--| $18, 205, 700 $22, 703, 500 
Fiscal year 1955_...__.--- ‘ 10, 390, 280 11, 624, 659 
Fiseal year 1956_.. . 35, 680, 000 53, 359, 000 
Fiscal year 1957-.__-- Le” 18, 545, 000 10, 078, 000 | 


$19, 094, 500 
21, 353, 990 
43, 547, 064 
12, 151, 687 


OR sa sping § 5 dete = 4454 4 82, 910, 980 97, 765, 159 96, 147, 241 


Percent United States share of total costs 
Percent United States share of mutual weapons development program 
project costs 


The above summary shows by fiscal years the joint financial par- 
ticipation in the various projects by the countries of origin and the 
United States. It should be noted that although the joint mutual 
weapons development program participation averages about 50 per- 
cent, when the total expenditures of the countries concerned are taken 
into account for the periods prior to and during the mutual weapons 
development program agreements, the United States share is only 
about 35 percent. 


SUMMARY OF UNITED STATES EXPENDITURES 


Expended | Percent 
Fiscal year Obligation through Deobligated Balance | expended 
Dee. 31, 1956 


$19,094, 500 | $11,383,779 | $5,181,159} $2, 520, 562 | 

---| 21, 353, 990 6, 315, 293 | 14, 968, 697 | 
-| 43, 547, 064 6, 447, 259 | | 37, 099, 805 
| 12, 151, 687 0 | | 12, 151, 687 





96, 147, 241 | 24, 146, 331 | | 66, 749, 751 | 





i | ? 

Mr. Passman. This has constituted a summary of United States 
expenditures ¢ 

Colonel Crrrz. Yes. 

Mr. Gary. We did not spend anything in 1957 ? 

Colonel Crirz. Of that particular year’s program. This table 
shows that we have expended, of the projects started in 1954, 87 per- 
cent. Of the projects started in 1955 we have expended 35 percent, 
and of the projects started in 1956, 15 percent, but the expenditures 
have been in subsequent years. 

Mr. Passman. Shall expenditures necessarily follow the obliga- 
tions? : 

Colonel Crrrz, Yes. 

Mr. Passman. You are referring to expenditures? 

Colonel Crrrz. Yes. 
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OBLIGATIONS 


Mr. Passman. What about the obligations ? 

Colonel Crrrz. The obligations are in our table on page 11 of the 
book. Our obligations are $79,138,000 through 1956, with a total 
anticipated in 1957 of $40 million. 

Mr. Passman. Kindly refer to page No. 11 under mutual weapons 
dev elopment program. Are these figures secret ? 

Colonel Crrrz. Not at the top of the page. 

sae Passman. I note an item for unliquidated obligations, June 30, 

957, $83,815,000. Here in your statement this is indic ated at $66, 
749, 751, How do you reconcile these two figures ? 

Colonel Crrrz. I will reconcile those and put an answer in the 
record. 

Mr. Passman. Kindly comment at this point. 

Colonel Crrrz..:Mr. Chairman, ‘the 1957: program is the entire 
amount of the difference. We drew this up 3 months ago, and our 
estimates on the table on page 11 are based on our end year esti- 
mates as of 6-30-57, and the difference is in the projects we antici- 
pated being completed by the end of the fiscal year which are not 
in the table, sir, that I show you here, which is an exact table as 
of December 31, 1956. 

Mr. Passman. To a large extent what is in these books can be con- 
siderably discounted insofar as figures are concerned ¢ 

Colonel Crrrz. No, sir. This. figure was the actual accomplish- 
ment when we drew up thie statement. We used the actual accom- 
plishments on the negotiations which they had concluded and you 
will notice in the fisc: al year 1957 on page 11 that as of February 28, 
1957 we included a little over $12 million. In the table in the book 
we were still negotiating for a total of $40 million, and as of last 

Saturday we believed that amount was obligated. 

Mr. Passman. The unliquidated obligations of June 30, 1957, shown 
as $83,815,000, are not accurately stated ? 

Colonel Crrrz. We believe they are, on the basis of our obligating 
the full $40 million for the fiscal year 1957, which we do not have 
in the table which I give you in my statement, which is exact. We 
had it drawn up based on reports of about 90 days ago, and they 
were still negotiating on the balance of the agreements. 

Mr. Passman. It appears to be impossible to reconcile the two fig- 
ures? Will you put an explanation in the record 

Colonel Crrrz. I can put an explanation in the record, but the 
entire difference is in the fiscal year 1957 program. We show it 
there as negotiated and completed at $12,151,000. 

(The information requested is as follows :) 

The difference between the status of obligations and expenditures in the table 
on page 5 of the witness’ prepared statement and that on page 11 of the 
presentation book is caused by the difference in dates. In the prepared state- 
ment, there is listed actual obligations and expenditures as of December 31, 
1956. These were the latest exact figures available to the Department of De- 
fense with respect to actual obligations and expenditures. 

On the other hand, the table on page 11 of the presentation book reflects “Esti- 
mated obligations and expenditures” as of the date shown. Thus, the un- 
liquidated obligations as of June 30, 1957 of $83,815,000 includes Department of 
Defense estimates of obligations and expenditures that would be accomplished 


during the last 6 months of the fiscal year. (We believe that these are good 
estimates of what will be accomplished. ) 





Mr. Passman, That would be giving a lead time of more than 2 
years. 

“ Colonel Crrrz. It takes about that length of time. These are 
straight research and development projects which we do not pay for 
until they come up with the product. 

Mr. Passman. Approximately 2 years’ time is needed ? 

Colonel Crrrz. Yes. 

Mr. Passman. And this money is available for funding the pro- 
grams for 2 years ? 

Colonel Crirz. Yes. 

Mr. WiceieswortH. This percentage figure in the right-hand col- 
umn of the table on page 6 of your statement, is that a percentage of 
your overall-obligations ¢ 

Colonel Crrtz. That is the percentage expended of our obligations 
for that particular year’s program, sir. 

Mr. WiceteswortnH. In other words, in 1954, it is 87 percent of the 
50 percent that we have talked about? 

Colonel Crrrz. That is right, sir, of our contributions. 

Mr. Denton. On this summary on page 5, on the top of the page, for 
the fiscal year 1954 there is a sum of a Tittle over $5 million that was 
deobligated. Where does that go? Does it go back into the Treasury 
or will you use it for something else ¢ 

Colonel Crirz. When we deobligated that particular program that 
was put back into our total programs, and if it is not obligated it is 
reported in our unobligated balance, Mr. Denton. 

Mr. PassMan. You may proceed. 

Colonel Crrrz. Expenditure rates and their percentage figures 
shown in the summary above have proved after careful consideration 
of all controlling factors, to be consistent with United States expe- 
rience. It is expected that this rate will increase materially during 
the coming months, since some of the participating gover nments can- 
not make any payments to contractors (and subsequent requests for 
United States reimbursement) until the end item is completely devel- 
oped, inspected, and accepted. Experience has shown that some re- 
search and development projects do not live up to expectations, so the 
agreements provide for termination of any project should it be deter- 
mined by either country that it lacks promise justifying further fi- 
nancing. Under this provision five projects have been terminated to 
date. 

FISCAL YEAR 1954 PROGRAM 


As indicated in the summary above, 33 projects were included in the 
initial program for fiscal year 1954. It was not expected that all of 
these projects would be completed within the 2-year period covered by 
the agreements, as projects were in various stages of development at 
the time the agreements were signed. Most of them were well ad- 
vanced, however, and many have been completed. Transition into 
service use may require many months. Several are now undergoing 
final field tests and will reach the production stage this year. From 
the viewpoint of research and development, the bulk of the fiscal 
year 1954 projects have practically been completed. 
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FISCAL YEAR 1955 PROGRAM 


The relatively larger proportion of United States share during fiscal 
year 1955 was due to the financing of the SHAPE Air Defense Tech- 
nical Center by the United States in order to get it started. It is an- 
ticipated that responsibility for the financing of this center eventually 
will be taken over by NATO. The United States also assumed a large 

roportion of the costs of the light fighter development program for 
NATO during that fiscal year. 


FISCAL YEAR 1956 PROGRAM 


It will be noted that obligations this year practically doubled those 
of fiscal year 1955. This was due in part to obligation early in the 
fiscal year of projects which had been intended for the previous year. 
Also, the countries were coming to a better realization of the value of 
the program and more projects were submitted for consideration. A 
number of highly classified items were disclosed for the first time. A 
number of extensions of earlier projects were also included this. year 
in order to permit completion of the developments. 


FISCAL YEAR 1957 PROGRAM 


Obligation on fiscal year 1957 projects have not yet been completed. 
An effort was made to complete the obligations early this year and 
bring the program into phase with the United States budget cycle, and 
considerable progress toward this desirable objective was made. It 
is expected that approximately $45 million will be approved and obli- 
gated by June 30. 

FISCAL YEAR 1958 PROGRAM 


MWODP project proposals for fiscal year 1958 have increased both 
in numbers and importance. Our allies have gained confidence in the 
validity of the announced objectives of the program and are sub- 
mitting more of their highest quality projects for consideration. They 
recognize that our efforts to support the maximum use of new weapons 
evolved from the MWDP are leading toward elimination of unneces- 
sary duplication and the accomplishment of increasing standardiza- 
tion. These are important objectives which should contribute mate- 
rially to the improvement of our mutual defenses and the saving of 
considerable money in the future. Projects totaling nearly $100 mil- 
lion were submitted for consideration this year ; 75 percent of the total 
were for new projects and the remainder for continuance of support 
of projects already in the program. 

The Department of Defense MWDP steering group reviewed these 
projects in detail early in May 1957. During these hearings, these 
experts studied and analyzed the projects and reviewed the comments 
and recommendations of the field agencies and of the three military 
departments. The program now under final consideration will in- 
volve a United States contribution of approximately $65 million. 

Included in the fiscal year 1958 list are new projects relating to 
guided missiles, new radars, improved munitions, electronic counter- 
measures, antisubmarine warfare, and special studies in fields of 
undersea warfare, land warfare and missile operations. Funding is 
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also included for extensions of projects currently in the program 
which continue to show promise and which will require additional 
time and money for completion. 


SELECTED PROJECTS 


The following highly promising projects are currently included in 
the program : 

(a) Light strike tactical fighter: During the hearings on the fiscal 
year 1957 program, mention was made of work on the development of 
a new light tactical strike fighter. It will be recalled that the project 
was initiated at the request of SHAPE which had established an 
operational requirement for a lightweight, low-cost jet aircraft, which 
could operate from dispersed semiprepared airstrips. With the as- 
sistance of the NATO Advisory Group for Air Research and Devel- 
opment and the United States Air Force, three types were selected 
for development from a number of proposals submitted by various 
European NATO countries and are being developed in France and 
Italy. All of them will be powered by the new Bristol Orpheus engine 
which the British are developing under the mutual weapons program. 
The Orpheus project has produced an engine with less weight than 
anticipated and with prospects of a still higher thrust-weight ratio. 
The Italian aircraft has already been flying for some time and has 
actually exceeded some of the important capabilities desired from this 
craft. The French designs will be flying this spring. All three 
will be thoroughly tested this summer to determine their technical 
suitability to meet the requirements. In addition, sufficient aircraft 
of the Italian design are being produced to permit a thorough test 
by one squadron of the tactical concept. This fighter is an important 
element of our efforts to assist the Europeans in creating their own 
weapons to meet their special requirements which they can manufac- 
ture themselves and so decrease their dependence on continuing United 
States military aid. 

(6) The forward scatter communications test links, which were 
mentioned last year as having been initiated, are well underway. 
These pilot test links were recommended by the SHAPE Air Defense 
Technical Center—which was also created as part of the MWD pro- 
gram—and are being supervised by that agency. The eventual com- 

lete communications system will be invaluable not only for the air 
efense of Western Europe and as an instrument of command by 
SHAPE, but also as part of the warning net for the North American 
Continent. 

(c) An entirely new type of project included in the fiscal year 1957 
program was the training center for experimental aerodynamics. It 
was established jointly with Belgium to provide NATO with a means 
for training qualified scientific students in advanced experimental 
aerodynamics and the techniques and practices of a modern aero- 
dynamics laboratory. Constructed recently by Belgium at a cost of 
more than $2 million, this facility includes sonic and supersonic wind 
tunnels, together with supporting laboratories, classrooms, and shops. 
The first course, which is now underway, includes students from seven 
different countries. It is anticipated that responsibility for the 
financing of this center eventually will be taken over by NATO. This 
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is an example of a project designed primarily to educate scientists 
who will help solve problems: in the aerodynamics field in the future. 
for the benefit of our mutual defense. 


GENERAL ACCOMPLISHMENT 


T he fact that the mutual weapons development program is accom- 
plishing its major objective is indicated by the following comment 
made by Gen. Lauris Norstad, Supreme Commander Allied Powers, 
Icurope: 
A large portion of these projects apply to the NATO area and each of these 
projects is reviewed by my staff as they are proposed by the mutual weapons 
development team. I am satisfied that these projects are highly desirable and 
I would hope that they would be implemented. 
The program in general, from a NATO viewpoint, is particularly worthwhile, 
as: , 

(1) It will provide our allies with more effective weapons at dates earlier 
than would otherwise be possible ; 

(2) It lessens the dependence of our allies, from a long-term aspect, on 
United States sources for advanced weapons and equipment ; and 

(3) It directly benefits the United States by providing information on new 
technology developed by our allies. 

I consider the program as making a distinct contribution to Allied Command 
Europe and would like to urge that efforts continue, as in the past, to insure its 
success. 3 

New WEarons 


The term “new weapons” as used in this presentation refers to se- 
lected types of improved weapons and equipment developed since 
World War II, the nature of which has radically altered the science 
of warfare. Included are dual-purpose weapons and equipment which 
permit the use of atomic warheads, but fissionable materials are not 
included within this definition. Examples of new weapons are guided 
and free missiles, recent types of supersonic aircraft, antisubmarine 
warfare equipment, and electronics equipment for air defense. 

The considerations which render it of greatest importance that we 
include advanced weapons in our military assistance program were 
taken up with the Congress last year. As stated at that time, United 
States assistance in modernizing our allies’ forces must be on a con- 
tinuing basis; additional funds for this purpose are accordingly 
requested for the coming fiscal year. 

Without repeating in full the considerations advanced last year on 
behalf of this program, the following key factors should be noted : 

1. In this period of rapidly developing technology, military plans 
and forces must constantly be reviewed to insure adjustment to chang- 
ing conditions. It is not enough to build up military strength; that 
strength must be maintained and continuously modernized. 

2. The United States and its allies have always recognized that it 
would be impossible for the free nations of the world to attempt to 
maintain military forces numerically comparable to those of the Com- 
munist powers. In order to compensate for our numerical inferiority, 
we must maintain not only our nuclear deterrent, but also the capa- 
bility to deter and, if necessary repel local attacks. This requires 
effectively armed allies. 

3. Our allies, particularly the smaller NATO countries, have be- 
come increasingly aware of the discrepancy between their own military 
sapabilities and those of the United States and Soviet forces armed 
with the latest weapons. 
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The United States, and to a limited degree the United Kingdom, are 
the only nations of the free world presently producing the more im- 
portant advanced weapons capable of employing nuclear warheads. 
While the United States, through its sample weapons program, has 
offered to assist NATO nations having the necessary financial and in- 
dustrial capability to undertake the development and production of 
advanced weapons, the United States will for an indefinite period be 
the only possible source for the provision of such weapons to free 
world forces in quantity. It is, therefore, essential that the United 
States provide necessary weapons to our allies under the mutual secu- 
rity program to match the growing strength of Soviet bloc forces 
which are being progressively armed with similar weapons. Failure 
to do so in Europe would mean that allied NATO forces on the flanks 
of United States units would be unable to hold, vitiating the NATO 
shield concept,and imperiling our own forces. Elsewhere in the world 
free world forces must. be modernized on a selective basis to prevent 
intimidation or nibbling attacks by stronger Soviet or satellite forces. 
It is axiomatic under collective security arrangements that allied forces 
should be effectively armed to bear their proper share of the defense. 
Apart from this basic military consideration, it is clear that our mili- 
tary alliances, and particularly the NATO shield in continental Eu- 
rope, would not long survive if United States contingents were the only 
forces armed with modern weapons. Our allies cannot maintain their 
vital contribution to the common defense if their armed forces are 
inferior by reason of their outmoded weapons. 

These considerations led the executive branch to approve for fisea] 
year 1957 the inclusion of funds for the procurement of new weapons. 
In addition, funds from prior year appropriations were to some extent 
reprogramed for this purpose. The fiscal year 1956 and fiscal year 
1957 programs include major new weapons costing approximately $410 
million. The worldwide program totals $329 million, with the remain- 
ing $81 million included in country programs. These programs in- 
clude the following new weapons: 

Surface-to-air and surface-to-surface guided missiles 
Free flight and aircraft rockets 

Early warning equipment 

Antisubmarine aircraft and detection equipment 
Advanced fighter and all-weather type aircraft 

The fiscal year 1958 program requests new grant-aid funds for new 
weapons of approximately $339 million. The worldwide programs 
total $297 million, with the remaining $42 million included in country 

rograms. In addition, it is proposed that approximately $150 mil- 
ion of new weapons will be offered for sale to our allies. The fiseal 
year 1958 new program request includes the same general categories 
of weapons as on for fiscal year 1957. 

Tentative country allocations of these new weapons have been based 
on the recommendations of appropriate military authorities. Final 
allocations are dependent upon the designated recipient’s ability to 
utilize effectively the equipment and to provide adequate security 
safeguards for classified information or equipment. Formal ac- 
ceptances have been received from designated recipients for a large 
portion of the weapons programed in fiscal year 1956 and fiscal year 
1957 and firm deliveries are being established. 

The United States has advised NATO countries that its ability to 
devote an increasing share of the military assistance program to new 
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weapons will depend to a considerable degree upon their willingness 
and ability to assume a greater share of the costs of maintaining exist- 
ing conventional forces. 


Miurrary Assistance TRAINING Program 


The military assistance training program is aimed to insure maxi- 
mum effectiveness of forces with emphasis on obtaining the greatest 
utilization of equipment furnished under the materiel program. 
Specifically, the objectives of the training program are to: Assist in 
the attainment of combat effectiveness of forces at the earliest pos- 
sible time; insure proper maintenance and operation of United States- 
provided equipment; assist in the establishment of self-sufficient 
country training programs; assist as appropriate, in increasing the 
skill of country military personnel to the degree which will permit 
rapid and ready transition to more modern equipment. 

Military assistance training requirements are prepared in further- 
ance of these objectives. Although the training requirements are 
closely related to the end items being furnished each country, the train- 
ing program is not limited exclusively to this type of training. In 
the interest of developing effective forces and in view of the varied 
capabilities of the recipient countries, appropriate instructions in all 
phases of military activities are offered. The annual requirements 
for training assistance are developed by the military assistance ad- 
visory groups in conjunction with the recipient countries and reviewed 
by the unified command and military departments to assure that they 
are in consonance with the materiel programs and United States plans 
and objectives in the respective recipient countries. 

To carry out the objectives of the training program, several types 
of training are provided foreign military personnel. The major types 
are: 

1. Training of students in service schools, both in the United States 
and overseas (this type of training is the basic element of the 
program). 

2. Mobile training teams, composed of United States service per- 
sonnel, who provide in-the-field instruction in the maintenance and 
operation of specialized equipment. 

3. Technical representatives who are civilian contract specialists 
and provide field instruction on highly complicated and newly 
developed equipment. 

4. Orientation visits for senior foreign military personnel to 
acquaint them with the latest practices and techniques in use in the 
United States military services. 

5. United States training personnel stationed in the recipient 
countries provide technical advice and instruction at the countries’ 
installations and guidance in the development of indigenous training 
establishments and programs. 

In the training program, countries financially able to do so bear a 
portion of the cost involved in the training of their personnel. These 
countries pay transocean transportation costs of their students and 
certain costs of maintaining United States advisory and instructional 
personnel overseas. 

During the period fiscal years 1950-57, approximately 42 different 
foreign countries have been provided military assistance training. 
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Foreign military personnel had completed or were attending 88,486 
courses of instruction in service schools in the United States and 
25,000 courses in overseas installations on December 31, 1956. (One 
course of instruction is equal to a single trainee in a particular service 
school.) These numbers do aot include the large groups of personnel 
that have received instruction in their own countries from United 
States instructors and technicians. At the end of December 1956 
2,049 technical representatives and 2,149 mobile training teams ha 

completed or were currently engaged in providing field instruction 
and assistance to foreign personnel. In addition, the service per- 
sonnel assigned to the military assistance advisory group in each 
country have advised and assisted the countries in training tactical 
and support type units. The active participation of MAAG training 
and advisory personnel in some countries has been and will continue 
to be extensive. 

As the result of the training furnished, armed forces of many 
countries have been improved from a condition seriously lacking 
adequate training and organization into modern military organiza- 
tions familiar with the tactical use and technical aspects of their 
equipment. However, despite favorable results to date, much remains 
to be accomplished. While quantitatively indigenous training estab- 
lishments closely approximate training requirement goals, many 
countries still require considerable training assistance to achieve and 
maintain desired qualitative standards and to attain a position where 
they can readily use and maintain more modern weapons. 

The fiscal year 1958 military assistance training program request is 
$74.0 million. The estimate for fiscal year 1958 is based on training 
requirements for approximately 38 countries. A summary of the 
fiscal year 1958 military assistance training program is as follows 
(in thousands of dollars) : 

Total program 
BRurope 


NN a tn eit ae eee, Boke Bed joe ser 2 oh el 
‘ar East 


1 Nonregional includes: Navy—Contractual services, $200; Air Foree technical repre- 


sesap ves, $6,820; State—Mission training expenses, $2,000; new weapons training, 
745. 


To insure insofar as possible that the recipient countries have the 
capability to maintain and use the more conventional weapons, the 
training program must continue to stress the training on these types 
of weapons and equipment. However, since military assistance train- 
ing is closely related to the materiel items, training in fiscal year 1958 
and later years will be largely influenced by the more modern weapons 
being provided cur allies. In fiscal year 1958, emphasis will be placed 
on training for such new weapons as guided and free missiles and 
equipment for air defense systems that are included in the fiscal year 
1957 military assistance program. Increasing emphasis will also be 
placed on training connected with new weapons to assist friendly 
countries to attain a position which will permit rapid transition from 
conventional weapons to the more modern types. 

The United States is also prepared to train units from certain 
NATO countries in the techniques of dual-purpose weapons. Train- 
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ing will be undertaken with special training devices and will entail 
possession of nuclear components by the forces trained. This train- 
ing will be in harmony with the priorities established by the NATO 
military authorities and will be carried out under arrangements 
worked out directly between appropriate military authorities of the 
United States and the NATO member countries receiving the train- 
ing. 

As in prior years, the fiscal year 1958 training program will include 
training and indoctrination of commanders, staff officers, and super- 
visory personnel responsible for planning and establishing systems, 
organizations, techniques and policies. The common gr ound of knowl- 
edge and means of communications (English) resulting from this 
United States training will prove of invaluable benefit in joint and 
combined operations of military forces. 


TRAINING OF FOREIGN NATIONALS 


Mr. Roonry. I wonder if, before we leave this program, we might 
have inserted in the record a chart showing the numbers brought from 
foreign countries to the United States for training, indicating the 
countries involved and the cost of the program with regard to each? 

Mr. Passman. Would you like to have that information inserted in 
the record at this point ? 

Mr. Roonry. Yes, at this point. And I wonder if they would also 
indicate the number sent from this country to other countries? 

Colonel Crirz. Yes, sir. 

Mr. Chairman, may I point out that I have the table here in the book. 
We necessarily classified the numbers of students that we have taken 
from any particular country, but the chart is here, available, to the 
committee. It shows this country, by number, in the United States 
and otherwise. 

Mr. Passman. The information is classified ? 

Colonel Crirz. Yes, sir; but I can give it to you on a regional basis, 
unclassified, if you would like it in the record: 

Mr. Passaan. Present for the record as much data as is permissible. 

Colonel Crrrz. All right, sir. 

(The material requested follows :) 


TRAINING OF ForEIGN Nations UNpER GRANT AID PROGRAMS BY GEOGRAPHIC 
Source, Recipient AREA AND CountTrRY As OF Dec. 31, 1956 


NUMBER OF MILITARY ASSISTANCE PROGRAM FORMAL TRAINING COURSES 


Completed Attrition ! In training 


Geographic source: 
Training in United States 
Training overseas 





Recipient area and country: 


PE ST i. nd. cnnasheraknneeateaansetpunoen tA 
ey Ge PIAS Ase Leda denktbivccknpanbssda AURIS . 
Latin America 





1 Represents man-courses occupied by students who started a specific course of training and for acé adem ic, 
technical, physical or other reasons are forced to discontinue the course prior to normal completion date 
of course. 





OrrsHore ProcuREMENT 
BACKGROUND 


There are three sources of supply for items included in the approved 
military assistance materiel program. Some of the items can be fur- 
nished from supplies on hand in the Army, Navy, or Air Force. 
Additional amounts come from new production in the United States. 
The third source is offshore procurement (OSP), a term used to 
describe purchase by the United States of military equipment and 
supplies from sources outside the United States for delivery to other 
friendly countries, as part of the military assistance program. This 
type of procurement was first undertaken in a relatively small way in 
connection with aid to Greece in 1947 because the United Kingdom 
was then the only source of supply for replacements, spare parts, and 
ammunition for the British types of military materiel with which the 
Greek armed forces were equipped. If this equipment had not been 
procured offshore in the United Kingdom, it would have been neces- 
sary to completely reequip the Greek armed forces with United States- 
type equipment, an extremely costly undertaking. 

When the military assistance program was initiated in 1949, it was 
planned to supply United States types of equipment to our allies, 
mainly from existing United States stocks. It was also planned that 
any new procurement would, in part, be delivered to United States 
forces to replace stock items previously shipped to our allies. At 
that time, this seemed to be the most expeditious way of getting 
weapons into the hands of Aliied soldiers, and thereby strengthening 
the overall capability of the free world to resist aggression. The 
attack in Korea, however, upset these plans; and the stocks of mili- 
tary equipment and ammunition which had been programed for 
delivery under the military assistance program were necessarily di- 
verted to meet the urgent requirements of the Korean war. A new 
source of production had to be found, and OSP was introduced to sup- 
plement United States production, which was straining to meet the 
needs of the Korean conflict. 

Equally important were the logistic and strategic considerations. 
From the military point of view, it was considered essential, in case 
of war, that the maximum capability to produce replacements, spare 
parts, and ammunition be available from sources close to the 
actual fighting, and not be subject to the hazards and delays of a 
long and precarious pipeline from the United States. In addition, 
. there were other benefits flowing from this action which were im- 
portant to the United States: 

1. The opportunity to save money for the United States taxpayer. 
In many instances, especially in shipbuilding, it was possible to pro- 
cure in Europe or Japan military equipment of types suitable for use 
by the recipient countries’ forces at a cost less than that for purchas- 
ing equivalent equipment in the United States. 

2. The furtherance of United States political and economic ob- 
jectives abroad. As the Marshall plan was diminishing in size, many 
of our European allies still had balance of payments difficulties, par- 
ticularly with the dollar area, which were in part overcome by OSP. 
Our OSP program was also instrumental in some countries as a 





726 


means of combating Communist influence in the trade union move- 
ment. 

The four basic limiting factors which have always governed, and 
continue to govern, the placement of offshore procurement contracts 
are set forth in a Department of Defense directive, dated August 17, 
1951. These limitations are that such procurement will not result in 
one or more of the following: 

1. Unjustifiable cost in comparison with procurement in the United 
States. 

2. Militarily unacceptable delays in delivery. 

3. Serious adverse effects upon the United States economy, em- 
ployment, or-industrial mobilization base. 

4, Threat to the security interests of the United States. 


FISCAL YEAR 1951-57 PROGRAM 


Since 1951 the United States has purchased in Europe and the Far 
East a selected portion of the materiel to be furnished to friendly 
foreign nations under approved military assistance programs. Dur- 
ing the period, military assistance program offshore procurement con- 
tracts totaled about $2.71 billion, with expenditures as of December 
31, 1956, amounting to $2.12 billion, or 78 percent of the value of 
contracts placed. 

The greatest volume of offshore contracts was placed in fiscal year 
1953 when the amount totaled about $1.6 billion. In fiscal year 1956, 
the amount of new procurement, offshore was only $62 crite. Of 
the total orders placed to date, $2.57 billion has been placed in Europe, 
largely in NATO countries, with the remainder awarded to the Far 
East area, principally Japan. 

The largest single procurement category is conventional ammuni- 
tion. The orders for conventional ammunition have been important 
in meeting training and war reserve requirements in friendly foreign 
countries. Ammunition orders to date total $1.18 billion, or 43 per- 
cent of the total orders placed. In the main, ammunition procured 
has been of United States types and the bulk of orders was placed 
at a time when United States industry was engaged in fulfilling the 
requirements of the Korean campaign. 

The second largest category of procurement is aircraft, spare parts 
and supporting equipment in the amount of about $460 million. Many 
of the aircraft contracted for under this program were of European 
types. 

he third largest category of materiel procured offshore, amounting 
to about $360 million, is ships and harbor craft. These items are 
principally of foreign design and were produced in foreign shipyards 
at costs appreciably less (in some cases as much as 50 percent less) 
than United States costs for comparable items. 

With the exception of ammunition, offshore procurement orders 
involved primarily items of non-United States design, e. g., British 
Centurion tanks, Senenennrtame radar, BOFORS, L/70 40 millimeter 
antiaircraft. guns, naval craft and aircraft of foreign design and 
British-type weapons. 

On the basis of the end items included in the materiel program, the 
status of service stocks and the state of the United States industrial 
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mobilization base, it is estimated that about $110 million may be obli- 
ac in fiscal year 1957 for offshore procurement on a worldwide 
asis. 
FISCAL YEAR 1958 PROGRAM 


It is estimated that the fiscal year 1958 program will be in the same 
general order of magnitude as that for fiscal year 1957. In contrast 
to previous years, it is anticipated that a larger percentage of the 
offshore procurement orders in 1958 will be placed in the Far East and, 
in addition, the total orders will involve little or no ammunition. In 
general, OSP will be used primarily to (a) obtain foreign-type items 
of materiel needed to meet an approved military requirement; or to 
(b) develop arrangements of special benefit to the United States, such 
as cost-sharing production schemes or production capabilities in “soft 
currency” areas for use on a regional basis. 

The reduction in ammunition orders will undoubtedly result in 
some of the ammunition plants in both Europe and the Far East 
being put into “mothballs.” The United States will assist these 
countries in placing these plants in a standby status with the under- 
standing that the aevetaunabis concerned will agree to maintain the 
plants on a standby basis for future use in the event of war. 

Mr. Taser. Can you tell us whether or not any of the foreign cur- 
rencies generated under Public Law 480 have been used for the pro- 
curement of offshore items? 

Mr. Passman. Is not that the next item we are going to discuss? 

Colonel Crirz. It is a little bit different, sir. 

Mr. Denton. Have we ever had the information about how much 
money is available for that? 

Colonel Crrrz. I have the foreign currency statement, sir. Do you 
want to take it up now or later? 

Mr. Passman. Would you care to hear the statement first and then 
return later to the discussion ? 

Mr. Taser. I do not care, any way you want to do it. 

Mr. Passman. Then Colonel Critz will proceed with the statement. 

Colonel Crrrz. All right, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


MILITARY SALES ON A CASH OR CREDIT BASIS 


Colonel Crrrz. The amount requested in fiscal year 1958 will estab- 
lish a capital fund to facilitate sales of military end items and spare 
parts. Authority to reuse payments for such sales (including local 
currency payments) is being requested in order to finance additional 
materiel for sale. 

It is a United States policy objective that MAP nations should as- 
sume financial responsibility for the procurement of materiel required 
to achieve na ny security objectives whenever such action is con- 
sistent with their economic and political stability. Progress toward 
the achievement of this policy objective has been made in the spare 
parts field where negotiations have been consummated for many coun- 
tries to assume financial responsibility for their spare part require- 
ments. 





Procedural implementation of this policy is seen in efforts to ex- 
pand the military sales program. Progress has been made in elimi- 
nating some of the obstacles to this program through a series of legis- 
lative and administrative steps. The 1956 amendments to the Mutual 
Security Act have allowed the establishment of a more equitable, and 
consequently more competitive, pricing policy, recognizing the age and 
condition of equipment. In addition, administrative procedures are 
being improved to provide better “customer service” and buyer-seller 
relationships. 

Several problems must be solved to properly capitalize on past 
progress and make further gains in the allied assumption of financial 
responsibilities. The problems referred to are those typical of any 
buyer-seller type operation: the seller must have stock from which 
to sell; the buyer’s ability to buy may often depend on credit; the 
seller’s ability to continue selling will require a smooth continuity of 
investment, sales, and reinvestment; and when foreign buyer-seller 
relationships are involved the prospect of trading through local cur- 
rency acceptance will influence the buyer’s ability to buy and the 
seller’s willingness to sell. These problems and the current action 
directed at their solution are discussed in the following paragraphs. 


INVESTMENT 


The major effort to transfer financial responsibility has been in the 
spare-parts field. While many countries, primarily in Europe, have 
agreed to assume financial responsibility, the small size of their pro- 
curement orders, their lack of previous experience in procurement, 
continued dependence for many items on United States sources of 


supply, and lack of any regional procurement organizations, can 
make the transfer of financial responsibility for spare parts a reality 
only if a supply system exists to stock the necessary items for several 
countries and sell on demand. These problems will continue to pre- 
sent themselves as the military sales program expands in the spare 
parts and other fields. Since in the past funds have only been re- 
quested for grant aid requirements, funds have not been available to 
procure materiel in anticipation of sales. Solution of this problem 
will require financial authorization to invest in the pipeline from 
which sales can be made. 
CREDIT 


Over and above the need to provide pipeline requirements de- 
scribed above, the ability and willingness of some of our allies to 
procure materiel from the United Sti ates depends upon the availability 
to an extent not now practical, of credit. While section 106 of MS A 
authorizes 3-year credit, for stocked items, using service funds to cover 
the credit, services have been unwilling to tie up ‘their appropriations in 
major cases for this long a period. For items requiring new pro- 
curement, the authority of section 103¢ was intended to be applicable, 
using M AP funds. However, appropriations have never been re- 

uested for such purposes and the extension of credit would require 
aWersich from other programs to cover such transactions. 

The availability of funds to advance credit would materially assist 
in meeting the requests of certain countries desiring to and ‘having 
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the capability of purchasing arms on a deferred-payment basis. Such 
credit sales may be in the United States interest when they preclude 
the extension of Soviet influence through the sale of Soviet arms and 
when they advance the standardization of the equipment of allied 
forces on United States lines. 

The solution to this problem is the provision of funds to advance 
credit in order to facilitate the sale of military materiel. 


LOCAL CURRENCY PAYMENTS 


Dollar shortages throughout the world even in relatively stable 
economies are a significant damper on any major MAP sales program. 
While basic planning for the MAP sales program is in dollar terms, 
acceptance of local currency payments would facilitate the ability 
and willingness of many countries to pay for MAP materiel. 

Mr. Pasmawn. Is this going to be a recommendation of another pro- 
gram? Is that the $175 million item to which you are referring ? 

Colonel Crirz. That is correct, sir. 

This situation suggests that wherever local currencies could be used 
to meet other MAP requirements or requirements of United States 
military services, consistent with prudent management and other 
United States objectives, it would be in the United States interest to 
accept local-currency payment for MAP sales and reinvest these cur- 
rencies for other MAP or United States requirements. Local cur- 
rencies used to meet services and MAP grant-aid requirements will be 
purchased with dollar appropriations, thereby providing for continu- 
ing conversion of local currencies to dollars which may in turn be 
reinvested in credit or sales transactions. Reinvestment of local cur- 


rencies for procurement of required materiel, would as a byproduct, 
aid in the development of country production facilities for future 
self-support. While authorization exists for the acceptance of local 
currency payments for economic commodities, such authorization does 
not exist for MAP materiel. 


POSSIBLE REPAYMENT OF LOANS IN LOCAL CURRENCY IN MILITARY SALES 
PROGRAM 


Mr. Passman. There would be an accumulation of local currencies 
from many sources if this program is developed ? 

Colonel Crrrz. Mr. Chairman, this is not a soft loan, and we will 
only accept local currencies where we, in the military program, can 
reuse those currencies. 

Mr. Passman. Reused in the same country ? 

Colonel Crrrz. Or buying in that same country for some other use. 

Mr. PassmAn. But not to be used by the United States? 

Colonel Crrrz. It might be. 

Mr. Passman. Do you think it would be so used to any large extent? 

Colonel Crirz. Mr. Chairman, I think there are several instances 
where our military service local-currency requirements exceed that 
made available through other sources and we, in turn, could sell local 
curency to them for dollars which would come back into our revolving 
fund. 

Mr. Forp. Will the military department be the sole judge as to 
whether or not we are going to accept local currency ? 
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Colonel Crrrz. No, sir. Our office will be the determining factor 
but we will determine the uses for it before we accept it. 

Mr. PassMAn. By your “office,” you refer to what department ? 

Colonel Crrrz. The Office of the Secretary of Defense. 

Mr. Mriter. You mean uses that are entirely within your shop, 
too ? 

Colonel Crrrz. That is right. 

Mr. Muizer. We would not get out in the general financial field ? 

Mr. Passman. That practice might be competing with the proposed 
development loan fund. 

Colonel Crirz. This program will be carefully coordinated with 
the other programs but local currency will be used only where we 
can make use of it in the military field. 

Mr. Passman. If all of these programs go through they wil! need 
some new printing presses. 

Colonel Crirz. There are no soft loans. 

Mr. Passman. If the local currency is accepted and reinvested in 
the same country, would not this be related to a soft loan ? 

Colonel Crirz. No, sir. 

Mr. Denton. You have not mentioned sales on this basis. What 
has been your success on collecting on those sales ? 

Colonel Crrrz. We have 100 percent payment in the past and it has 
always been, in the past, on a cash basis. 

Mr. Denton. How many sales have you made? 

Colonel Crirz. Between $800 million and $1 billion. 

Mr. PassmaNn. This is across the counter? Cash and carry ? 

Colonel Critz. That is right, and some 3-year sales. 

Mr. Denon. Are these funds ours or theirs? 

Colonel Crrrz. Ours, so far. This is the first time we have asked 
for use of foreign currency. 

Mr. Passmawn. Did you place a limitation ? 

Colonel Crivz. $175 million is our total. 

Mr. Passman. At least that is the start ? 

Colonel Crirz. Yes, sir. 

Mr. PassMAn. You may proceed. 


REINVESTMENT 


Colonel Crirz. The provision of military assistance to our allies 
is a continuing program and consequently the need for maximizing 
sales of military assistance program materiel is also continuing. Capi- 
tal will be required to underwrite additional sales and loans and the 
sales program could, within established limits, provide its own source 
of capital for future transactions by being authorized to reinvest pay- 
ments made for sales or loans either in dollars or in local currencies. 
Such authorization will provide a basis for advance sales and invest- 
ment planning and will place the military assistance program sales 
program on a continuing businesslike basis. 


FISCAL YEAR 1950-57 PROGRAM 


Almost 60 countries have participated in some degree in past 
sales of military materiel—$1,060 million through March 31, 1957. 
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Mr. Passman. Is it classified to state $1 billion as compared to the 
overall ? 

Colonel Crrrz. No, sir. 

Mr. Passman. How much equipment have all of these 60 countries 
purchased and how much have we contributed ¢ 

Colonel Crrrz. 1 to 17 approximately; $1 billion to $17 billion. 

Mr. Passman. Thank you. 

Colonel Crrrz. Principal participants were limited to those coun- 
tries in a favorable Guatcial ‘sendinles who, as a result, were not in 
need of extensive grant or credit assistance, foremost among these be- 
ing Canada, which accounted for approximately $540 million of the 
total. Less than 10 percent of the total sales to date have been on a 
credit basis. 

Mr. Forp. May I ask a question ? 

Mr. Passman. Surely. 

Mr. Forp. That figure you give of $1,060,000,000, that does not 
include German procurement ? 

Colonel Crrrz. A little bit of it, Mr. Ford. I will give you the table 
that has it by country. 

Mr. Passman. A $175 million loan authorization is being requested 
for this program. What portion of the $175 million would be ac- 
cepted in local currencies in payment for the equipment ? 

Colonel Crirz. We have not established any particular amount for 
that purpose, Mr. Chairman, but our intent will never be that we can- 
not convert what we accept back into dollars so that we do not inter- 
fere with, or so that we can continue to have the use of the revolving 
fund. 

Mr. Passman. This is one of the revolving funds? 

Colonel Crrrz. We are asking to reuse the money and we give only 
3 years’ credit. 

Mr. Passman. It is one of the programs which grows? 

Colonel Crrrz. Yes. 

. Mr. Passman. The fund could readily develop into a much larger 
und ? 

Colonel Crrrz. The Senate bill, sir, that put it in limited it, the 
total, to $175 million. 


INTEREST RATE ON MILITARY SALES PROGRAM LOANS 


Mr. Passman. The interest reverts to the Treasury ? 
Colonel Crtrz. The limit is $175 million. 
Mr. Passman. What is done with the interest payments ? 
Colonel Crirz. It goes to the Treasury, sir. 
Seon Taser. There is not any interest rate on most of these loans, is 
there ? 
Colonel Crrrz. On most of them. 
Mr. Taser. What is the interest rate ? 
Colonel Crrrz. There are some that draw 3-percent interest. 
Mr. Passman. Who determines what loans draw interest and what 
loans are non-interest bearing ? 
Colonel Crirz. We process them through the Department of State 
and the International Cooperation Administration. Then just like 
all loans—— 








732 
Mr. Taser. Anything being paid in 3 or 4 or 5 months would not 
draw interest at all? 
Colonel Crirz. That is correct, sir. 
Mr. Taser. Only when an extension was given for a considerable 
period would you expect to collect interest? 
Colonel Crrrz. Yes. 


MILITARY SALES IN FISCAL YEARS 1950 TO 1957 


Mr. Taper. You say in 1950 to 1957 you had $1,060 million in sales? 

Colonel Crrrz. That is right, sir. 

Mr. Taper. That is in sales. How much of that have you collected 
and what has become of it? Has it gone into the Treasury ! 

Colonel Crirz. No, sir. The large portion of that, sir, was sold 
by the military departments from their own stocks under the author- 
ity of section 106 of this law. 

Mr. Taser. It went to the various military departments? 

Colonel Crrrz. Yes. 

Mr. Passman. Would that action in effect increase the appropria- 
tions for the military by the same amount ? 

Colonel Crirz. It is made available to them, sir. 

Mr. Taser. Does it go into their production procurement fund? 

Colonel Crirz. Yes, sir. 

Mr. Taper. In the Army? 

Colonel Crrrz. Yes, sir; Army, Navy, and Air, sir. 

Mr. Taser. That is where it has been before. Does that mean that 
you are going to embark upon a different type of operation now ? 

Colonel Crrrz. No, Mr. Taber. We will continue that type of 
operation where a country comes in with sufficient cash to put the cash 
down. They will buy it direct from the military departments, but if 
they need 3-year credit, let us say, or 2-year credit, we will finance 
the sales from this fund. 

Mr. Taser. This $175 million and the local currency deal is what 
you have that $175 million block for? 

Colonel Crrrz. That is right, sir. If they have cash on the barrel- 
head, they pay cash. If they need 2 or 3 years to repay, that is what 
we are asking for. 

Mr. Taper. You do not need any new specific legislative authority 
to permit the military departments to sell ? 

Eolonel Critz. No, sir. Last year’s law, sir, authorized us to sell 
on a long-term basis but we have never asked for appropriations for 
that purpose. Where the military departments were willing to carry 
the credit sale, we authorized it, but they do not like to tie up their 
money. 

Mr. Taper. They take this stuff off the shelf ? 

Colonel Crirz. Yes, sir. 

Mr. Taper. That has been the practice up to this time? 

Colonel Crrrz. Yes, sir. 


FISCAL YEAR 1958 PROGRAM 
Steps proposed for fiscal year 1958 to capitalize on the progress 


already made and provide a basis for future gains in the transfer of 
financial responsibility to allied nations are as follows: 
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(a) Initial financial authorization: It is very difficult to forecast 
the amount of credit or pipeline support required in any given year 
since a variety of political, financial and military factors influence 
both the timing and amount of purchases. Past experience and cur- 
rent trends dinate that about $50 million may be required for spare 
parts support and about $125 million to finance major materiel re- 
quirements on a 3-year credit basis. Therefore, $175 million have 
been included in the total authorization for military assistance pro- 

ram in fiscal year 1958. Such authority would provide the basis 
for meeting the initial investment requirements to provide the pipe- 
line and credit for military assistance program sales. 

Mr. Taser. Is this going to take the place of your present opera- 
tion where you sell off the shelf ¢ 

Mr. Taser. No, sir; where they can pay cash, they will still pay 
cash. 

Mr. Taser. Will they be the same people who previously paid the 
other way ¢ 

Colonel Crirz. No, sir; it will be a combination. Some people 
come in and pay cash now. For the other types of equipment of 
higher cost, they are asking for 3-year credit. In other words, they 
may come in now and buy $5 million worth for cash and ask for 
3-year credit for say $25 million or more. 

Mr. Denron. Is that not going to hurt your cash sales? 

Colonel Crrrz. I do not think so. 

Mr. Denton. They oe say, “You gave that country credit, why 
do you want cash from us!” 

Colonel Crrrz. They pay cash where they can because we charge 
interest otherwise. 

Mr. Denton. How much ? 

Colonel Critz. Three percent, generally. 

Colonel Crrrz. When we can sell, it cuts down the amount we give 
and we believe that we are improving the sales business and thereby 
reducing our grant aid by it. 

Mr. Passman. Many loan agreements are being developed in this 
overall program. 

Colonel Crirz. The authority for this has been in the law. 

Mr. Taper. Off the record. 


(Discussion off the record.) 
NECESSITY FOR DEALING WITH MILITARY DEPARTMENTS 


Mr. Passman. Why would not these people go directly to the 
manufacturer? Why must they clear through the military? 

Colonel Crrrz. In most instances, sir, all of these items are con- 
trolled by the military. When they are not controlled by the mili- 
tary we do refer them to the company concerned. 

Mr. Passman. The sale is to be made directly to the nation on a 
cash basis. Could not the manufacturer be told, “You have our au- 
thority to sell country X what they want”? 

Colonel Crrrz. In most instances, sir, the military has complete con- 
trol of these items. For example, we have to authorize the release and 
the sale of all of these military equipment items. 
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Mr. Passman. But you are the creditor rather than the manufac- 
turer, is not that the difference ? 

Colonel Crrrz. No, sir; for complicated types of equipment, like 
aircraft, no single manufacturer can provide all the parts. : 

Mr, Passman. The equipment is assembled and sold as a unit? 

Colonel Crrrz. Asoanblb and sell it as a unit; yes, sir. 

Mr. Passman. Kindly proceed with your statement. 

Colonel Crrrz. (0) Continuing legislative authorization : Language 
changes in section 103c would authorize the reuse of payments for 
MAP sales to finance additional sales and loan programs. In addi- 
tion, authorization is requested for acceptance of local currency pay- 
ments for MAP sales. Such authority will Pie the administra- 
tive basis for a continuing program and will facilitate future sales 
where feasible through acceptance of local currencies. 


OSP EXPENSES 


Funds in the amount of $5.0 million for fiscal year 1958 are re- 
quired for administrative support incident to offshore procurement 
activities devoted to purchasing and contracting under the milita 
assistance program. This amount includes expenses connected with 
obtaining manufacturing data and production aids for support of off- 
shore procurement activities. 


AIRCRAFT MODIFICATIONS 


Funds in the amount of $15.3 million for fiscal year 1958 are re- 
quired for modification of aircraft, guided missiles, or their com- 

onents already on procurement that will result in: An improvement 
in military capability or operational performance, significant change 
in logistics or training requirements, or a change in configuration to 
allow an aircraft or guided missile to perform an assigned mission 
other than the one for which it was originally procured. 


AIRCRAFT SUPPORT EQUIPMENT 


Funds in the amount of $34.7 million for fiscal year 1958 are re- 
quired primarily for shop and utilities equipment, organization base 
and maintenance equipment and related aircraft equipment. This 
amount represents the best estimate of requirements submitted by our 
military assistance advisory groups over and above presently pro- 
gramed support equipment. A worldwide survey and redistribution 
of support equipment to meet deficiencies for support of forces in the 
fiscal years 1950-56 program is underway. Upon completion, a break- 
out of the above requirement by country will be possible. 

Special project program: This program can be discussed on a classi- 
fied basis. 

MisceLLANEOUsS WorRLDWIDE Programs 


Miscellaneous worldwide programs embrace a variety of special 
programs and the projects which are not appropriate for distribu- 
tion by country. Examples of these programs are: Undelivered 
Army spare parts from prior year programs; industrial plant and 
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plant expansion expenses; Far East Army vehicle rebuild program; 
aircraft modification project; and offshore procurement program 
expenses. Many of these miscellaneous programs are prior-year pro- 

ms with no new funds << for fiscal year 1958. For fiscal 
year 1958 we are seeking additional funds in the amount of $119.7 
million for 5 of these programs. Following is a brief explanation of 
these projects: 

VEHICLE REBUILD 


Funds in the amount of $63.0 million for fiscal year 1958 are re- 
quired for the vehicle rebuild program in the Far East area. Dur- 
ing 1956 an increasing number of inoperable general purpose vehicles 
were reported in countries in the Far East. In Cambodia, Korea, 
Laos, Taiwan, Thailand, Vietnam, and the Philippines, as high as 50 
percent of the vehicles were deadlined or required extensive main- 
tenance. These vehicles are of World War II type and many had 
been used by the United States forces during World War If and 
the Korean War. The average age of the vehicles is about 12 years, 
which exceeds by 50 percent the “average life of type” for military 
vehicles. Many have been rebuilt one or more times. Maintenance, 
overhaul, and replacement of worn-out vehicles is necessary to pro- 
long the usefulness of existing assets and the maintain stocks at the 
minimum number essential for operations. 

Generally speaking, deliveries through military assistance have 
provided the authorized number of vehicles for these countries. The 

roblem is not one of supplying additional vehicles for buildup of 
orces, but rather of replacing worn-out and damaged vehicles. 

The maintenance, overhaul, and rebuild problem demanded urgent 
action. Increased training, technical assistance, and supervision were 
needed. A major project had to be initiated to obtain fifth echelon 
(rebuild) repairs. This project required facilities available only in 
the United States or Japan and applied both to complete vehicles and 
to their major assemblies. 

The Department of the Army made an analysis of the problem and 
concluded that it could only be treated on a regional basis since much 
of the necessary rebuild requirements were beyond the capability of 
the individual countries concerned. A contract was signed with Japa- 
nese manufacturers for rebuilding both vehicles and major assemblies 
released for this purpose by recipient countries in the Far East area. 
In addition to initiating the rebuild program, a military assistance 
parts depot was established in Japan. Finally, the fiscal year 1957 
program included $44.1 million for procurement of new vehicles of 
Japanese types. The initial procurement of new vehicles was re- 
quired because of the large number of completely unusable vehicles 
in the inventories of the Far Eastern countries. This procurement 
rogram meets all of the normal standards for offshore procurement. 

e price to the United States is a very favorable one. A total of 
$61.6 million was provided for the rebuild program in fiscal year 1957. 
The fiscal year 1958 request is to finance 1958 requirements for the con- 
tinuation of the program. 

Mr. Passman. Thank you, Colonel. 


98522—57——_47 
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APPROPRIATIONS FOR NONREGIONAL Minirary PrRoGRAMS 


The nonregional programs request for fiscal 1958 is a total of $955,- 
299,000. 


Colonel Crrrz. That is correct. 


Mr. Passman. What was the total of the appropriation for the 1957 
fiscal year ? 


Colonel Crrrz. $642,992,000. 
Mr. Passman. How much was appropriated for fiscal 1956 ? 
Colonel Crrrz. The program, sir, was approved at $447,557 ,000. 


Mr. Passman. The request for 1958 is more than double the amount 
appropriated for fiscal 1956. 


Colonel Crrrz. That is correct, sir, and there are several reasons for 


it, of course. We have some new programs in here that did not exist 
at that time. 


OBLIGATIONS 


Mr. Passman. We shall insert. page 1 in the record at this point. 
(The information referred to follows:) 
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Mutua WEAPONS DEVELOPMENT PROGRAM 


OBLIGATIONS 


Mr. Passman. Colonel Critz, what is the total amount which has 
been ye since 1950 for the mutual weapons development pro- 
am 
Colonel Crrrz. Our obligations through fiscal 1956 were $79,138,- 
000, with anticipated obligations for 1957 of $40 million, making a 
total of $19,138,000. 
EXPENDITURES 


Mr. PassmAn. How much has been expended ? 

Colonel Critz. We anticipate that our expenditures as of June 30, 
would be $35,323,000. 

Mr. Passman. Out of a total of what amount ? 

Colonel Critz. Out of a total obligation of $119,138,000. 

Mr. Passman. What percentage of the total has been expended ? 

Colonel Crrrz. Slightly over one-third. 


NEW WEAPONS TO BE PROVIDED AS GRANT AID 


Mr. Passman. On page 20 of your justifications you state $338,300,- 
000 is requested for new weapons in 1958 to be provided as grant 
aid. 

Colonel Crrrz. That is correct, sir. 

Mr. PassmMan. Will you elaborate on this particular plan ? 

Colonel Crirz. Mr. Chairman, I would like to give you samples on 
a classified basis of what the equipment will include and countries to 
which we propose to provide this equipment, which is shown on pages 
21 and 22. 

Mr. Passman. Off the record briefly. 

(Discussion off the record.) 


TRAINING CENTER FOR EXPERIMENTAL AERODYNAMICS 


Mr. Passman. How much did we contribute toward the training 
center for experimental aerodynamics as described on page 12% 

Colonel Crirz. Mr. Chairman, I will have to check it and insert 
that information in the record. 

(The information requested is as follows :) 


The facilities in which the training center for experimental aerodynamics is 
being operated were established in Belgium without financial contribution by 
the United States. To the cost of operating the center for the first 2 years, 
the United States is contributing $409,300, which amount was obligated in fiscal 
year 1957. The Belgian contribution to the first 2 years of operation is 
$236,000. 

After the first 2 years, the budget will amount to $228,000 per year. Of this 
amount Belgium will put up $120,000 per year. It is expected that NATO (less 
Belgium) will put up the balance, or $108,000 per year. At that time the 
United States will make no direct contribution, but will bear its appropriate 
‘share through its participation in NATO cost-sharing arrangements. 
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New Weapons Program 


Mr. PassMan. On page 19 the request for new weapons is set forth 
as $296,462,000. Is the difference in the 2 figures due to the fact 
that the $296,462,000 is nonregional and the other figure includes 
specific country amounts? 

Colonel Crirz. That is correct. May I point this out off the record? 

Mr. Passman. Off the record. 

(Discussion off the record.) 


Miuirary ASsIsTANCE TRAINING PROGRAMS 


Mr. Passman. Page 41 of the justifications indicates a total re- 
quest of $9,020,000 for nonregional military assistance training pro- 


ams, 
P Tileoel Critz. $9,020,000 is correct. 

Mr. Passman. What is the amount of the request for training pro- 
grams, including individual country amounts? 

Colonel Crrrz. $73,984,000, sir. 

Mr. Passman. How many people from other countries will be 
brought to the United States for training during fiscal 1958? 

Colonel Crrrz. I have lost that figure for the moment, sir. May I 
supply it for the record ? 

r. PassMANn. Supply it for the record. Also provide the informa- 

tion as to how this compares with fiscal year 1957 and fiscal 1956. 

(The information referred to follows :) 


Military assistance training program } 


Far East and Pacific 
Latin America 


1 One course of instruction is equal to a single trainee in a particular service school. 
TRAINING PERSONNEL 


Mr. Passman. Colonel Critz, how many instructors will the 
United States send to other countries in 1958? You may insert that 
information in the record. And please prepare the table so as to 
include fiscal 1957 and fiscal 1956. 

Colonel Crirz. I have the total but I do not have it broken down. 

(The information referred to follows :) 


Training personnel 


United 
Military States civil 
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The above figures do not reflect mobile training teams, technical representa- 
tives nor United States personnel on temporary duty with MAAG’s. 


AIR FORCE TECHNICAL REPRESENTATIVES 


Mr. Passman. How does the request for $6,820,000 for Air Force 
technical ‘representatives, as set forth on page 41, er with the 
appropriations for fiscal year 1957 and fiscal year 1956 

Eolonel Critz. Approximately the same, Mr. Chairman. I will 
provide the breakdown for the record. 

(The information referred to follows:) 


Air force technical representatives 


Thousands 
Be Bo ith 8 bce bb dnc Stings ndbisnnseheede pe cemmeb $6, 925 
I teas aninineninsppapeitlabiaieisichdaeibineneenlll 6, 126 


Technical representatives are civilian contract specialists who provide instruc- 
tion on highly complicated and newly developed equipment. 


STATE MISSION TRAINING EXPENSES 


Mr. PassmMan. Do you have the data on the $2 million request for 
State mission training expenses ? 

Colonel Crirz. I will have to break it down. We have the total, 

(The information referred to follows :) 

State mission training expenses cover reimbursement to State for support 
provided by the overseas Embassy to training personnel of the country MAAG. 
State support includes such services as communications (decoding, receipt and 
transmission of messages) ; supplies and equipment (office supplies, material, 
printing and reproduction) ; and miscellaneous services (including the furnish- 
ing of interpreters). 

Mr. PassmAn. Kindly provide comparative data for fiscal 1957 and 
fiscal 1956? You may insert this information in the record. 

(The information referred to follows :) 


State mission training expenses 


Thousands 
Neen nee a lied ceeartn otetocirntercven neces $1, 088 
NE OR | Fake cabnsed ealevelinnecictsi-nnsieneln cite tetsh ditsictntsh Ginbiletitabucibe anita 1, 6382 
NE IN ached. St, ee eS te 2, 000 


OrrsHore ProcuREMENT ProGRAM 


EXPENDITURES 


} 


Mr. Passman. What was the total amount expended for offshore 
procurement in fiscal 1957 and what is the estimate for fiscal 1958? 
Colonel Crrtz. $356.0 million is our estimate for 1957. 
Mr. Passman. For fiscal 1958? You may insert the figure in the 
record also. 
(The information referred to follows:) 


The estimated expenditures for fiscal year 1958 are $220.8 million. 
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BUDGET ESTIMATE FOR FISCAL YEAR 1958 


Mr. Passman. Are new funds for offshore procurement being re- 
quested for fiscal 1958 ? 

Colonel Crrrz. Yes, sir. 

Mr. Passman. In what total amount? 

Colonel Crrrz. We anticipate it will be in the vicinity of $100 
million. 

Mr. PassMan. How does this compare with the total for fiscal 1957? 

Colonel Crrrz. Approximately the same. 

Mr. PassMAn. With fiscal 1956? 

Colonel Crrrz.. Fiscal 1956 was $62 million. 


PURPOSE OF FISCAL YEAR 1958 PROGRAM 


Mr. Passman. For what will the $100 million requested for fiscal 
1958 be used ¢ 

Colonel Crrrz. Primarily, sir, for procurement of equipment of 
non-United States design. 

Mr. Passman. Is this classified as to the countries from which the 
equipment will be procured ? 

Colonel Crrrz. No, sir, but more will be in Japan and the Far East 
countries than there has been in the past. 

Mr. Passman. What type of equipment. will this be? 

Colonel Crrrz. In Japan it will be primarily in the fields of vehicu- 
lar-type equipment, et cetera, of the nonheavy equipment type. 


MIILITARY ‘ASSISTANCE ADVISORY GROUPS 


Mr. Passman. How many MAAGS do we have? 

Colonel Crirz. We have 25 MAAGS and 11 missions performing 
MAAG functions. 

Mr. Passman. MAAG means military assistance advisory groups? 

Colonel Crirz. Yes. 

Mr. Passman. Is the information classified as to the number in 
each MAAG and the total number of personnel ? 

Colonel Crrrz. No, sir. 

Mr,.PassmMan. What is the number in each MAAG ? 

Mr. Suaw. It is attached to a statement I expect to make. 

Mr. Passman. Very well. Mr. Gary? 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Gary. You stated you are asking $100 million additional for 
offshore procurement for this year. ‘That means that you expect to 
use $100 million of the funds you have Sac heuthit in offshore 
procurement ? 

Colonel Crirz. That is right. 

Mr. Gary. You are not specifically requesting any money for off- 
shore procurement as such / 

Colonel Crrrz. No, sir. 

Mr. Gary. But you expect to use $100 million of the various funds 
contributed for offshore purchases? 

Colonel Crirz. That is correct. 
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OFFSHORE PROCUREMENT OF NAVAL VESSELS 


Mr. Gary. Are you building any ships now under the offshore 
procurement program ¢ 

Colonel Crirz. There may be, in the fiscal 1958 program, sir, 4 
ships that may be built overseas. In this particular mstance if that 
is Sone, it will be done on a matching basis where we buy one, the 
country will buy one. 

Tn other words, we get double the defense out of it. It is a nego- 
tiation which we are trying to close now in which the country buys 
one and we buy one. 

In other words, we get 8 ships for our procurement of 4. Those 
are the only ones. 

Mr. Gary. Where are those ships being built ? 

Colonel Crrrz. May I go off the record, sir ? 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. There was some offshore procurement shipbuilding 
going on in Holland when I was there about 5 years ago. 

Colonel Crrrz. Yes, sir. 

Mr. Gary. Do we have this program in Holland now ? 

Colonel Crrrz. Not new ones. They are closing out some contracts 
that were let over there a couple of years ago. 
Mr. Gary. They have not fully competed those contracts yet? 

Colonel Crrrz. No, sir; I can get an exact statement. 

Mr. Gary. What type of ships is Holland building? 

Colonel Crrrz. Mine sweepers. 

Mr. Gary. My recollection is they had two under construction 
when I was there, and then they had some contracts for some ad- 
ditional ones. Is that correct? 

Colonel Crirz. That is correct; about 2 years ago. We have no new 
ones at thistime. Off the record. 

(Discussion off the record.) 


STATUS OF EUROPEAN AMMUNITION PLANTS 


Mr. Gary. You stated that they are closing down some of the am- 
munition plants and that they will be kept in a state of preparedness 
so that they can be reactivated at any time. 

Colonel Crrrz. That is right, sir. 

Mr, Gary. My recollection is that the policy at one time was that. we 
would furnish from the United States the equipment for the armies, 
particularly in Europe, and that we would encourage them to erect 
plants to make spare parts and ammunition. 

Colonel Crrrz. That is correct, sir. 

Mr. Gary. Has there been a change in that policy ? 

Colonel Crrrz. No, sir; they are continuing. There are still many 
items they cannot make on their own. We are still assisting in 
those fields. 

For example, in that sales program that I mentioned for $175 
million we have agreements with 9 of the NATO countries that 
they will pick up their entire spare parts bill, the cost of the spare 
parts, but in a large number of instances they cannot manufacture 
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those spare parts in Europe, we must manufacture them here, and 
let them gradually build up the capability. It is going on now, but 
we still must manufacture a large part of their spare parts require- 
ments. 

Mr. Gary. After the war was over their plants had been de- 
stroyed and rather than have them rebuild the plants to manufacture 
the larger equipment, it was my understanding that we adopted the 
policy that we would furnish the larger equipment and that they 
would manufacture the smaller items such as spare parts and am- 
munition. 

Colonel Crirz. That is correct, sir. 

Mr. Gary. And that is still the policy to a large extent ? 

Colonel Crrrz. Except, sir, as I mentioned, in the two programs of 
facilities assistance and mutual weapons, they are now getting into 
the larger and heavier equipment. 

a, ary. They are building the plants to supply those for them- 
selves 

Colonel Crrrz, Yes, sir. We are not committed in any way to pur- 
chase from them any of this equipment which they will have the ca- 
pability to produce. 


STATE MISSION TRAINING EXPENSES 


Mr, Roonry. At page 41 of the justifications we find the amount 
of $2 million to be transferred to the Department of State for mis- 
sion training expenses. What are the details with regard to this? 
First, this is not a new item? 

Colonel Crrrz. No, sir; it has been in every year, sir. It is where 
the Department of State provides the cost of our training missions 
while they are in a particular country and we reimburse the Depart- 
ment of State. 

Mr. Rooney. This is not to train any State Department people? 

Colonel Crrrz. No. 

Mr. Rooney. This is backstopping for moneys laid out by State 
on behalf of the military ? 

Colonel Crrrz. That is correct. 

Mr. Roonry. That is all. 

Mr. Denton, Off the record. 

(Discussion off the record.) 

Mr. PassMan. Will the gentleman yield? 

Mr. Denton. Yes. 


Funps AvAImABLE To THE Miitrary AssisTaNce Procrim UNpDER 
Pusuic Law 480 


Mr. Passman. The committee appreciates your request for informa- 
tion as to the amount of money available under Public Law 480 to 
the military assistance program. On the chart submitted a balance 
available as of June 30, 1957, in the amount of $143,333,787 is indi- 
cated. 

Is this amount in addition to the regular military appropriation and 
the mutual assistance program ? 

Mr. Suaw. This is in addition to the military assistance appropria- 
tion ; yes, sir. 
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Mr. Gary. They are in local currencies. 

Mr. Suaw. They are in local currencies. As you will see by the foot- 
note No.1 on this chart, $37,930,000 has not yet been generated. We 
do not know when those moneys will be available. 

Mr. Passman. Did the gentleman request the data for the record? 

Mr. Denton. Yes. 

Mr. Passman. The information requested will be inserted in the 
record. 

(The document referred to follows :) 


Department of Defense military assistance program estimated local currency under 
Public Law 480 to be available in fiscal years 1957 and 1958 





Obligated Balance 


| Allocated _ | through Mar. available 
) 81, 1957 
a ia kN eat Ee? whic 
Korea__.__. J 1 rise | $48,930,000 | $11,000,000 | 1 $87, 930, 000 
PE ec canons... : : ; 57,659,999 | 9,922,878 | 247, 737,121 
Youpeslawiacs sweets iid. oe Sea wietzeis-ss--| 57, 666,666 |... | 57, 666, 666 
MemeN Hew oe EL wane ence eeces-es-eses--| 164, 256, 665 | 20,922,878 | 143, 333, 787 








1 $37,930,000 contingent upon generation of currency and apportionment by BOB. 
2 $43,206,218 contingent upon generation of currency and apportionment by BOB. 


Mr. Denton. Mr. Murphy, I understand there are other funds avail- 
able for the military which are not included in this chart, that they 
are available to any agency in the Government, and before they can 
spend funds from the Treasury they must first buy these counterpart 
or Public Law 480 funds from the Treasury. 

Mr. Morreuy. That is right. 

Mr. Denton. We do not know how much that is at this time ? 

Mr. Morpuy. No, sir. 

Mr. Denton. Several days ago we asked Mr. Hollister if he would 
put a table in the record showing as to the approximately $2 billion 
m Public Law 480 funds, what countries they were from. I under- 
stand that table is not available yet. 

Mr. Morruy. That is correct. 

Mr. Denton. When will that be available? 

Mr. Murreny. It is in the final stages of preparation. I estimate it 
will be available certainly before the committee meets on July 9. 

Mr. Denton. In addition, there are counterpart funds and there are 
funds that have been procured by the loaning of money overseas. We 
were supposed to get a table showing those funds. Is that table being 
made available? 

Mr. Mureny. The table on counterpart funds is being prepared. 
There are no local currencies yet paid to the United States under any 
of the loan agreements, Mr. Denton, because the loan agreements are 
of such recent date that the schedules of repayment have not reached 
the point where payments are due. 

Mr. Den'ron. When did you start making loans? 

Mr. Mourpuy. There is usually a 3-year grace period for payment of 
interest and 4 years for payment of principal. We started making 
loans repayable in local currency along about fiscal year 1955. ‘There 
may have been a few in fiscal 1954. 








Mr. Denton. In addition to this fund you have of $143 million plus, 
there are funds that are available to the International Cooperation 
Administration in addition to military ; is that not right? 

Mr. Moreny. That is right. 

Mr. Denon. We do not know how much that is at this time ? 

' ‘Mr. Murrny. No, sir. 

Mr. Suaw. You understand that any portion of that money that we 
use to buy with military assistance appropriations dollars. Conse- 
quently, that does not increase the availability. 

Mr. Taser. Is that correct all the way through ? 

Mr. Denton. That is only under this extra fund. 

Colonel Crrrz. Under the extra fund. 

Mr. Denton. Under the military fund this is in addition. 

Mr. Suaw. It is in addition to the appropriation, but there are 
other local currencies that are made available which we purchase and 
the dollars are returned to the Treasury of the United States. 

Mr. Tazer. Off the record. 

(Discussion off the record. ) 

Mr. Denton. Do you know how much money is going to be in this 
fund next year? Do you have figures or an estimate on that? 

Mr. Suaw. I do not know, sir. 


USE OF PUBLIC LAW 480 FUNDS FOR OFFSHORE PROCUREMENT 


Mr. Denton. You show here you are going to make $110 million 
worth of offshore purchases. Are you using any of these Public Law 
480 or counterpart funds or money received from loans for that 


go tage * 
r. SHaw. Yes, sir. There is one instance I think where that will 
be done but in the majority of cases when the United States negotiates 
a sale of Public Law 480 surplus commodities, there is specified in 
that negotiation at the time how the local currency will be used. 

Mr. Denton. That is what I am trying to get at. 

Mr. Suaw. Let us use these three countries as an example. In 
Pakistan the understanding was that the local currency would be 
used in conjunction with appropriated dollars in the military assist- 
ance appropriation for the construction of needed cantonments in 
Pakistan. 

In the case of Yugoslavia, that money was assigned to construction 
of the military roads. This was all done at the time the sales agree- 
ment was negotiated by the United States with Yugoslavia some time 
ago. 

aie Denton. Out of this $2 billion there is only $143 million avail- 
able to military assistance overseas ? 

Mr. Suaw. That is correct, sir, or are to become available. 

Mr. Denton. What is the rest of that money used for? 


PUBLIC LAW 480 FUNDS AVAILABLE FOR ECONOMIC DEVELOPMENT PURPOSES 


Mr. Murreuy. These figures are as of March 31, Mr. Denton. $1,129 
million, almost $1,130 million, is for loans under section 104 (g) of 
the Agricultural Trade and Development Act, Public Law 480. Thane 
are loans for economic development of the countries concerned. 
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Mr. Denton. That is this program we are to have tomorrow where 
we are to make $500 million available this year and $750 million next 
year and $750 million the year after, all without an appropriation 
from Congress. That is what this is used for? 

Mr. Morpuy. No, sir, these are for local currency costs of develop- 
ment programs in a whole host of countries, in many of which we 
have no mutual security programs at all or maybe only a small tech- 
nical cooperation program of a million dollars or so. 

Mr. Denton. What do you mean by development, building dams 
or schoolhouses ? 

Mr. Moureuy. It could be. It could be any of a host of things run- 
ning from roads, railroads, bridges, hydroelectric or thermal power 
units, schools, factories. 

Mr. Denton. Now a billion dollars is for that purpose. 

Mr. Mourruy. For loans, sir. 

Mr. Denton. Now you have $1 billion. 

Mr. Mourpuy. That is $1,130 million. 

Mr. Denton. You have a billion plus for that. You ask us to give 
you a half billion this year, which will have an appropriation by Con- 
gress. Then you want another $750 million next year without any 
congressional appropriation and another $750 million the followin 
year without any congressional approval, in addition to the billion 
you have; is that right ? 

Mr. Moreuy. That billion you mentioned is a half billion dollars 
for fiscal 1958. 

Also, it depends on the definition as to what constitutes congres- 
sional approval, Mr. Denton. 

Mr. Denton. Let’s skip that phase of it, but is that billion in 480 
fund in addition to that $2 billion you are now asking authority to 
loan ? 

Mr. Morpny. Yes, sir; and of course it is for foreign-exchange pur- 
poses, whereas this $1,130 million is all in foreign currency. 

Mr. Denton. Here is where we get on that. We are spending $3 
billion to build dams, roads, railroads, schoolhouses, hydroelectric and 
thermal power plants, et cetera in foreign countries. 

Mr. Morrny. Yes. 

Mr. Denton. All done without prior approval by Gongress. 

Mr. Morpny. I do not agree with that. Public Law 480 was en- 
acted by the Congress; section 104 (g) was in there. It said that the 
proceeds of the sale of these agricultural surpluses should be used for 
loans for economic development. 

Mr. Denton. What am I going to tell the people in my part of the 
country when I say that some agency can build a $1,200 million dam 
on the Nile without any congression approval and for us to have a 
$10,000 flood improvement on a river we have to have an act of 
Congress? What can I tell them? 

r. Morpuy. I am not competent to answer that, sir. 

Mr. Denton. I do not believe anybody is. Let me go ahead with 

this. 


PUBLIC LAW 480 FUNDS AVAILABLE FOR MILITARY ASSISTANCE PROGRAM 


On the statement the colonel made he has offshore-purchase ex- 
pense, aircraft modification, and aircraft support equipment and 
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special projects. Are these Public Law 480 funds or counterpart funds 
being used for that purpose ? 

Colonel Crrrz. When we can use them, they are, sir, but in those 
cases, as pointed out by Mr. Shaw, we reimburse the Treasury for the 
local currency we take. 

Mr. Denton. We are going to make a large sum of money available 
to Japan. I read the other day it was several hundred million, all told 
about a half billion. I notice Japan is doing most of this work that 
you refer to. 

Colonel Crirz. Yes, sir. 

Mr. Denton. Can you not use that money that we are making avail- 
able to them for that purpose ? 

Colonel Crrrz. We are, Mr. Denton. I might point out, sir, of those 
contracts I read in this particular program for fiscal year 1957, 3314 

recent of local currency was used, and we purchased it from the 

reasury. 

Mr. Denton. Can you not use this money without purchasing from 
the Treasury under 480 or as counterpart funds? 

Colonel Crrrz. No, sir; when we take those currencies that are gen- 
erated over and above these amounts shown here, sir, we must reim- 
burse the Treasury. 

ae Denton. This money in Japan is used for economic develop- 
ment ¢ 

Colonel Crrrz. Not ours; no, sir. Ours is direct contracts for mili- 
tary supplies. 

Mr. Denton. Of that $2 billion, $1 billion is used for economic 
development in foreign countries, $143 million is going to be used for 
offshore purchases under mutual security. What is the other $800 
million plus to be used for ? 

Mr. Mourpny. There is $30 million, approximately, to be used for 
triangular trade development, increase in multilateral trade, whereby 
the proceeds of sales in one country are used for the purpose of exports 
to a third country. 

There is $61.5 million which is for grants for economic development 
as distinguished from the loans, the $1,130 million that I mentioned 
first. In other words, section 104 (e) of the act authorizes proceeds 
of the act for grants. 

Mr. Denton. We have $3,060 million for development in foreign: 
countries under the act. 

Mr. Morpny. I do not follow your arithmetic. 

Mr. Denon. You had a billion dollars under 480. Under this 
particular act you are asking for $500 million, and two sums of $750 
million each. You add $500 million and two of $750 million, which 
makes $2 billion, another $1 million makes $3 billion. Then you have 
$60 million to use for grants for economic development. 

Mr. Murpny. There is double counting there, Mr. Denton. You 
are counting the new $1 billion extension of Public Law 480 that 
was handled by the Congress. 

Mr. Denton. It is not handled by the Congress yet. 

Mr. MurpHy. It is in the process. Some part of that will be used 
under 104 (g), loans for development. 





PURPOSE OF THE DEVELOPMENT LOAN FUND AND PUBLIC LAW 480 FUNDS 


Mr. Denton. How much of that can be used to reduce that $500 
million ? 

Mr. Mourrny. The development loan fund? 

Mr. Denon. Yes. 

Mr. Murpuy. Nothing, sir; because the development loan fund is 
intended to meet foreign-exchange requirements. You cannot meet 
foreign-exchange requirements in Brazil with cruzeiros, 

Mr. Denton. Is this whole thing just a foreign-exchange program ? 

Mr. Murrny. The development loan fund is intended principally 
to meet foreign-exchange costs of economic development. 

Mr. Denton. It is not to defend America or make America strong 
or it is not for charity. It is not to help the underdeveloped people 
we have heard so much about. It is a foreign exchange; is that 
correct 4 

Mr. Murpny. No, sir. It is a combination of a number of things. 
It isto help make America more secure. 

Mr. Denton. If it is not foreign exchange, we could use that $1 
billion for economic development. 

Mr. Mourrny. We will use it anyway. Local currency will be used 
to supplement foreign exchange. 

Mr. Denton. You are going to use the $1 billion under 480 in 
addition to the $2 billion for economic-development loans provided 
for in this act ? 

Mr. Mourrny. Some indeterminate part will be used, certainly. 

Mr. Denron. How much ? 

Mr. Mureny. Nobody knows until we sit down and negotiate the 
sales agreement. 

Mr. Denton. Do you not think it would be a good idea to tell 
Congress what you are going to do with the money available under 
Public Law 480 for loans for economic development before you ask 
Congress for additional funds for this purpose? Should this agency 
be treated any differently than any other ? 

Mr. Mureuy. Remember this Public Law 480 is not the mutual 
security program. It is a program primarily for the disposal of 
agricultural products that are surplus in the United States. The 
thing that is absolutely basic to the success of that program which 
you never can let out of your mind is the fact that if you want to 
dispose of these surpluses to these countries, they are going to insist 
on the agreements at the time they buy them as to what will happen 
to the proceeds of the sale. 

Mr. Denton. If they agree that $1 billion is to be used for economic 
development, can we use that to reduce this $2 billion that is being 
required in the act for that purpose ? 

Mr. Mourpny. No, sir, because the money that is being requested in 
the Mutual Security Act for a dollar appropriation on the one hand, 
and borrowing authority on the other, is to meet foreign exchange 
requirements of economic development in these other countries, and 
you cannot meet foreign exchange requirements with local currency. 
Mr. Denton. It is the foreign exchange problem that is the big 
item in this mutual security ? 

Mr. Murpny. Yes, sir; definitely it is. 





Mr. Denton. It is the biggest item. 

Mr. Murruy. They would complement each other. We would ex- 
pect that the dollars available on the one hand would be used to sup- 
plement the local currencies available on the other, all on a loan basis 
to complete worthwhile projects in economic development. 

Mr. Denton. The loan is a bigger thing than defense or the good 
will and the good hinge we are doing along the lines of charity ? 

Mr. Moureuy. We do not like to call it good things or charitable 
things. Everything in here is supposed to be for the eventual security 
of the United States. 

Mr. Denton. You think that building a hydroelectric powerplant 
on the Ganges especially helps the security of the United States ? 

Mr. Morruy. To the extent that it raises the standard of living in 
India, to the extent that it makes the population of India less at- 
tracted toward communism and toward the Red bloc, then to that 
extent it is contributing to the security of the United States. A free 
India is pretty important to the United States. 

That is exactly how it is designed, for that purpose, for these peo- 
ple to get on their own feet and be self-respecting and have a decent 
standard of living. 

Mr. Denton. The trouble is it is such a long-range project. 

Mr. Morreuy. It is very long range. It is not going to be accom- 
plished tomorrow or next week. 


OTHER USES OF PUBLIC LAW 480 FUNDS 


Mr. Denton. To go ahead with this other money, the $2 billion, tell 
me about the rest of that. 

Mr. Mourreuy. $4863, million is reserved for other purposes, which 
is not identified in my chart as anything but that, because it has 
nothing to do whatsoever with ICA or defense. That includes a whole 
host of things spelled out in the act. 

One is procurement of strategic materials from the United States. 
Another is local currency cost under the Fulbright program, the 
technical exchange program, and there is a whole host of purposes 
spelled out in the act. The sections of the act run from (a) through 
(h). The mutual security program only has a relation to only four 
of those sections. The other 8 or 9 sections are related to programs 
carried on by the other agencies of the United States Government, 
about which I have no detailed knowledge, but included in that, and 
this is very important, is a segment of every program, usually not less 
than 10 percent of the total sales program which is earmarked specif- 
ically for United States uses. That is, it can be used by the State 
Department; they can buy these local currencies from the Treasury 
to pay their expenses of local employees, to pay their utilities, and 
other expenses in the foreign countries, 

All of these add up in dollar reimbursement to the United States 
Treasury by the agency which uses them. There is a minimum of 10 

recent that is earmarked in all these agreements to meet United 

tates uses. 

Mr. Denton, That takes care of that? 

Mr. Mourpny. That is the works. 
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CouNTERPART FuNDs 


Mr. Denton. When you make the table available, you will show 
what counterpart funds are available and what they can be used for, 
too? 

Mr. Murpeny. That will bea separate table. There is one important 
thing about counterpart I would like to get across. Counterpart, un- 
like Public Law 480 local currencies, is owned by other countries. It 
is in their bank account in their name, and all the United States does 
is exercise a veto power on the way in which it is used. The United 
States cannot unilaterally move in and take counterpart and spend it. 

Mr. Denton. Of course, if they have counterpart funds available 
they may use them for that. 

Mr. Murpny. Yes, sir. There again I can assure you on a general 
basis they are taken into consideration in developing these programs. 

Mr. Denton. That is all. 


CONTROL OF COUNTERPART FUNDS 


Mr. Passman. You mentioned that we had no control over counter- 
part funds. Under the law we do control 10 percent of the counter- 
part funds generated, do we not? 

Mr. Mourrny. You are absolutely right, Mr. Chairman. I meant 
the portion owned by the other country, which is the 90 percent por- 
tion, isin their name. We have a veto power over its use. We cannot 
unilaterally decide how it is used. The 10 percent to which you refer 
comes under the control of the United States Treasury and when it 
is used it is usually bought by the agency involved. 

Mr. Passman. We do have control over 10 percent of the total 
amount of the counterpart funds? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Mr. Alexander? 


FACILITIES ASSISTANCE PROGRAM 


Mr. Atexanpver. Colonel, on the facilities assistance program, I 
notice under “Objectives,” one of them is to establish district support 
facilities on an active and standby basis near the area of potential 
combat. 

Then later on I notice that we established European bases for am- 
munition, particularly to supply the demands for Indochina and 
Korea. 

Do we have any of these facilities in the Far East? 

Colonel Crrrz. So far, Mr. Alexander, we have not established any 
through this particular program. We are negotiating with them now 
to put in some small projects, yes, sir, but the peak of the program in 
ammunition was in Europe at the time we were using all of our pro- 
duction capacity for the ammunition requirements in Korea and 
Indochina. It has tapered off, as I stated, considerably, to where 
there is no ammunition left in this program. It is just the newer type 
equipment. 

Mr. Atexanpver. How many facilities do you expect to establish in 
the Far East or in that whole area? 

Colonel Crirz. Very limited, sir. 
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MILITARY CREDIT SALES 


Mr. Auexanper. As I understand it, you are asking for $175 million 
on a new program for military sales on a cash and credit basis, mostly 
for credit. 

Colonel Crrrz. Yes, sir. 

Mr. Atexanper. As I understand it, countries that purchase this 
equipment are supposed to get it on the basis of a hard loan, 

Colonel Crirz. Yes, sir. 

Mr. Atexanver. Why could they not borrow this from the Export- 
Import Bank? 

Colonel Crirz. I am not an expert on this, sir, and I call for some 
help, but generally speaking the Export-Import Bank does not make 
loans for military sales. In other words, it is nonrevenue producing 
equipment. 

Mr. Atexanpver. Actually, in this request for the authority on this 
$175 million fund, which you speak about, the Congress has not given 
any specific place or items or data, other than to give you the authority 
to handle it, and to have it paid back in local currencies or dollars, as 
you see fit; is that correct? 

Colonel Crirz. That is correct, Mr. Alexander. However, I am 
prepared to give you on a classified basis the requests for loans that 
we have on hand already, the requests for sales, I should say, and 
how much they amount to, if I may go off the record. 

Mr, Avexanver. That does not mean, though, that you would let 
the loans that have been heretofore requested ¢ 

Colonel Crirz. These we are considering right now for fiscal year 
1958. sales. 

Mr. Atexanper. If this were passed, it would not mean at all you 
would make those loans? 

Colonel Crirz. Yes, sir. 

Mr. ALexanper. In other words, you would not be tied down by the 
requests that you had heretofore? 

Yolonel Crrrz. No, sir, but these form the basis for the amount 
of money which we are asking for our revolving fund. 

Mr. Auexanper. Are these the only requests that you feel have 
been. made on a sound basis? 

Colonel Crirz. No, sir. We anticipate that others will come in, and 
we have allowed ourselves a little leeway in that respect, for taking, 
say, just a part of one of these as they come in, and maybe loan part of 
it, or sell part of it to another country. 

May I give you an example? 

Mr. Avexanper. Yes. This will be a revolving fund, which does 
not come back to the Treasury ? 

Colonel Crirz. Until we close out the fund and then the full amount 
will be returned to the Treasury. 

Mr. Atexanpver. Not under this legislation. 

Colonel Crrrz. Yes, sir. Suppose, Mr. Alexander, that after 3 
years of operating this, we decided we did not want to sell any more 
on this basis. The entire amount would return to the Treasury. 

Mr. Avexanper. It would not be up to the Congress. It would 
be up to decisions of the Secretary of Defense ? 
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Colonel Crrrz. Well, sir, it is up to the Secretary of State, working 
with all the executive agencies, but Congress could revoke this -par- 
ticular part of the law, sir, and that would revoke it, because it will 
be a part of the Mutual Security Act, authorizing us to do this. 

Mr. Avexanper. All right. 

Colonel Crrrz. Off the record. 

(Discussion off the record.) 

Mr. Avexanper. Actually, you could use any of the development 
loan fund which has been requested for these loans, too, if you wanted 
to? 

Colonel Crrrz. I do not believe so, Mr. Alexander, because we only 
want hard loans, preferably in dollars, so that we can reuse the 
money. We are not going to let credit sales for more than 3 years. 

Mr. Atexanver. In other words, you do not mean to imply that 
this development loan fund would not be used for good loans? 

Colonel Cees: No, sir. 

Mr. Atexanper. Is that limited only to economic development ? 

Colonel Crrrz. Primarily, yes, sir, and longer term than our 3 
years, which we plan for in this transaction. 

Mr. Atexanper. That is all. 

Mr. Passman. Mr. Natcher? 


NUMBER OF COUNTIES TO RECEIVE MILITARY ASSISTANCE 


Mr. Narcuer. Colonel, how many countries in the world will re- 
ceive military assistance if the budget request for 1958 is approved ? 

Colonel Crirz. At the present time we provide assistance to 36 
countries, sir, but for fiscal year 1958 we are not asking for grants for 
all of those countries, but we will sell to all of them, to all 36. 


FACILITIES ASSISTANCE PROGRAM 


Mr. Nartcuer. Turning to the facilities assistance program, on page 
5, can you tell me what your unexpended balance will be as of June 30? 


UNEXPENDED FUNDS 


Colonel Crirz. We anticipate that our unliquidated obligations as 
of the 30th of June would be $66,270,000, sir. 

Mr. Natcuer. $66 million? 

Mr. Taser. That is not an answer to the question. That is only 
part of it. You asked for the unexpended balance. 

Mr. Natcnuer. I want the unexpended balance, total, as of June 30. 

Colonel Crrrz. $66,270,000, sir. 

(Discussion off the record.) 

Mr. Narcuer. The figure you have just given is unliquidated. 

Mr. Taper. Unliquidated contracts is what he gave you. 

Mr. Natcuer. Yes, sir. 

Mr. Taser. The unobligated is in addition to that. 

Colonel Crirz. I believe, sir, that the discussion we had previously 
was when I was talking about mutual weapons development program, 
where there was a difference. I explained the difference was between 
actual figures here and June 30, anticipated figures here. That is the 
difference. I had actual figures as of 90 days ago, because they were 
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actual. Our next report is as of yesterday, June 30, and that is in the 
process of being, of course, reported in to us, but the last actual figure 
which we received was as of 90 days ago. 

Mr. Natcuer. So, Colonel, your unexpended balance as of June 30 
is $66,270,000 ? 

Colonel Crrrz. That is correct. 

i Natcner. How much did you expend in fiscal year 1956 and 
195 

Colonel Crrrz. Our anticipated expenditures in 1957 is about $18 
million, sir. Cumulative through 1956, sir, was $1,674,000. 


UNOBLIGATED FUNDS 


Mr. Natcner. How much do you have unobligated now on June 30? 

Colonel Crrrz. Sir, our unobligated balances are included in our one 
lump sum of $500 million, which we have reported to the Congress on a 
worldwide basis. 

Mr. Natcnuer. So you are unable to break that down and give me the 
exact figure as to the facilities assistance program ? 

Colonel Crirz. As to facilities assistance, yes. Our total obligations, 
sir, anticipated in fiscal year 1957, are those shown on the table there 
on page 5, sir, of $11 million. 

Mr. Natcuer. Colonel, why will you not have enough on hand now 
and in the future to cover your requirements for fiscal year 1958? 

Colonel Crrrz. At the present rate of expenditure, sir? 

Mr. Natcuer. Yes, sir. 

Colonel Crirz. Well, sir, we cannot contract for new projects unless 
we have money in hand. 

NEW WEAPONS 


Mr. Narcuer. Under “New weapons,” on page 19, I would like to 
direct this question to you: What unobligated balance do you have as 
of June 30? 


UNOBLIGATED FUNDS 


Colonel Crirz. It will be within the $500 million, sir, on a world- 
wide basis that we have already reported. 


EXPENDITURES 


Mr. Natcurr. How much have you expended to date ? 

Colonel Crirrz. None, sir. It is by country, sir. As we firm up these 
new weapons program, we shift it out of this program to a country 
program, and it is reported by country. 

Mr. Natcuer. So as far as new weapons, none has been expended 
at all under this program ? 

Colonel Crrrz. That, is right, sir. 

Mr. Narcuer. What evidence, if any, Colonel, do you have at the 
present time that other nations will assume a greater share of the 
cost as far as new weapons in the future is concerned? What evidence 
do you have that that condition is going to take place or that situation 
will take place ? 

Colonel Crirz. Mr. Natcher, we have two indications. One is, if 
you look at the table on page 21-22, sir, the upper right-hand portion 
is the amount we anticipated we will sell in fiscal year 1958, which is 
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$151,436,000. In addition, sir, we have informed these countries that 
we will assist them in building up their new weapons capability, only 
if they take on more and more burden of the conventional weapons. 
They are assuming that burden, Mr. Natcher, and particularly if we 
get this revolving sales fund, so that they can buy their spare parts 
and things that I have previously covered, I believe they will take 
on more and more. 

Mr. Natcuer. In your opinion, Colonel, during the fiscal year 1958, 
they will take on more and more of the cost ? 

Colonel Crirz. Yes, sir. 

Mr. Natcuer. Thank you, Mr, Chairman. 

Mr. Passman. Thank you, Mr. Natcher. 

I believe Mr. Natcher’s first question was as to the nations receiv- 
ing aid under the program. You gave the number as 

Colonel Crrrz. Thirty-six, Mr. Chairman. 

Mr. Passman. This total did not include some nations receiving 
economic aid and other nations receiving technical assistance ? 

Colonel Crrrz. That was military assistance only. 

Mr. Passman. The military assistance phase is only one of the aid 
programs ¢ 

Colonel Crrrz. Yes, sir. 

Mr. Passman. Mr. Taber ? 





MILITARY ASSISTANCE ADMINISTRATIVE EXPENSE 


Mr. Taser. I wish you would turn to page 5 which indicates that 
you had obligations of $11 million in 1957, and you had administra- 
tive expenses $18 million. It looks like a pretty large sum. 

I do not know whether there is something funny about those figures 
or whether that is the story. 

Colonel Crrrz. Mr. Taber, in the second line, “Expenditures,” the 
$18 million is the total expenditure during fiscal year 1957, against 
prior year and current programs. In other words, the $18 million 
is not administration, sir. That is total expenditures against the 
program during fiscal year 1957 of the facilities assistance program. 

Mr. Taser. That is the way it works? You do not add the $11 
million and the $18 million together ? 

Colonel Crrrz. No, sir. The top line, 11, is the obligation during 
the year. 


Mr. Taser. Thank you. 


UNLIQUIDATED OBLIGATIONS 


You have a program of $20 million in 1958 and you have unliqui- 
dated obligations of $66,270,000. 

Colonel Crirz. That is correct, sir. 

Mr. Taser. And your new obligations this year were only $11 
million ? 

Colonel Crrrz. That is correct, sir. 

Mr. Taser. That means that the maturities of these obligations must 
be 6 or 8 years ahead of us; is that correct ? 

Colonel Crirz. No, sir. We believe that they will step up, Mr. 
Taber. This program was only started in—I believe the first pro- 
gram was 1954, sir. I will correct the record if I am wrong, but we 
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do not expend, sir, until the countries come up with a project. In 
other words, these are 2-year minimum programs before they are 
finished and something comes out and we make an expenditure, so 
that our expenditures lag behind our program. 

_ Mr. Taser. How long do they lag? You have $66 million in ob- 
ligations outstanding, and you only had new obligations of $11 mil- 
hon. That, on the same basis, would mean a 6-year program. 

Colonel Crrrz. Our expenditures last year, sir, were $18 million. 
That would give you a little less than 4 years, Mr. Taber, on that basis, 
but we believe the expenditures will increase. 


INCREASES IN NONREGIONAL PROGRAMS 


: 7 ean Your program, on page 1, lists a request for $955 million 
or ‘ 

Colonel Crirz. That is right, sir. 

Mr. Taser. You had $642 million allocated to you in 1957. 

Colonel Crrrz. Yes, sir. 

Mr. Taper. And you actually obligated $545 million; is that right? 

Colonel Crrrz. $544,777,000 ; yes, sir. 

Mr. Taser. This $955 million indicates an increase in activities of 
$410 million, does it not? 

Colonel Crrrz. That is right, sir. 

Mr. Taser. Why is that? 

Colonel Critz. There is an increase, Mr. Taber, in several of the 
programs and there are others which were not in last year’s program. 

@ major increases are in the infrastructure program, which we 

have not discussed yet, and new weapons, and our loan or sales pro- 
gram is entirely new, sir, the $175 million. 

We have not had that before as a program, although we did obligate 
about $10 million of our funds in fiscal year 1957 for that purpose. 

eae. 'Woecumwenrs. And in your miscellaneous, non-regional pro- 

am ? 

Colonel Crirz. Yes, sir, for a total increase of $31 million. 

Mr. Taser. The infrastructure program is something that we have 
not gone over yet ? 

Colonel Crrrz. Yes, sir. Mr. Shaw is going to discuss that. It is 
the fifth item, sir; it is $109,400,000. 

Mr. Taser. I will not go into that, then. 

You have $175 million; there is $105 million for infrastructure and 
there is $175 million for that loan account. 

Colonel Crrrz. The sales program; yes, sir. 

Mr. Taser. That is in the neighborhood of $285 million. 

Colonel Crrrz. $200 million will be the increase ; yes, sir. 


OBLIGATIONS OF LOCAL CURRENCY 


Mr. Taser. You had $20,922,878 in obligations of local cat in 
Korea and Pakistan through March 31, 1957, out of those Public Law 
480 funds; is that correct ? 

Colonel Crrrz. Thatis correct, sir. 

Mr. Taper. That was for military procurement ? 

Colonel Crrrz. No, sir. That was for military projects in Korea and 
Pakistan. 
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Mr. Taser. It was for facilities? 

Colonel Orrrz. Yes, sir; it was for facilities. 

Mr. Taser. For the use of those countries ¢ 

Colonel Crrrz. Yes, sir. 

Mr. Taser. And the $11 million and the $9,922,000 were turned over 
to you, in addition to your regular appropriation ? 

olonel Crrrz. That is correct, sir. 

Mr. Taper. You still have available quite a considerable amount in 
both of those places ? 

Colonel Crrrz. They are not entirely available yet, Mr. Tabor. If 
you will notice, the footnotes say they have not been generated entirely 
yet by the surplus agricultural commodities. 

Mr. Taser. I see. Out of that $2 million of local currencies, the only 
thing that has. been made available to you are these items in these 
three countries ? 

Colonel Crirz. Yes, sir. Any others that we use we purchase from 
the Treasury. 

Mr. Taser. You purchase the counterpart funds? 

Colonel Critz. Yes, sir. 

Mr. Gary. With funds that we appropriate? 

Colonel Crrrz. Yes, sir. 

Mr. Taser. That is all I have. 

Mr. Passman. Mr. Wigglesworth? 


INCREASE IN NONREGIONAL PROGRAMS 


Mr. WieeLeswortu. On page 1 you have listed a dozen so-called 
nonregional programs, and you have discussed about a half-dozen 


of them with us this afternoon. 

Colonel Crirz. Yes, sir. 

Mr. Wiceteswortu. Am I correct that each of these programs on 
that page are over and above the programs that we have discussed 
heretofore in this hearing, referring to the various regions ? 

Colonel Crirz. Yes, sir. 

Mr. Wiceteswortn. There is no duplication of money at all ? 

Colonel Crrrz. That is right. We have mentioned all of these 
projects in our discussions, but these are over and above. 

Mr. Wiceteswortu. As Mr. Taber has pointed out, the apparent 
overall increase, as I understand it, is explained in four items. There 
is an increase of about $22 million in respect to infrastructure, which 
we go over tomorrow, I assume. 

Colonel Crrrz. No, sir; this afternoon. 

Mr. WicetxswortH. There is an increase of $165 million in your 
sales revolving fund that you are asking for. 

Colonel Crrrz. Yes, sir. 

Mr. Wiceteswortnu. There is an increase of $94 million in the new 
weapons program, and $30 million in the miscellaneous nonregional 


program. 
Colonel Crrrz. Yes, sir. 


NEW WEAPONS PROGRAM 


Mr. WiecteswortH. Why are you asking so much more for the new 
weapons program? I see you have a breakdown on pages 21 and 22, 
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but itis not clear to me. What is the explanation of that $94 million 
increase.in respect to new weapons / 

Colonel Critz. Mr. Wigglesworth, it is primarily this: That part 
of the fiscal year 1957, as we reported to this committee last year, we 
took the first increment of the 1957 program and paid for it with 
fiscal year 1956 funds, and if you put the two together, that is, the 
1956, and the 1957 funds that we put into new weapons, the fiscal year 
1958 program is actually less than 1956 and 1957 combined. Ifyou 
look at that same table, sir, up at the left corner, 1956-57, it is $409 
million, sir. 

Mr. Wiacteswortu. $409 million is the—— 

Colonel Crirz. New weapons for the 2 years. 

oo WiceieswortH. For 2 years, fiscal year 1956 and fiscal year 
1957 ? 

Colonel Crirz. Yes, sir. We paid for part of that with fiscal year 
1956 funds. So the programs combined for fiscal 1956 and 1957 is 
actually more than what we are requesting for fiscal year 1958. 

Mr. Wicetesworrn. It does not show up that way in this table. 

Colonel Crirz. No, sir, because the table actually only covers 1957, 
sir. Look at page 1. 

Mr. Wiceteswortu. If you cut that 1956-57 figure in half, it gives 
you about $205 million on the average in each year; is that right? 

Colonel Crrrz. Yes, sir. 

Mr. WiceLeswortH. You are requesting $338 million. 

Colonel Crirz. The point I am trying to make, Mr. Wigglesworth, is 
that we finally got the release of these classified materials and equip- 
ment a year ago this spring and we immediately started financing it 
with fiscal year 1956 funds, at that time. In other words, the first new 
weapons program is the one we presented to you last year, and al- 
though it was funded in two parts, by 1956 and 1957 funds, it covered 
all of those weapons in that left column on page 21 and 22 which was 
intended to be the 1957 program only. 

Mr. Wiceteswortu. I do not see any reflection of that on the chart 
on page 1. 

Jolonel Crirz. No, sir. I agree. It is the combination of fiscal 
1956 and 1957. 

Mr. WiccteswortH. Can you give a better explanation of why you 
want the increase in the miscellaneous nonregional programs? ‘There 
is a step-up there of about $30 million. 

Colonel Crirz. Yes, sir. In each of those instances, sir, the projects 
are the same type as the new weapons; that we have not arrived at the 
agreements with the countries concerned for these particular items, so 
we are carrying them in the nonregional until the countries accept 
them, and then they will be pulled out of this nonregional category and 
put in the country programs. 

Mr. WiacrreswortH. But you have $30 million more that you are 
asking for in 1958 than in 1957. 

Colonel Crrrz. That is correct. 

Mr. WiccieswortH. That is what I am directing my inquiry to. 

Colonel Crrrz. In the previous year programs we have already re- 
flected some of those now in the country programs. In other words, 
the two primary ones. 
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Mr. Wicereswortn. That does not explain the increase to me. 
Maybe you can do better when you revise your remarks. What I am 
trying to get is some specific information justifying the increases in 
each of these two programs, 1958, compared with 1957. 

Colonel Crrrz. Yes, sir. 

(The information requested is as follows :) 


The increase in new weapons from $202,731,000 in 1957 to $296,462,000 in 1958 
is attributable to the increased number of improved and advanced weapons in- 
cluded in the fiscal year 1958 program. The United States and its allies have 
long recognized that it would be impossible for the free nations to maintain 
military forces comparable to those of the Communists. Thus, in order to com- 
pensate for this numerical disadvantage, the United States initiated a program 
of providing its newest types of weapons to those allies having the ability 
effectively to utilize the equipment. The 1958 program includes more guided 
missiles, rockets, advanced types of fighter aircraft and other special weapons 
than did this program for 1957. This increased number of new weapons is con- 
sistent with the country’s ability to utilize and the production capability of the 
United States. The proposed recipients for these weapons are listed on pages 21 
and 22 of the presentation book for the nonregional programs. 

The other increase in the nonregional programs is an approximate $30 million 
increase in miscellaneous worldwide programs. These miscellaneous programs 
include vehicle rebuild, offshore procurement expenses, aircraft modification, air 
force support equipment and certain classified special projects. Although there 
are some minor changes, both increase and decrease, in some of these programs, 
the entire increase is accounted for in the Air Force support equipment program. 
This is a new program for fiscal year 1958 which has been caused by a redistribu- 
tion of the various types of aircraft in the military assistance program. This 
redistribution has resulted in the introduction or substitution of different types 
of planes in several countries. The support equipment in this program includes 
shop and utilities equipment, organization base and maintenance equipment and 
related aircraft equipment. When the redistribution of aircraft has been com- 
pleted, this Air Force support equipment will be added to individual country 
programs. 


Mr. Wiccteswortu. Are these figures on chart 1 correct ? 
Colonel Crrrz. Yes, sir. 


MUTUAL WEAPONS DEVELOPMENT PROGRAM 


Mr. Wiecieswortn. I ask because I notice on page 7 of your state- 
ment as to the mutual weapons development program a statement 
appears that: 

The program now under final consideration will involve a United States con- 
tribution of approximately $65 million of itself. 

I drew the conclusion from the chart that it was $40 million. _ 

Colonel Crrrz. My statement is slightly misleading there, sir. If 
you will look at the table on page 11 you will see that we have under 
consideration a little less than $65 million—$63,363,000 worth of pro}- 
ects which would be our contribution, if we accepted them all, but 
we do not believe we will accept them al] and that is why we believe 
our actual obligations during the year will be $40 million. 

Mr. WiceieswortH. On page 3 of your statement in reference to the 
new weapons, you say: 

The 1958 program requests new grant-in-aid funds for new weapons of ap- 
proximately $338 million. 

Then you go on to say that: 
The worldwide programs total $297 million. 


which I suppose is the figure shown on chart 1, is it not? 
Colonel Crrrz. Yes, sir, and on page 21. 
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Mr. Wiceteswortu. “The remaining $42 million includes country 


programs.” 

Clotonel Crirz. That is right. 

Mr. WiccieswortH (reading) : 

In addition, it is proposed that approximately $150 million in new weapons 
will be offered for sale. 

Colonel Crrrz. That is right, sir. 

Mr. WiccteswortH. Does that mean to say that the $42 million is 
included in what we already have been over ? 

Colonel Crirz. Yes, sir; in the country programs. 

Mr. Wiceteswortn. This chart then does not present an overall pic- 
ture of the situation at all, apparently. 

Colonel Critz. Not on table 1, sir, but if you will look on pages 21 
and 22, sir, that gives the total. 


MILITARY TRAINING ASSISTANCE PROGRAM 


Mr. WicetEeswortH. On page 3 of your statement, in reference to 
training, you say: 


The 1958 training assistance program requests $74 million. 


Colonel Crirz. That is right, sir. 

Mr. WiccteswortH. According to chart 1, I would have thought 
that you were requesting $9 million. 

Colonel Crirz. There, again, Mr. Wigglesworth, the balance of the 
training is in the country programs which we have already discussed. 
The $9 million shown here is the amount not in the country programs. 
In other words, not covered in the programs which we have previously 
discussed. 

Mr. Wiccteswortu. I may be wrong but it does not seem to me that 
this method of presentation gives us a very clear picture of what we 
are doing in these fields. If you are doing it with one hand here, 
and another hand here, and never put them together, it is not clear. 

Colonel Crirz. Our attempt was to show those things for countries 
where we had it definitely pinned down by countries, and the balance 
we have in these nonregional programs, until we determine the actual 
recipient. Then we will pull it out of this nonregional country and 
put it in the country program where it will definitely reflect what the 
countries are getting. 

UNOBLIGATED FUNDS 


Mr. Wiccteswortu. Now, another thing: I gather that you are not 
in a position to give us the uncbligated balances as of June 30, 1957, 
applicable to this chart No. 1. 

Yolonel Crirz. Not by category, Mr. Wigglesworth. 

Mr. WiacteswortH. Can you give us an overall] figure that we can 
consider in connection with the $545,777,000 that you have obligated 
in 1957 and the $955,299,000 that you are requesting in 1958? 

Colonel Crrrz. Our unobligated balance total, sir, is the $500 mil- 
lion which we have reported. 

Mr. Wiccteswortn. I know, but that is a worldwide figure which 
means nothing in terms of these items. 

Colonel Crirz. Yes, sir. 
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Colonel Crirz. Our estimated obligations shown in the table-1 are 
all we are going to leave in that program. The balance is in our total 
unobligated balance. 

Mr. Wiccriesworrnu. Is your request of $955,299,000 over and above 
the $500 million that you r eferred to? 

Colonel Crrrz. No, sir. 

Mr. Wiceiesworth. Is it included in the $955 million ? 

Colonel Crrrz. It is in our total of $2.4 billion figure. 

Mr. Wieereswortu. Is it in this $955 million figure, or is it some- 
thing separate ? 

Colonel Crrrz. A part of it would be in that. 

Mr. Wicatesworrn. Just as a matter of routine, if you had $642 
million last year and want $955 million next year, it would seem we 
ought to know what unobligated balance you have as well as the obliga- 
tions and expenditures that you have entered into during the current 
year. You apparently are not in a position to give us that figure. 

Colonel Crirz. We can give you expenditures : and an estimate of the 
unliquidated unobligations by each of the categories. 

Mr. Wiceieswortn. You have given us the expenditures, have you 
not ? 

Colonel Crirz. Yes. 

Mr. Wiecieswortu. I would like something that will show the un- 
obligated balances. 

Colonel Crrrz. May I provide that for the record ? 

Mr. WiecirswortH. 1 would be glad if you will do so. I think it 
will be very helpful. 

Colonel Crrrz. It would be a part of our $500 million. 


Estimated unobligated balances nonregional programs 


{In thousands of dollars] 


Program June 30, 1957 
Aes nibeben tetris tities oh enti ose hn Soe na abet se OSHS 100 
I CINE ih cere ampere =menslotrench anther 19, 000 
InTePRATEOOML IIttUNTS RCRGGURIUEES . on cen megan ensqaeooe 0 
Mutual weapons development program ___.---.--~---~- ~----.--.------- 0 
epee rmmenmeenne Lilith) 20 le Ses 2, 800 
ION iene sat) hs he cts scat damisth anid hhbednsesatendd 58, 5381 
i ce al Lal ial L manemepeomienpeniablnaiacdbeep 0 
Cyenmene cena! SGCnriCy PrOCreINg. og on... nnn ween ncn pe ow= 144 
Packing, crating, handling and transportation____.__--..._----_-__-----_ 18, 300 
Sales program—military (loans) ...............-.- ee LLL LS 62 
Tre ee cid HI poo ence nccmmennnnce 7, 375 
i ane i a Nil cw steele kine dnsbved nines uci catenin nn 3, 000 
Miscellaneous nonregional programs__.-..-.------.--~...--.-------2L- 0 


Mr, WieeieswortnH. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller? 

Mr. Miter. Colonel, I understand with regard to these items that 
we have taken up on a nonregional basis—and I am referring to the 
military assistance part of it—the money requested for all of these 
items isin addition to any matters that we have considered under 
countries; is that right ? 

Colonel Crrrz. That is correct. 

Mr. Muter. In other words, it is new money and not otherwise 
specified ? 

Colonel Crrrz. That is right. 
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Mr. Miuter. On page 1 I note some of the expenditures and under 
new weapons, for example, there is an asterisk that indicates that ex- 
penditures are distributed by countries. 

Colonel Crirz. That is correct. 

Mr. ee That does not change the fact that this is all fresh 
mone 

Colonel Crirz. No, sir. Until we get firm agreements with the 
countries we are carrying them here and we will later put them in the 
country programs and show the expenditures against the country. 


NEW WEAPONS PROGRAM 


Mr. Mitter. With regard to the new weapons programs which call 
for close to $300 million, that means those are new weapons that have 
not been firmly allocated? They are not definitely earmarked for 
particular countries even if in your advance planning you know about 
where you are going to put them; is that right? 

Colonel Crrrz. We know exactly where we plan to put them, and 
that is shown on the tables on pages 21 and 22. But we have not put 
them in the country programs because we have not finalized our 
negotiations with the countries. We want to be sure they have enough 
people to man and operate them and do it in accordance with our 
criteria. 

Mr. Mitirr. You have shown in the justifications where you expect 
PR them, but they have not actually been firmed up ? 

Solonel Crrrz. That is correct. 

Mr. Miter. Are there new weapons in the country programs that 
have been firmed up and therefore do not appear under this item of 
new weapons? 

Colonel Crrrz. There are. 

Mr. Miter. That is the point that I find a little confusing. In 
other words, this new weapons program that is on a worldwide, non- 
regional basis, is only a part of the new weapons program ? 

Colonel Crrrz. That is correct. 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Miter. Does the same thing pertain with regard to offshore 
procurement ? 

Colonel Crrrz. Offshore procurement has not reached the type of 
new weapons that we are reflecting here: 

Mr. Miitrr. I am speaking now of ships, aircraft, and ammunition. 
Is there any place in the presentation where one can find out what 
your. total anticipated offshore purchase program will be for the com- 
ing year in view of the fact that apparently all you carry in this pre- 
sentation for offshore procurement are the purchases that have not 
been definitely sianaiel by countries. 

Colonel Crrrz. No, sir. The offshore procurement that we carry 
in this presentation gives an indication of where we have purchased 
everything to date and the total procurements that we have made. 
With regard to the program which I discussed in which I stated that 
about. $100 million may be purchased overseas in the fiscal year 1958, 
the items of purchase are already in the country programs and not in 
this nonregional setup. 
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Mr. Muuxr. Where would one be able to find out what total off- 
shore purchases are planned in the coming fiscal year? If you were 
interested in buying offshore, you could not get it from just this fig- 
ure. That is only the number of ships and aircraft that are not allo- 
cated definitely to any country ? 

Colonel Crrrz. None of this new weapons business will be purchased 
offshore. 

_Mr. Gary. What he is getting at is this: does this figure that you 
give us carry your entire offshore program, or do you also have some 
of that in the countries? 

Colonel Crrrz. It is the entire offshore procurement program but 
the weapons themselves are in the country program. That is what 
T want to point out. 

Mr. Taser. You still have about $120 million of Public Law 480 
funds that you have available to you. 

Colonel Crrrz. That is correct, sir. 

Mr. Miuuer. I am not quite sure that I understand. In the fiscal 
vear 1958 you are programing offshore procurements ? 

Colonel Crrrz. We really do not program them, Mr. Miller. We 
eaeee the weapons and we make an estimate of how many we will 

uy offshore. 

Mr. Miter. I mean that you are asking for money to be appro- 
priated so that you can purchase through offshore procurement. You 
are also asking for money for various military programs in the var- 
ious countries. 

Colonel Crirz. That is right, sir. 

Mr. Miter. Some of those items may be purchased in the country 
or some may be purchased most any place else. 


Colonel Crrrz. That is right. 
Mr. Mitter. Where could I find a figure as to what this program 
contemplates for a total of offshore procurement during the next fiscal 


ear? 
7 Colonel Crrrz. The figure is $110 million. 
Mr. Gary. Regardless of whether it is in the country or the region? 
Mr. Mutter. That is the total figure for offshore procurement? 
Colonel Crrrz. Yes. 


NUTRITION PROGRAM 


Mr. Muuer. Now, let me ask you this: When you come down to 
nutrition—and you list it by countries, so much for Iraq, so much for 
Greece and Brazil—is that handled in the same way that offshore 
procurement is? 

Colonel Crrrz. No, sir. 

Offshore procurement is like this: We will go to France, England, 
or some country and let a contract for 20 weapons each, and we may 
deliver those weapons to some third country, but these nutrition sur- 
veys that are here by country, the cost for them is the sending in of 
our doctors and making a survey on the ground. 

Mr. Mirzer. In other words, your nutrition costs here are not for 
the purchase of foodstuffs ? 

olonel Crirz. No, sir. 

Mr. Mrirurr. They are in the nature of an administrative setup? 
You send teams out into the field to see what you need ? 

Colonel Crrrz. That is right. 
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Mr. Mizer. And the money called for here is to pay for that ? 

Colonel Crrrz. That is correct, 

Mr. Miter. And you do not charge that up to Iraq, Greece, or 
Brazil as the case might be in the country program ? 

Colonel Crirz. Not in these nutrition surveys; no, sir. 

Mr. Miter. That is carried in a separate item and is not charged 
up to the country even though the team is sent to that country ? 

Colonel Crirz. We will eventually put it in the country program. 
Since this is a new program, we have been presenting it on a non- 
ene basis. The total amount involved is $300,000. 

r. Miuier. I think that you will agree with me to a certain extent— 
and please do not think I am trying to be critical because I think that 
you have a very fine documentation here of your justifications—but 
the fact of the matter is it is still somewhat confusing because you do 
not show what money you are spending in any one of the countries, 

For instance, if nutrition is going to a country, the cost for Brazil, 
or whatever nation it may be, does not all show up in that department. 

Colonel Crirz. I agree with you. That is the case. 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Mizer. And the same thing is true with respect to offshore 
procurement ¢ 

Colonel Critz. Not offshore procurement; those weapons are already 
in the country programs and there will be no change. They will stay 
in the country program. 

Mr. Miter. If they are already in the country program, the dol- 
lars are not in there? 

Colonel Crirz. The dollars are there too. 

Mr. Mutisr. I understood you to say this offshore procurement fund 
was not counted elsewhere. 

Colonel Crirz. Yes; it is counted in the country program. 

Mr. Mitter. Would not that be inconsistent with what you told Mr. 
Wigglesworth when you said none of this money was reflected in the 
countries ¢ 

Colonel Crirz. There are so many programs here I am afraid that 
I misled you. Under miscellaneous programs there is an offshore pro- 
curement expense of $5 million. Over and above that there is an 
anticipated offshore procurement for the overall program of about $110 
million for the fiscal year 1958, but all of the items of that $110 million 
are in the country programs by dollars. 

Mr. Mitier. They are also duplicated in the offshore procurement 
request here, are they not? 

olonel Critz. No, sir. 

Mr. Gary. Is this not the situation: You do not make any request 
for offshore procurement funds as such. What you give us is an esti- 
mate of the portion of the other requests in the various programs that 
will be used for offshore purchases ? 

Colonel Crrrz. That is right. 

Mr. Gary. There is no request in this budget for offshore procure- 
ment funds except as they are included in the various other items, and 
you have summarized in a separate statement the portion of those 
items which will be purchased offshore. 
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Mr. Mitrer. That clarifies it. Then there is no request for money 
in the nonregional programs for offshore procurement. You have 
given that for statistical information ; is that correct 

Colonel Crirz. That is correct. 

Mr. Miter. I think that clears up the point. 

Mr. Passman. The term “offshore procurement” is often confusing. 
This refers to equipment or materials procured in foreign nations? 

Colonel Crirz. That is what it amounts to. It is items in the pro- 
gram procured in foreign nations. 

Mr. Passman. We shall now hear from Mr. Shaw, the Comptroller, 


ISA, Department of Defense. 


INTERNATIONAL Minrrary Heapquarrers, ADMINISTRATIVE EXPENSES, 
Minrrary Assistance PrograM 


Mr. Shaw, do you have a general statement ? 

Mr. Suaw. I do, sir. I would like to speak in support of five pro- 
gram items. 

Mr. Passman. We shall insert your statement in the record at this 
point. 

(The statement referred to is as follows :) 


INTERNATIONAL MILITARY HEADQUARTERS 
OBJECTIVES 


The support and operational costs of international military headquarters are 
jointly financed by the member governments in accordance with government-to- 
government and international agreements and under accepted cost-sharing for- 
mulas. This request covers expenses for NATO International Military Head- 
quarters, the SEATO Permanent Military Planning Staff, and such other similar 
organizations with which the United States may become affiliated. 

The military assistance program funds requested for fiscal year 1958 ($6.550 
million) are to meet the United States obligation to support (1) to the extent of 
24.2 percent, the operation, maintenance, and capital costs of the military head- 
quarters and agencies of NATO; and (2) the estimated United States share of 
operations of the SEATO Permanent Military Planning Staff, and other similar 
organizations. 

NATO INTERNATIONAL MILITARY HEADQUARTERS 


This organization consists of the two primary military commands commonly 
known as SHAPE (Supreme Headquarters, Allied Powers Europe) and 
SACLANT (Supreme Allied Commander, Atlantic); the Channel Command, 
the Standing Group and the several military agencies, such as NATO Defense 
College, Military Agency for Standardization, and the European Radio Frequency 
Agency. The costs allowed under the international budgets for these headquar- 
ters and agencies are limited to civilian salaries and wages, operating support 
(utilities, office supplies, and equipment), maintenance of building and equipment, 
and capital items. The pay and allowances of military personnel and supporting 
military equipment and hardware is the responsibility of the individual govern- 
ment furnishing the personnel and equipment. The total contribution of the 
United States toward this support for the 5-year period ending June 30, 1957, is 
estimated at $28 million. 

An increase in the United States contribution during fiscal year 1958 ($6,550 
million) over the average level of prior year contributions ($5.3 million) is 
anticipated as a result of the assignment to SHAPE of the maintenance and 
operation of the early-warning system of NATO. This assignment of responsi- 
bility is to assure that this vital communication network will remain firmly under 
the control and operation of the international military authorities. The opera- 
tion and maintenance of this communication network is not included in the infra- 
structure programs. 

Each headquarters and agency budget is reviewed by the supreme command 
involved and submitted to the Standing Group for approval from the military 
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viewpoint and to the Military Budget Committee for final analysis, appraisal, 
and recommendation. The NATO Council, upon the recommendation of its 
Military Budget Committee, formally approves the budget estimates and author- 
izes the Secretary General to request funds from the member countries as 
required by the commands and agencies in accordance with the effective cost- 
sharing formula. United States interest is expressed at each successive stage of 
the budget formulation, review-analysis, and final approval. 

The accounts of each headquarters and agency are audited annually by audi- 
tors selected and appointed by the NATO Council from member countries. 


OTHER INTERNATIONAL ORGANIZATIONS 


A permanent miiltary planning staff was established on March 1, 1957, with 
headquarters in Bangkok. For fiscal year 1958, it is estimated that the United 
States share will total $50,000 for operation of the SEATO permanent military 
planning staff. In view of the fact that the United States is planning to become 
a member of the Baghdad Pact Military Committee, an additional $50,000 is 
provided for that purpose. 

The fiscal year 1958 fund request for all international military headquarters 
with comparative prior year costs as set forth in the following table is $6,550 
million. 


Fiscal year Fiscal year Fiscal year 
1956 1957 1958 


United States contributions to SHAPE-SACLANT and sub- 

ordinate commands and military ee of NATO , 097, f $4, 990, 000 
Standing Group support- , bo Sibixe 286, 310, 000 
Other international military ‘organization- s 


Sicilian Waeitbhciciitiiicaiindacka Msc nainatipcuiimaintlee 


PACKING, CRATING, HANDLING, AND TRANSPORTATION COSTS 


Fund requirements for packing, crating, handling, and transportation (com- 
monly known as P. C. H. and T. or accessorial costs) cover operating expenses 
incurred in preparation and delivery of military equipment and supplies to 
recipient countries under the military assistance program. Transportation re- 
fers to costs of moving materiel from point of origin to the recipient country. 
Other operating expenses include: 

1. Field procurement and inspection; 

2. Receiving, warehousing, and related station operation and maintenance 
costs ; and 

8. Supply and services connected with delivery of ships and aircraft, from 
point of outfitting or completion, to destination. 

The estimate of 1958 fund requirements for P. C. H. and T. is $131.4 million. 
This compares with actual obligations of $132.8 million in fiscal year 1956, and 
a current estimate of $124.5 million to be obligated during fiscal year 1957. A 
summary of accessorial costs during the 3-year period is as follows: 


{Dollars in thousands] 


Fiscal year Fiscal year Fiscal year 
1956 1957 1958 


P. O. H. and T. delivery base ! $1, 824, 600 


Accessorial obligations, total...............-.....----------- 32, ~ 494,500! 131, 400 





Packing, crating, handling wf 55, 600° 51, 400 
Transportation ; ye 80, 000 


Ratio, total accessorial obligations to delivery base____._-_.--- ¥ i Te T 22 


1 Delivery base used in P. C. H. and T. calculation excludes offshore procurement deliveries upon which 
no P. C. H. and T. is paid. 
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At the present time, the subject of accessorial cost factors (factors or rates 
used by the military departments in computing handling and transportation 
costs) is under review for the purpose of increasing standardization and simplify- 
ing cost accounting. It is expected that cost factors and rates will be established 
for application on a uniform basis. It is not expected that revised cost factors 
will affect appreciably, upward or downward, the total accessorial fund require- 
ments for 1958. Rates will be reviewed annually and adjusted as required. The 
increased shipments being made to the Far East account for the increase in the 
ratio of accessorial obligations to delivery base for fiscal year 1958. 


UNITED NATIONS LOGISTICAL SUPPORT IN KOREA 


Since the beginning of the Korean war in June of 1950 and through June of 
1956, the United States has furnished logistical support to the other United 
Nations forees operating in Korea. The value of this support totaled $385 
million, with reimbursements from the participating countries of only $91 million. 
The appropriations of the military departments provided this logistic support 
through fiscal year 1956. Beginning with fiscal year 1957 the logistical support 
of some of these foreign forces, still under the command of the U. N. commander, 
has been financed by the appropriations made available to the military assistance 
program. 

Fiscal year 1957 program.—The budget estimate for this program in fiscal 
year 1957 was $12 million. 

Fiscal year 1958 program.—Hach of the nations participating has such a small 
contingent in Korea that it has been determined that it would be uneconomical 
and inadvisable to establish a separate logistical base for each country’s force, 
Therefore the United States has agreed to provide the logistical support. To 
assure continued support in fiscal year 1958, $12 million is included for this item. 

The fiscal status of the program follows: 


[In thousands of dollars] 


i | 
July 1, 1956 Mar.1to | 
to Feb. 28, | June 30, 1957 Total 
1957 


— 


CURaiemia i s. .ddbh ess id. 929 4,071 9, 000 
929 3, 071 8, 000 


DEPARTMENT OF DEFENSE, ADMINISTRATIVE EXPENSES, MILITARY ASSISTANCE 
ProgeaM, Fiscat Year 1958 


GENERAL STATEMENT 


The costs of administering and operating the military assistance program are 
met from military department appropriations and the mutual security appropria- 
tion, with the addition of services and facilities (assistance-in-kind) furnished 
by some recipient countries. 

The military departments bear a large share of the total costs through furnish- 
ing required military personnel, equipment, and facilities to carry out the mili- 
tary assistance program. Typical expenses funded from the military department 
appropriations are (1) pay and statutory allowances of military personnel in the 
field and in Washington, (2) medical expenses, including facilities, of military 
personnel and their dependents, (3) approximately half the costs of the travel 
expenses incident to the change of station of military personnel, and (4) opera- 
tion and maintenance of facilities for personnel and for recreation. 

Mutual security funds are used to pay for those additional administrative and 
operational requirements which are not met by the equipment and facilities fur- 
nished by the military departments. Such requirements generated by the military 
assistance advisory groups (MAAGs) and other overseas activities, as well as 
departmental operations, must be clearly identified as additional to normal serv- 
ice programs in order to qualify for mutual security funds. The costs of admin- 
istrative activities concerned exclusively with the military assistance program 
in the Office of the Secretary of Defense and in the military departments, includ- 
ing United States field organizations (Air Material Command and Air Training 
Command), qualify for mutual security funding as do the costs related to the 
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support of the MAAGs and the five regional groups overseas. The regional groups 
are the Office of Defense Affairs of the United States Mission to NATO and Euro- 
pean Regional Organizations (USRO), and the wilitary assistance elements of 
the unified commands, CINCEUR, CINCPAC, CINCFE, and CINCARIB. 

The administrative support furnished the MAAGs is supplied in large part in 
many countries by the United States embassies, thus avoiding duplication of sup- 
port functions, The Department of State is reimbursed from mutual security 
funds for the support rendered. 

The Bureau of the Budget has established the allowance for administrative ex- 
penses for fiscal year 1958 at $23,500,000. Fiscal year 1958 requirements pre- 
sented here have been adjusted down to this allowance. Major differences be- 
tween the budget for fiscal year 1958 and previous years include (1) the require- 
ment that each department provide the retirement contribution of 64% percent of 
the base salary (civilian) previously provided by separate appropriation by the 
Congress, and (2) the inclusion of estimates of requirements for motor vehicles 
for the use of MAAG personnel. These expenses have not been chargeable to 
MAP administrative expenses in the past. Necessary legislation to permit the pro- 
curement of passenger-carrying vehicles with MAP funds is being requested. 
Other factors influencing the estimate for fiscal year 1958 are increases in aver- 
age salary, an increase in the estimated requirements for establishment of pro- 


jected new MAAGs, and the requirement for regular pay in excess of the 52-week 
base. 
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MAP administrative expenses 
{In thousands of dollars] 


| Fiscal year | Fiscal year Fiscal year 
1956 1957 1958 
(actual) (estimated) (estimated) 


Departmental and field (United States) (includes USRO) ---- _ $6, 430 | 4, ons | 


os 
447 597 
378 429 | 
278 | 
759 
398 
519 
290 | 
312 | 
252 | 
pai * | 325 
United Kingdom yet 7a 221 
Yugoslavia | 214 











Subtotal, Europe . § 43 | 594. J 





i el Dd nwsnnibibeosoasnpenbesene cal g 59 

| 859 

298 | 

103 | 

I i ata cen sincecteetinsiinatnds bisa ae tek adil 9 | 330 
Turkey 


Subtotal, Middle East 


og Let ES on Bh ll 
GT i stickesconn aleciatidohed 

Cambodia. .-._- 

Japan 

Korea-_--- 

Philippines 

Taiwan 

ir ilsdiehibeniitinnwbiieews 

Vietnam 


Subtotal, Far East and Pacific 3, 716 


CINCARIB i dasceneneiend 19 
Chile- _ ‘ 19 
i 10 

‘ 1 | 

Dominican Republic | 42 | 
Ecuador 3 

Guatemala 

Honduras 5 

Nicaragua ' 1 | 
Peru | 8 
Uruguay 6 
Subtotal, Western Hemisphere- -.-...........-.--. 114 

New MAAQ’s 
Total overseas 9, 988 


Overseas and es 16, “418 
State support re De ees 4, 365 | 
IOA 


256 | 





3 21, 039 


1 Adjusted to $23,500,000 ceiling established by BOB. 

3 Less than $500. 

3 Represents actual obligations against the administrative fund ceiling; excludes any deobligations of 
prior year funds. 
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Map administrative expense, average personnel strengths ! 
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Fiscal year 1956 Fiscal year 1957 Fiscal year 1958 
(actual) (estimated) (estimated) 
| 
United United United 
Mili- | States |Locals 2} Mili- | States |Locals 2} Mili- | States | Locals 2 
tary civil- tary civil- tary civil- 
jans ians ians 
} | } 
Departmental and field 
nited States): | 
Departmental: | 
MITES Ss ciccenn ni neos esesase — ee Ded shaedinnireunnians 454 ju... 
SNS cticncinaitiee 34 _ =e 34 | + eee | 34 Dt edionenne 
DR Rn nnnenenas 35 OOO Gccdaces 35 Eee ixtoens 35 | py aie a 
OSD (including 
J a eee 59 BOE Venwate 69 i a cetiinini 64 Sf ee 
Total..cc--ce:-:} 128] 966/...... i3g | 914 |. a). @6iacan.: 
Field, United States | 
(Aly Heres)......-.--- 12 126 |----- 12 132 ial 12 WO Betis cae 
Total........- : 140 990 |... -| 180 | 1046 j........ } 145} 1024 |______.. 
Overseas: 
OINCEUR.......::-.- 90 BS Lc dnihans 87 , | = 85 Be crete 
PAE, cticidninnwocesis 7 FE Asngnncon 72 | 78 WD li<cscae 
a eee 46 | ae 45 Tr ilibseadianc 42 7 Rtn 
IN gun desuacociais« 114 OA locdvaacs | 106 ES 102 a 
emengy ss < 5 chk. Sci. 85 Sol. xmas 93 35 | ee 93 + OAH 
Piss ots. 5 Biba 84 Beh sabe! 89 Oe Beeman 82 tea 
Netherlands. -...-...-.-- 61 EE 53 | ie beet tiaras 56 y Seelam 
aS ree 60 8 |. bY 58 ilbietisions! | 55 S$ Eee 
Peete. 5 so s55 5. nas 49 7 deodoaee 46 SP kawhilipes 49 ¢ Lado 
PN haan ddbucaddsnbde 85 15 -| 85 ne | 86 | Be Lacsteede 
United Kingdom. - -._- 44 S Riu eacaal 41 Bhiect i 19 © Rvattetes 
Wugodavid.. . 2 .55..20.. 48 |. 60 | i. er OO Ice cindneen 
Subtotal, Europe.....| 842] 167 835 | 177 | 902} 170 |...-...- 
Mog yi. ek ea Oh ate cxda lenses [ii Dsciniicdteriiinatlinai Ehcanatpapebenidieanaes 
NOR Sistas miicasess 232 Lh ficcmacen 188 | BEE Rasen 168 Ie Wes senee 
PR. 4. cocWbi eats See 60 8 |...----. 64 Sil eaten a Oh ceccios 
SE A cnelcrsbanae “. 11 einLocbiehes BS hocssas | | a Riciiiet Nas 
Pakistan......2s2... 39 1 | hoki: 49 Ti... 52 BE coed 
ses oA Ss tae 197 29 124 | 183 29 125 | 187 | 26 121 
Subtotal, Middle 
each in bs nn 543 49 
OINCPAC.....-.- ae } ¥ Pee 
fog Terre bi mcncksismaaplll Sab aStas 
Cambodia. .......------ We Hitt pints) 
NN 2. aincb Sted daapse 158 22 | 
SRS Se ae : 
Philippines. .........-. 64 | 7 |} 
hn seo die Pee 275 |... 
Treen ek. ce 66 2) 
Wietnemtssecsbiccc. di 143. |...- 
Subtotal, Far East 
and Pacific. .......- 767 40 | 5 746 | 36 | 203 | 729 33 | 90 
CINCARIB (including ; | 
Colombia, Cuba, | | | 
Ecuador, Guatemala, | j 
Ecuador, Guate- | | 
mala, Honduras, Nic- | | | } } 
aragua, Peru, Ur- | | } 
uguay Beers sh ooo. o c.f acdecndbdedesen Disctuinams dd Pht htt | Minto oee 
Chile. _...- ~ eel 6 y OR a blac scsiashinien da caged ctu saalinea ela 
Dominican Republic___-| 8 ‘ 8 eID LS Sa Os su ek 
Subtotal, Western | | 
Hemisphere_._..__- eR antarass | 13 | sith Sean T dic cwkccu bee 
New MAAGQ’s..........|-.-..---| njoaennae- dricshaad a ae Rica. 2S 
Total overseas... _..-- 2, 166 247 | 328 | 2,095 260 328 | 2,057 247 211 
Total overseas and 
departmental ____- 2,306 | 1,237 328 | 2,245 1, 306 | 328 | 2,202 1, 271 211 
ME) val Aingesdplclabibistenagiek Wong oe ted 9 ey 24 | 16 37 28 
Grand total_........- 2, 306 1, 246 329 2, 245 1, 330 344 } 2, 202 1, 308 | 239 


1 Based on budget submissions received in March 1957, except strengths overseas for fiscal year 1958 which 


are based on reported strengths as of Mar. 31, 1957 (RCS DD-ISA (TW) 5719). 


* Excludes State support direct hire. 
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Comparative summary of direct obligations by object class—Administralive expenses 
military assistance program F 


TOTAL DEPARTMENTAL AND OVERSEAS 








































































































Actual, 1956 Estimate, 1957 Estimate, 1958 
Wam-| Amount | Num-} Amount | Num-} Amount 
ber ber ber 
MILITARY PERSONNEL 
Total number of permanent positions___..____-- Sede aie i petadeaddehn t 
Average number of permanent nersonnel.._____- 2, 306 }....-......] 2,245 Te caida 3 FOP 06. .ceus 
Average number of temporary duty-..........-- cde st Bh cp ahat anasto eid Mh uae 
Average number of military personnel. ._______- é , é. a 2, 245 lisea : : ir 202 [ “i wide 
Payment above basic rates, military personnel: | +i 
URIs oh re tes shee |$2, 456, 033 | ._...._/$2, 481, 136 |... $2, 391, 005 
Total, military personnel. __.._.___.___- 2,306 |___ | 22 2, 2, 2485 45 | Toe. ----| 2,202 |. Lj). ae 
CIVILIAN PERSONNEL ee FR eee ll: ae tof po 
Parmenent positions... ......................---} 1,338 | 6, 922, 235 | ae 4 7, 361, 552 | 1,347 | °7, 390,744 
eR daca bhewes cde caccetenmne 98 574, 817 | 374, 638 | 79 | 438, 669 
Net permanent personnel.._......._-...-.---- 1, 234 | 6,347,418 | 1,303 | 6,986,914 | 1,268 | 6,952, 075 
Average permanent local personne! not included 
' above... . 328 258, 600 328} 492,857) 211 326, 088 
Average part-time and temporary personnel. 3 31, 049 3 | 29, 846 3 31, 572 
Average employment, all civilian personnel. (1, 565)}___ on-] Gy O08) LL... 22200} CE OUR eee 
Payment to other agencies for reimbursement | 
a 00 phudeanocehesanee ‘tien et lpnnbdtancctteons staple 
Regular pay in excess of 52-week base Pay ieee. pees } SME Bo sctth psesentien tae 48, 354 
Payment above basic rates, civilian personnel: 
Allowances. Lccucecesbecenecbebaes 252,040 |..:... 1. 814488. | su. 323, 506 
Overtime and holiday pay. idea aeebhnnenatabaces 185, 135 | ——— to * Bee | 231, 052 
Nightwork differential _- oo et ees ~===]-<- Di ncl ‘800 lobule | 1, 098 
Total, civilian personnel. -.-.........-..- 1. 565 | 7, 096, 505 A, 634 | 8 052, 163 ; 1, 482 4, 913, 745 
DIRECT OBLIGATIONS je 1 2 8 i init. Aa 
01 Personal services_........._-- eeinaataiel _.----|-..----| 9, 552, 588 |__._._./10, 533, 200 |.......| 10,304, 750 
ie Os a dae amaspornvnsiabdcnuel ae Te aoe _...-| 4,373,314 |_......] 4,280. 014 
03 Transportation of things__.............--- eke 1, 789. 166 2, 109, 883 |...-- 1, 985, 549 
04 Communications services. -_..............---|----- 78, 351 }|_...- 2 96, 092 |...-_-.. 105, 458 
05 Rents and vtilities services... __.___- es LL eee 33. 979 . 27, 580 |.....2.] 48. 240 
06 Printing and reproduction._.........-_..-...]__-- 80 513 | | 71. 138 | 75, 120 
07 Other contractral services... _-_- eo" 313 525 | _- | §49, 463 | boil 271, 619 
Services performed by other agencies 4, 620 848 | 4, 441, 700 |_._-- 4, 718, 000 
08 Supplies and materials. ._._............--- sh 552. 249 | _- | 847,36) |..... 534. 579 
00 Equipment............-- ee ae 256, 048 | | 2365, 573 |.....- 728, 714 
11 Grants, subsidies, and contributions... _---__|_.___-- ; awit qi 3, 374 |...-.- 447, 426 
Retirement contribution ._........_-- woe aia | |e eaLiuaslileee engi 
13 Refunds, awards, indemnities __.________ ek Se 3. 905 ~ 6, 760 7, 
15 Taxes and assessments _--_-........----. 5, 300 |_. 4,004 |... 4, 451 
Total direct obligations. _............... _...--|21, 038, 817 | 128, 000,000 |.....| 28, 800, 000 
MILITARY PERSONNEL 














Total number of permanent positions .--_-_-_--- i ee | 54 | raat ae > cee 
Average num ber of pertranent personnel._- 140 iat it Te bee sel te cae 
Average number of temporary duty............- “a 











Average nu™ ber of military personnel - 4 : ry ; 2 z f ishebse 8 | 2 he 
Payrrent above basic rates, ee Personnel... ajiailininke Sine ee |. | Ic oa aaiel 
Station allowances_ a , i be $37, 646 | -.--| $33,100 




















Total military personnel. ._-- 





| 
CIVILIAN PERSONNEL | 


| } 
| } | | 
Permanent positions _---- ceili ------| 1,076 | 5,926,299 | 1,093 | 6,181, 001 1,084 | 6,232,100 
ee ee ees ae 1abb i 89 | 543,207/ 50| 333,163| 63) 365,533 









Net permanent personnel -| 987 | 5,383, 092 | 1,043 | 5,847,838 | 1,021 | 5,866,567 
Average permanent local personnel not included } | 

above. __-- | ‘ } rs -os ee 
Average part-time and temporary personnel ‘| 3 30, 624 | 3 29, 300 | 3 31,000 
Average employment all civilian personnel (990) |... (1, 046) | bist Jau (1, 024) | ....---1--- 






— to other agencies for reimbursement | | | 
eee ied aah eae a a ea aaa GLa 
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Comparative summary of direct obligations by object class— Administrative expenses, 


military assistance program—Continued 


DEPARTMENTAL AND UNITED STATES FIELD MAP, (INCLUDES USRO)—Con. 


Actual, 1956 Estimate, 1957 


Num-| Amount | Num-} Amount 


CIVILIAN PERSONNEL—continued 


Regular pay in excess of 52-week base 
Payment above basic rates, civilian personne! _. 
Allowances 
Overtime and holiday pay 


Total, civilian personncl , 659, | 1,046 | 6,150, 139 


Estimate, 1958 


Num-| Amount 





DIRECT OBLIGATIONS 


Personal services 
Travel __ 
Transportation of things. - — 
Communications services._ t 57, 147 
Rents and utilities services. atl " 
Printing and reproduction _-_- 72, 979 |__- 
Other contractual services 71, 311 |_- 
Services performed by other es sa 
Supplies and materials 
Equipment 
Grants, subsidies and contributions_..__- 
Retirement contribution 
Refunds, awards, indemnities_............_- 
Taxes and assessments 


Total direct obligations.............. ent tncnuste 


&S ESS SRREese 


OVERSEAS MAP 


MILITARY PERSONNEL 


Total number of permanent positions. __.._..._- 2, 235 
Average number of permanent personnel-_.-__--_-_- 


Average number of military personnel 1 
EE SP cv ccacenteuqueccocapecetouh di ss=a 


Total, military personnel 





CIVILIAN FERSONNEL 


Permanent positions 5, 1, 180, 551 


educt lapse . 41, 475 


Net permanent personnel 1, 139, 076 
peerage permanent local personnel not included 


Average part-time and temporary personnel 
Average employment all civilian personnel 

Regular pay in excess of 52-week base : 
Allowances. - . 

Overtime and holiday pay 

Night work differential 


Total, civilian personnel--._........... <b Eeeciaieea 
DIRECT OBLIGATIONS 


Transportation of things 
Communications services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies--__|_-- 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
IE I oo, canes mbes iebasmaeeehiinnaan 
Refunds, awards, indemnities_..............}--.--.-]...--..--.- 
Taxes and assessments 


Total, direct obligations 


-SS SSez2eee 


RS 





492, 857 
546 |. 











NATO INFRASTRUCTURE 


The NATO infrastructure program is designed to provide facilities, for mili- 
tary forces assigned or earmarked for NATO commanders, which would other- 
wise be beyond the financial capabilities of the individual NATO member 
countries. 


Fiscal year 1950-57 program 

The United States has participated in the financing of international military 
construction under the North Atlantic Treaty Agreement since 1951. The pro- 
grams, which are approved in annual slices by the North Atlantic Council, total 
approximately $1,969 million for slices II through VII. ‘These international 
programs cover the major categories of airfields, coommunications facilities, 
fuel distribution and storage systems, naval bases, war headquarters and train- 
ing installations which are well distributed in tactical locations throughout the 
member countries. Apportionment of projects in the total program is approxi- 
mately as follows: 


Project: 
Airfields 
Signals communications 
Pipelines and petroleum, oil, and lubricants storage 
Naval bases 
War headquarters 
Training installations 


United States support of the program has been at the following agreed per- 
centages, which are shown net of taxes inasmuch as the United States deducts 
host country taxes prior to making a contribution : 


Percent | Slice—Continued Percent 
IV 


Congress has authorized, through fiscal year 1957, United States infrastructure 
contributions to a total of $780 million. The progress of the program is illus- 
trated by the following : 

1. Airfields.—Of 223 airfields programed for common financing through slice 
VII, 83 were substantially complete as of September 30, 1956, and 61 others 
were usable in an emergency. It is estimated that many of the latter are now 
complete and an additional 16 usable in an emergency. 

2. Communications.—392 projects have been programed and 233 were com- 
pleted at the end of 1956; 78 additional projects are expected to be completed 
in 1957. 

38. Petroleum, oil, and lubricant storage and distribution—The program totals 
over 5,000 miles of pipelines and 600 million gallons of storage. At the end of 
1956 2,900 miles of pipelines and 240 million gallons of storage were completed. 
Many of the pipelines now contain fuel, and fuel has been placed in some of the 
storage in the north central and southern European areas. A major portion of 
the total system will be in operation by the end of 1957. 


Proposed fiscal year 1958 program 

In August 1956 the North Atlantic Council agreed to the programing of addi- 
tional infrastructure over the next 4 years at a cost not to exceed $630 million. 
All nations, including the United States, agreed—subject to legislative action. 
A new cost-sharing agreement resulting from the participation of Germany has 
been completed which reduced the United States contribution to approximately 
384.7 percent net of taxes. The 1957 slice VIII program of the new agreement is 
now being processed. This new 4-year program will be directed primarily at facil- 
ities necessary to survive an initial atomic attack and the first phases of an 
atomic war. Such urgent requirements as an early warning system, a forward 
scatter command communications system, and dispersal of airfields are contained 
in the first increment of the new 4-year program. 


Additional infrastructure authorization required 


In view of the actions taken by the North Atlantic Council, it would be in the 
United States interest and it would advance defensive efforts of NATO, if the 


Congress increased by $220 million the current authorization to contribute to 
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the support of United States participation in the international agreement, making 
the total United States authorization $1 billion. This increase is requested. 


Fiscal status 
The status of United States obligations and United States expenditures is as 
follows: 
- millions of dollars] 


| 


Cumula-| Esti- Cumula- Esti- 


tive mated tive | mated 
June 30, |fiscal year} June 30, |fiseal year 


1956 1957 1957 | 1958 


United States obligations, total..._.........-_- $558. 8 $75.0 im $633.8} $109.4 | 
ng cenal 


493.8 | 
140. 0 | 


Military assistance 418. 8 | 
Other 140 0 | 


United States expenditures, total_.........-.---| 358.9 


Military assistance. -................--.-- 281. 4 
i chalsdiehaaseeute Min ms: owe od ab nae 77.5 














1. This table excludes $51,000,000 used for military yiinins works not within the ceiling of $780,000,0004 
2. The item “Other” refers to $140,000,000 appropriated under DOD military functions, and is appli- 
cable to the current authorized ceiling of $780,000,000. 


INTERNATIONAL Minirary HErapQuartTErRs 


Mr. Suaw. The international military headquarters’ requirement is 
one of the least expensive budget items; nevertheless, it is important. 
It is for the support of the N ATO international military headquar- 
ters; the support of our participation in the Baghdad Pact, and the 
SEATO or ganization. 

In the fiscal year 1956 the program amounted to $3,383,000. In 
the fiscal year 1957 the program was $5,300,000. In the fiscal year 
1958 the proposed program being presented to the committee is $6,- 
500,000. 

The requirement for the addition in the fiscal year 1958 is due in 
most part to the fact that the SHAPE military organization in Paris 
has accepted the responsibility of operating the scatter communica- 
tions projects which we have discussed previously. 


COMPARATIVE COST STATEMENT OF UNITED STATES SUPPORT 


I have a breakdown by the international military headquarters of 
the estimated support costs in 1956, 1957, and 1958. I have the author- 
ized personnel for all the nationalities on a table here that I would be 
glad to distribute to members of the committee, if you want it. 

Mr. Passman. Do we have that information ? 

Mr. Suaw. No. Unless the committee is interested in it, I do not 
think it is necessary. 

Mr. PassmMan. I think the data should be inserted in the record at 
this point. 

(The tabulation referred to is as follows :) 
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DEPARTMENT OF DereNnsE MILITARY ASSISTANCE PROGRAM 


Comparative cost statement covering United States support of the International 
Military Headquarters and Agencies of NATO 


{In thousands of dollars] 


Calendar year 1957 
Estimated support cost authorized _per- 
sonnel, all na 
tionalities 


Fiseal Fiscal Fiseal | Civilian | Military 
year 1956 | year 1957 | year 1958 


Allied Command Europe: 
SHAPE... $3, 513 $5, 693 
895 1, 796 
4, 902 9, 695 
164 1, 680 
AFSOUTH. See 2,941 | 3,429 
LANDSOUTH..- = 472 | 1, 081 
5th ATAF Bich ced elt ba, Be 
LANDSOUTHEAST and 6th ATAF 1,317 3, 121 
AFMED 256 335 


Total, estimated operational cost 14, 462 26, 875 
Less miscellaneous credits. ._..............---- 328 5, 528 


Net co elm 14, 134 | 21, 347 
Estimated “United States share (24. 2 percent) . as 3, 516 5, 166 | 





Allied Command Atlantic: | 
SACT.ANT 325 | 558 
aa ; 25 19 
110 62 
70 60 


Total... oe ac lie Si. 539 
Less miscellaneous credits 





+ 


et 
Estimated United States share _ 











MMtery agencies: 

AGARD (Advisory Group Aeronautical Re- 
search and Development) 

ECSA (European Communications Security — 
Agency) 

ELLA (Wuropean Long Lines Agency) 

EMCCC (European Military Communications 
Coordinating Committee) -..............-..---- 

ERFA (European Radio Frequency Agency) - -- 

EUDAC (European Distribution and Account- 
Geb es cthon cscwc eS ie 

MAS (Military Agency for Standardization). ._- 

NDC (Nato Defense College) 





Net 
Estimated United States share 
Channel Committee 


Other international military agencies (United States 


Total estimated net cost 


Estimated total United States share 
Less yn States credits due to liquidation of work- 

















ISA Comptroller, June 20, 1957. 
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Mr. Gary. Have the SHAPE buildings been completed ? 
Mr. Suaw. They have been completed. Most of the construction 
of headquarters buildings in the NATO area has been completed. 


BASIS FOR INCREASED BUDGET ESTIMATE 


Mr. WiccLteswortn. What is the reason for the $1,200,000 increase ? 
Mr. Suaw. It will be shown in the breakout I gave you. The major 
ortion of it is due to the acceptance by SHAPE of the responsibility 
or operating the new communications system which is being built in 
Europe, part of the air defense plan. 

Mr. WiccLEswortH. What does that mean, more facilities, more 
personnel, or what ? 

Mr, Suaw. The facilities are being built. It takes more personnel, 
of course. But if this were not being done by the international mili- 
tary headquarters it would be done by the nations in which the stations 
are located and the SHAPE authorities have requested the Council 
to permit them as an international command to operate the stations 
in order to get constant and continuous operation. 

Mr. Passman. Mr. Shaw, on page 2 of the charts you have just 
handed the members, the estimated support cost for the fiscal year 
1956 totaled $15,640,000 ? 

Mr. Suaw. That is right, sir. 

Mr. Passman. And in the fiscal year 1957, $23,076,000 ? 

Mr. Suaw. That is right. 

Mr. PassMANn. And the request for fiscal year 1958 is being increased 
to $25,791,000. 

Mr. Suaw. That is right. 

The United States pays 24.2 percent of those total figures. 

Mr. Passman. Why does the cost continue to increase annually? 

Mr. Suaw. It is simply because the International Military Head- 
quarters, as a central spot of all NATO activities is increasing and 
expanding its operations as the NATO facilities authorized under the 
INFRA structure program are completed. 

Mr. Passman. You note “estimated total United States share, less 
United States credits due to liquidation of working fund.” Does 
this mean that the lesser figure is actually being paid by the United 
States, or the higher figure ? 

Mr. Suaw. The credits due to liquidation of the working fund, Mr. 
Chairman, are the result of a liquidation of funds that all nations 
previously allocated to the international headquarters as a working 
capital. It was found after experience that that working capital 
was not needed; that the countries are making current contributions 
on time, and consequently a previous credit was consumed. 

Mr. Passman. Under the item of “Net estimated cost to the United 
States,” you show for the fiscal year 1956, $3,384,000; for the fiscal 
year 1957, $5.300,000, and the estimate for fiscal 1958 at $6,550,000, 

s this the net cost to the United States? 

Mr. Suaw. That is the net cost to the United States. 

Mr. Passman. These figures include the total? 

Mr. Suaw. They do. 

Mr. PassMan. You may proceed. 
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Packine, Cratinc, HANDLING, AND TRANSPORTATION 


Mr. Suaw. The next subject is packing, crating, handling, and 
transportation shown on page 31 of the book. 

The fiscal year 1956 program was $132 million. The 1957 program 
is $124,500,000, and the fiscal year 1958 program is estimated at $131,- 
400,000. This requirement for the packing, crating, handling, and 
transportation of military assistance material is based upon the esti- 
mated value of the material being delivered. 

Mr. Passman. You said $124 million. Is not the figure $142 
million ? 

Mr. Suaw. No, sir. There has been a change in the estimate since 
the pcos was printed. This is as nearly an accurate 1957 figure as 
possible. 

Mr. Passman. The figure is $124 million, rather than $142 million? 

Mr. Suaw. Thatiscorrect. Itis amore recent estimate. 

Mr. Passman. The expenditures are down? 

Mr. Suaw. They were in the fiscal year 1957. 

Mr. Taper. An increased amount would be needed next year? 

Mr. Saaw. Yes. We will need the $131.4 million for the fiscal year 
1958. 

od PassMAN. Even though only $124 million was spent for fiscal 
1957 ¢ 

Mr. Saw. That is right. The reason for that is that the delivery 
base, although lower for 1957, a larger part of the material is going 
to the Far East all the time; consequently there is increased trans- 
portation cost. The money is used to reimburse the service appropria- 
tion for the cost of packing, shipping matertals, and so forth. 


Unrrep Nations LooisticaL Support In Korea 


The next item is the United Nations logistical support in Korea. 
That appears on page 47 of the book. Last year for the first time the 
military assistance program included $12 million to finance the ma- 
terials and services required to support other United Nations who 
have forces in Korea. The support is rendered on a reimbursable 
basis. Prior to the fiscal year 1957 the cost of support was funded 
by the military department appropriation, but last year the services 
agreed to use the military assistance appropriation to finance this 
expenditure. 

r, WiccteswortH. The same figure for both years? 

Mr. Suaw. The same figure for both years; yes. 

Mr. Passman. What will be the total of unexpended, but obligated 
funds at the end of fiscal year 1957 ? 

Mr. Suaw. $23.1 million. 

The next item, Mr. Chairman, is United Nations logistical support in 
Korea. The program in 1957, which was the first year we supported 
the United Nations groups in Korea, was $12 million. The request for 
the fiscal year 1957 is the same amount. This is to provide services and 
material on a reimbursable basis in those countries that still have 
forces under the command of the United Nations commander in Korea. 

That is all. 
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Miuirary AssistaANce ProgRAM ADMINISTRATIVE EXPENSE 


Mr. Passman. What amount was allowed for military aid adminis- 
trative expense for the fiscal year 1957 ? 

Mr. Suaw. The Congress allowed us $23 million for the fiscal year 
1957 for administrative expense in the military assistance program. 

Mr. Passman. How much of the total was obligated in the fiscal 
year 1957? 

Mr. SuHaw. $22,900,000. 

Mr. Passman. What is the total amount requested for the fiscal year 
1958 for administrative expenses ? 

Mr. Suaw. For the fiscal year 1958 for administrative expenses of 
the military assistance programs we are requesting $23.5 million. This 
figure is different from the one that appears on page 3 of the justifica- 
tions due to an action taken by the Bureau of the Budget which reduced 
our request from $25.5 million to $23.5 million. 

Mr. Passman. The request was for $25.5 million and the Bureau of 
the Budget reduced this by $2 million? 

Mr. Suaw. That is correct. 

Mr. PassmMan. The request before the committee at this time is for 
$23.5 million ? 


CONTRIBUTION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Suaw. Yes. Last year we just said the Congress allowed $23 
million. The additional $500,000 is to take care of the retirement fund 
requirement. 

Mr. Passman. How much will the retirement contribution amount 
to for fiscal year 1958? 

Mr. SuHaw. $447,426. 

Mr. Passman. On page 4 of the justifications appears the item, “In- 
crease in average salary.” 

What amount is requested for this purpose ? 

Mr. Suaw. I think I have it on the comparative summary. 

May I enter that in the record later, Mr. Chairman ? 

Mr. Passman. Without objection, you may enter it in the record. 

(The material referred to follows :) 

The amount requested for increase in average salary is $152,160, an average 
of $120 for 1,268 personnel. 

MAAG SUPPORT 


Mr. Passman. How much is requested for the new MAAG’s? 

Mr. SuHaw. May I go off the record ? 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. What reduction has been made in requests for 
MAAG’s? 

Mr. Suaw. Insofar as the number of MAAG’s is concerned 

Mr. Passman. In terms of dollars. 

Mr. Suaw. No reduction. 

Mr. Passman. What is the total amount requested for this purpose ? 

Mr. Suaw. We are requesting for fiscal year 1958 for MAAG sup- 
port, $11,380,000. 
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MAAG PERSONNEL 


Mr. Passman. What is the number of personnel assigned? 

Mr, Suaw. May I add that that is a little lower than we had in 
fiscal year 1957 for the support of the same MAAG’s despite the fact 
that civilian pay has increased. 

Mr. Passman. What amount was available in 1957 ? 

Mr, Suaw. $11,540,000. 

Mr. Passman. What is total number of civilian personnel assigned 
to all MAAG’s? 

Mr. Suaw. I have the average personnel strength. The total over- 
seas for fiscal year 1957 is 2,095 military, 260 civilian, and 328 locals. 

In fiscal year 1958, the number is 2,057 as compared to 2,095 for mili- 
tary, 247 United States civilian as compared to 260 in fiscal year 
1957, and 211 locals as compared to 328 for those same years. 


NATO InrFrrasrrucrure 


Mr. Passman. We shall place in the record at this point pages 17 
and 18 of the justifications. 
(The pages referred to follow :) 


NONREGIONAL ProGRAMS, NATO INFRASTRUCTURE 


OBJECTIVES 


The NATO infrastructure program is designed to provide facilities, for mili- 
tary forces assigned or earmarked for NATO commanders, which would other- 
wise be beyond the financial capabilities of the individual NATO member coun- 
tries. 

FISCAL YEAR 1950-1957 PROGRAM 


The United States has participated in the financing of international military 
construction under the North Atlantic Treaty agreement since 1951. The pro- 
gram, which are approved in annual slices by the North Atlantic Council, total 
approximately $1,969 million for slices II through VII. These international pro- 
grams cover the major categories of airfields, communications facilities, fuel 
distribution and storage systems, naval bases, war headquarters, and training 
installations which are well distributed in tactical locations throughout the 
member countries. Apportionment of projects in the total program is approxi- 
mately as follows: 


Project : Percent 
i caslamememneertnialed mailer beichetbectiibdenseh deli dd 48.5 
Bars | evn INO i oe. cesctsemamniseneneseninabenmanenenenan 21.0 
Pipeline and POL storage 14.5 
a re le leech cemmegeneseptpepelabunen 11.5 
Nae i asic emencltdiabenenpnengnsitiipan 2.5 
Training installations 


United States support of the program has been at the following agree? per- 
centages, which are shown net of taxes inasmuch as the United States deducts 
host-country taxes prior to making a contribution: 














ouatont = 


a? 
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Estimated obligations and expenditures 


[Dollars in thousands] 


—— — — 








Fiscal year 1957 
Cumulative 


through F 
Fiscal year | July 1, 1956 | March 1 to Unliquidated 
1956 to February | June 30, 1957 Total obligations, 


June 30, 1957 


PE ensveswesnseddelseusse $469, 805 $46, 735 $28, 265 $75, 000 $137, 378 
ae ee 332, 427 40, 033 34, 967 7B, 060 Fu... caesiebbaiin 





























Program * 


[Dollars in thousands] 


Sn TRUCE: DOT on silk es ccmreshhcdig deepest tates aah etieaetinoninns oadecidota $547, 605 
nen): WOOP FOGG. xcicncmianisen ides wes bes aiid 69, 948 
SEES (NEIL ID: SEMIN TL ch ah nssioeeniivenisipciovinhienenedncisntet teaieanelingiaiicndaliidhaeiisadtiaiitn idaaap thawalgd ae alts 77, 800 
SUPER TOMBE, ROE Ri iceicayasininncsinuechinpssianinabsaitiiamsoniieneidiametasien pietbids hile 109, 400 


1Includes $140 million appropriated under military functions; excludes $51 million 
used for military public works (national use). 







Content of fiscal year 1958 program : 

Request I: Increased authorization of $220 million for United States partici- 
pation in international agreement to bring total authorization to $1 billion. 

Request II: Authorization to appropriate $331.9 million to bring total to $1 
billion. (Prior year authorization, $668.1 million, which includes total appreo- 
priations through fiscal year 1954 plus limitations of $321 million on fiscal year 
1955 and future year appropriations and excludes lapsed appropriations of 
$111.9 million.) 

Request III: Appropriation of $109.4 million for United States obligation in 
1958, leaving $254 million to be appropriated in subsequent years. 


Percent | Slice—Continued Percent 



































Congress has authorized, through fiscal year 1957, United States infrastruc- 
ture contributions to a total of $780 million. The progress of the program is 
illustrated by the following: 

1. Airfields —A total of 223 airfields have been programed for common fi- 
nancing through slice VII. As of September 30, 1956, 83 of these were substan- 
tially complete and 61 others usable in an emergency. It is estimated that many 
of the latter are now complete and an additional 16 usable in an emergency. 

2. Communications —392 projects have been programed and 223 were com- 
pleted at the end of 1956; 78 additional projects are expected to be completed in 
1957. 

3. POL storage and distribution.—The program totals over 5,000 miles of pipe- 
lines and 600 million gallons of storage. At the end of 1956, 2,900 miles of pipe- 
lines and 240 million gallons of storage were completed. Many of the pipelines 
now contain fuel and fuel has been placed in some of the storage in north- 
central and southern Europe. A major portion of the total system will be in 
operation by end 1957. 





PROPOSED FISCAL YEAR 1958 PROGRAM 





In August 1956, the North Atlantic Council agreed to the programing of addi- 
tional infrastructure over the next 4 years at a cost not to exceed $630 million. 
All nations, including the United States, agreed—subject to legislative action. 
A new cost-sharing agreement has been completed which reduces the United 
States contribution to approximately 34.7 percent, net of taxes. The 1957 slice 
VIII program of the new agreement is now being processed. This new 4-year 
program will be directed primarily at facilities necessary to survive an initial 
atomic attack and the first phases of an atomic war. Such urgent requirements 
as an early-warning system, a forward scatter command communications sys- 
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tem, and dispersal of airfields are contained in the first increment of the new 
4-year program. 

The Congress is requested to provide in fiscal year 1958: 

1. Additional infrastructure authorization in the amount of $210 million to 
support United States participation in the international agreement. 

2. Additional infrastructure authorization to appropriate funds in the amount 
of $331.9 million. This amount will be additive to the $321 million limitation 
now contained in section 104 (a) of the Mutual Security Act and the appropria- 
tions prior to fiscal year 1955. The effect of this increase will be to authorize 
appropriations to the amount of the overall United States infrastructure com- 
mitment of $1 billion. 

8. An appropriation of $109.4 million to cover estimated United States obliga- 
tions for fiscal year 1958 based on United States share of NATO Council au- 
thorization to commit funds. 

4. The following summarizes the status of the infrastructure program (dollars 
in thousands) : 


Current estimate of value, slices II through XI: 
Airfields 
Communications 
Petroleum, oil, and lubricants 
Naval bases 
War headquarters 
Training installation 


Estimated United States share of total 
Cumulative obligations June 30, 1956 
Estimated fiscal year 1957 obligation 


Remainder 
Estimated United States fiscal year 1958 appropriation requirement__ 
United States appropriation requirement after fiscal year 1958 


FISCAL YEAR 1958 BUDGET ESTIMATE 


Mr. Passman. The request for the NATO infrastructure for fiscal 
year 1958 is in what amount? 

Mr. Suaw. The estimated infrastructure program for fiscal year 
1958 is $109.4 million. 

Mr. PassMan. Does this represent an increase or a decrease from 
the amount available in fiscal year 1957? 

Mr. Suaw. That is an increase; an increase of $34 million. 


FISCAL YEAR 1957 APPROPRIATION 


Mr, Passman. What amount did the Congress allow for fiscal year 
1957 ? 

Mr. Suaw. I have a program shown here of $75 million, sir. I am 
not quite sure whether that was the maximum amount allowed by the 
Congress or not. 

Mr. Passman. What amount was appropriated for the fiscal year 
1957 total infrastructure program ? 

Mr. Saw. $67,500,000 of new money. Congress also reappropri- 
ated some prior-year funds. 


OBLIGATIONS 


Mr. Passman. How much of the amount was obligated during fiscal 
year 1957? AW qt 
Mr. Suaw. Total obligations were $75 million. 
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Mr. Passman, Is that figure an estimate or does it reflect firm obli- 
gations? 

Mr. Suaw. I think that that is probably pretty close to what will 
actually happen in fiscal year 1957. It is an estimate, of course. 

Mr. Passman. How do you explain the figure of $77,800,000 for 
fiscal year 1957 as set forth on page 17 of the justifications? 

Mr Suaw. The figure is an estimate of the program for fiscal year 
1957, including the new funds appropriated, and the reappropriated 
funds that were assigned to this project. 

Mr. Passman. In reality, the proposed program for fiscal year 1958 
is $109,400,000 ? 

Mr. Suaw. That is correct, sir. 

The United States cannot control unilaterally the rate of obligation 
of infrastructure moneys. It is the practice of NATO—and Congress 
has heretofore accepted an overall cost or limitation to the expendi- 
tures that will be made by the United States—the NATO organiza- 
tion itself determines the rate at which the construction under the 
authorization shall occur. 

Mr. Passman. Again referring to page 17 of the justifications for 
infrastructure, the justification indicates obligations of $75 million 
and the same amount for expenditures for fiscal year 1957. How 
ny has actually been obligated and expended during fiscal year 
1957 ? 

Mr. Suaw. The most recent figures we have show an obligation of 
$75 million and an expenditure of $86.6 million in fiscal year 1957. 

Mr. Passman. Mr. Shaw, are all of the other countries current with 
their contribution ? 

Mr. Suaw. In all instances, the infrastructure payments are being 
made promptly. 


BASIS FOR INCREASED BUDGET REQUEST 


Mr. Wiccteswortu. I would like to say it is not yet clear to me 
why you are asking an increase of $32 million here as compared to the 
present year. If you got along with $77 million in fiscal year 1957, 
and in fact obligated $75 million, why do you need $109,409,000 in 
fiscal year 1958 ? 

Mr. Suaw. Mr. Wigglesworth, cumulatively we have obligated $748 
million against the authorization of $780 million for infrastructure 
provided by the Congress. We will have expended, through fiscal year 
1958, $548 million against that statement of obligation. The United 
States still is required to agree with the NATO Infrastructure Com- 
mittee on the approvals or authorities to the host governments to 
instigate construction within approved programs. It is estimated by 
us, and their estimate may be incorrect but it is the best that we can 
provide, that $109 million will be provided for obligations in fiscal 
year 1958. 

Mr. WiceitEswortu. What is the basis of the estimate ? 

Mr. Suaw. It is simply that the infrastructure projects are ap- 
proved by the NATO Council. Then, the host countries go back to 
their countries and sites are selected, preliminary plans are made, and 
after all that preliminary work is done they have an appearance before 
the NATO Infrastructure Committee and request authority to com- 
mit funds. 





It is at that point in the operation that obligations occur. It is 
aa an accumulation of unstarted work which we expect to be 
ready for the commitment in fiscal year 1958. 


ESTIMATED OBLIGATIONS BY CATEGORY 


Mr. Wicereswortrn. Cannot you give this committee the benefit of 
the same information that you had in arriving at that conclusion ? 

Mr. Suaw. I certainly can, sir. 

Mr. Wiaciesworrn. I do not want it now. You can submit it for 
the record when you revise your remarks. I have read over the justi- 
fication hurriedly and I am frank to confess that it does not register in 
terms of an answer to the question that I propounded. 

Mr. Suaw. I think you would be happier with this breakout of the 
program, sir. You will notice this table shows we are operating by 
slices and that those slices or annual programs are broken down into 
major type projects. 

You will see the value of slice 2 to 7 and then in the same stub there 
is an estimated cost of slices 8 through 11. Our total cost of infra- 
structure is now being estimated at $2,599 million rather than the 
$1,968 million which the Congress of the United States has heretofore 
authorized. 

In this year’s legislation, we are requesting authority to increase the 
United States contribution to NATO infrastructure from $78 million 
to $1 billion. 

If you look at item “D” of the stub you will see that the United 
States share of the total cost is divided among the various project 
types for slices 2 through 7 and then the additional program that I 
have just spoken about ‘totaling $220 million distributed in the same 
way. This is what we are paying for under NATO infrastructure. 

Mr. Wieateswortn. What relationship has the $109 million or the 
$77.800,000 to this presentation of “slices” ? 

Mr. Suaw. It is our estimate of obligations or authority to host 
nations to instigate construction included in this list. 

Mr. Wiecieswortnu. How did you arrive at this estimate? I do not 
have any idea. 

Mr. Suaw. We arrived at it by advice from the NATO delegation 
in Paris, who are representing the United States on the NATO Coun- 
ciland on the NATO Infrastructure Committee. 

Mr. WiccrrsworrH. Do you know what this $109 million is going 
to be used for ? 

Mr. Suaw. Not specifically as to project, Mr. Wigglesworth. 

Mr. WiGGLESWworTH. Do you not think we are entitled to know that 
within reason, if we are going to put up $109 million ? 

Mr. Suaw. I can insert it in the record, a value-by-project type, 
which we think will be included in the $109 million requirement for 
obligations. Wecan do that. 

Mr. Wiceieswortu. You did not accept the list on faith? Some- 
body must have gone over and concurred in the basic figures by which 
you arrived at $109 million. 

Mr. Suaw. It is not faith. There is constant communication. 

Mr. Wieeteswortn. Off the record, please. 

(Discussion off the record.) 
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Mr. Suaw. Mr. Wigglesworth, we know that the obligations we 
predict will materialize, although not started, by approved projects in 
the infrastructure program. T can give you an estimate of the air- 
fields, signals, war headquarters and so on, that we think will be 
initiated in fiscal year 1958 which require a total of $109 million for 
obligations. 

Mr. WiceiteswortH. Why should there be a so much larger sum re- 
quired in 1958 than in 1957 ? 

Mr. Suaw. This is a very interesting thing to realize—the NATO 
countries although they agree at the Council table to the construction 
of certain projects required by the international military authorities— 
that it takes a considerable amount of time to acquire sites and to estab- 
lish plans in the detail which the NATO Council requires the Infra- 
structure Committee to have in its hands before they will allow that 
country to commit international funds. It is just the way the opera- 
tion works in Europe. 

Mr. WiceteswortH. You have given us some pretty general state- 
ments here. If there is any way that you can pinpoint things so that 
we can get a complete picture, I wish you would do so for the record. 

Mr. Snaw. Very well, sir. 

Mr. WiccieswortH. Frankly, it does not impress me, to date, as 
being based upon a very firm computation. 

Mr. Suaw. I am very sorry that I left you with that impression, sir. 
We think in military assistance that the NATO infrastructure pro- 
gram is one of the most important activities that our funds support. 
We will provide that for the record, sir. 

(The material referred to follows:) 
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Mr. Passman. Relative to the estimated obligation expenditures, 
shown for fiscal year 1950 to 1957 is a total of $547,605,000. 

Mr. Suaw. Yes, sir. 

Mr. Passman. What relationship does this chart have to this total ? 

Mr. Suaw. The chart that you have just received is a breakout of 
the total value of the program against which we are requesting funds. 
It does not tie directly into that figure. This figure of $547,605,000 
on page 17 is included in the total of the United States share of $1 
billion in the first column on the chart. 

Mr. Passman. If we look for the total cost from the Payments and 
Progress Committee as of December 31, 1956, this is shown with all of 
the totals. Would this amount to what has been given here on page 17 
where the entire program through 1957 is indicated at a total of 
$547,605,000 ? 

Mr. Suaw. The chart figures, of course, are in excess of that figure 
of $547 million, Mr. Chairman. The chart is a breakout of the $1 
billion program for infrastructure the United States has agreed to 
participate in. Mr. Chairman, may I make one short statement? 

Mr. Passman. Yes, sir. 

Mr. Suaw. Thank you, Mr. Chairman. 


ORDER AND RESERVATION PROCESS 


Mr. Suaw. This has to do with the order and reservation process 
authorized by Congress. 

The order and reservation process authorized by this committee has 
worked successfully. Military assistance appropriations are not ex- 
pended under this process until deliveries have been made, to assure 
the integrity of military assistance funds. The order system is grad- 
ually being expanded to include practically all materiel and services 
required by the program. Under this system, service appropriations 
are used to finance the operations and military assistance funds re- 
imburse the military appropriations at the time of delivery. If the 
Congress will appropriate military assistance funds on a no-year 
basis, the Department of Defense believes it can eliminate the reserva- 
tion process and transfer all the military assistance business to the 
military interagency procurement requisition (MIPR) process, which 
has been approved for business transcations among the Army, Navy, 
Air Force, and Marines. The Bureau of the Budget is finding the 
term “reservation” difficult to manage in the preparation of the Presi- 
dent’s annual budget. With no-year funds the military assistance 
operation could transfer to the MIPR system and dispense, in due 
time, with the reservation practice. 

If the Congress decides not to appropriate military assistance funds 
on a no-year basis, it is respectfully requested that reappropriation of 
unexpended balances, rather than unobligated balances, be authorized, 
in order to eliminate the costly practice of transferring prior-year ac- 
counts into the current fiscal year accounts. Appropriate language to 
accomplish this will be included in the appropriation bill. 

Mr. Passman. Mr. Murphy, I handed to you earlier in the after- 
noon a list of nations, and I believe you agreed to check and indicate 
the nations which are receiving some type of aid, either past, present, 
or future. By the latter, I refer to fiscal year 1958 economic aid, 
technical aid, or military aid. 
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Have you had an opportunity to check the list ? 
Mr. Mourpny. I have looked at the list, Mr. Chairman, and I will 
be glad to do that for you tomorrow. 

r. Passman. Please check the list, and then tomorrow morning 
may I go over the matter with you to determine if your list coincides 
with my list? 

Mr. Murpny. I will be glad to do that, sir. 

Mr. PassmMan. You are going to prepare the chart ? 
Mr. Murruy. Yes, sir. 

Mr. Passman. The committee stands adjourned. 


Turspay, Juty 2, 1957. 
DEVELOPMENT LOAN FUND 


WITNESSES 


HON. JOHN B. HOLLISTER, DIRECTOR, INTERNATIONAL COOPERA- 
TION ADMINISTRATION 

HON. DOUGLAS DILLON, DEPUTY UNDER SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS 

JOHN H. OHLY, ICA DEPUTY DIRECTOR FOR PROGRAM AND 
PLANNING 


Mr. PassMan. The committee will come to order. 

We are pleased to have present again the Honorable John B. Hol- 
lister, Director, International Cooperation Administration; also the 
Honorable Douglas Dillon, Deputy Under Secretary of State for Eco- 
nomic Affairs, and Mr. John H. Ohly, ICA Deputy Director for 
Program and Planning. 

Mr. Hollister, do you have a statement to the committee? 

Mr. Houuisrer. | have a short one I would like to read. 

Mr. PassMan. You may proceed. 


GENERAL STATEMENT 


Mr. Houutster. This deals with one aspect of the development 
loan fund. 
SIZE AND NECESSITY FOR FUND 


I believe we have given you a pretty good account of what the pro- 
posed fund is, how it will operate, and some of the problems which it 
is designed to overcome. ‘Today I would like to make just a few re- 
marks about the size of the fund which is being requested, and wh 
this much money is believed to be necessary. Mr. Dillon will tal 
about the proposed borrowing authority. 

We are asking for an appropriation of $500 million in fiscal year 
1958 and $750 million in each of the 2 ensuing fiscal years, to be 
financed through public debt authority. What evidence is there 
that these are the right amounts? 

In the first place, what are we doing in fiscal year 1957 of a de- 
velopmental nature? Although it is always difficult to tell exactly 
where development leaves off and another objective begins, such as 
strengthening the capacity of the economy to support a defense 
effort, we have estimated generally that taking grants and loans to- 





gether, we were financing developmental activities in 1957 in the 
neighborhood of $400 million. 

We are proposing that there be a gradual increase in our develop- 
mental effort to $500 million for 1958. In addition to the general 
desirability of accelerating the development process, there are two 
general types of things which the fund would emphasize for the first 
time and which, therefore, would probably call for an increase in the 
amounts of money being devoted to economic development. 


TYPES OF DEVELOPMENTAL LOANS 


® First, we would use the fund to concentrate on the development of 
the private sector of the economies of countries we wish to help. We 
would do this in several ways. We would lend directly or make 
guarantees to private businessmen who are prepared to invest their 
own resources, thereby multiplying the capital flowing into develop- 
pent and bringing in a crucially needed element—private managerial 
talents. 

We would lend to public industrial or agricultural development 
banks which in turn will make investment capital available to quali- 
fied private entrepreneurs and farmers. 

We would buy the obligations of new productive enterprises which 
can later be sold to private individuals, including obligations which 
upon such resale wend acquire equity voting rights. 

We would finance activities which support or supplement or im- 
prove opportunities for privately financed ventures. 

We would join with private capital in a single venture. 

For the most part, these are new in the mutural security program. 
They will require some additional money, but they will have a multi- 
plied effect in bringing private money to bear on this developmental 
job—and they will have the important effect of bringing private 
managerial talents into play, and of demonstrating to peoples who 
have had no experience with American capitalism the values of a 
successful free enterprise system. 

The second type of thing which we expect to be doing to an increas- 
ing extent with the fund is the joint financing of projects and programs 
with the existing public lending institutions, the Export-Import Bank 
and the IBRD and the IFC. 

For example, one of the existing public lending institutions might 
meet the foreign exchange costs of a project while the fund financed 
the purchase of commodities to generate part of the necessary local 
currency. In other cases, the fund might join existing public or 
private sources in the financing of mutually interdependent projects: 
For example, the fund might finance a hydroelectric powerplant and 
arrange for private investors to finance facilities for the use and dis- 
tribution of the resulting power. 

Thus, if we take our going rate of developmental financing and 
allow something for these two newly emphasized types of activities, 
the $500 million requested for fiscal year 1958 is a conservative figure. 


POTENTIAL LOAN APPLICATIONS 
Another way of judging whether we can justify this request is to 
S sins 4 | 


look at the number and size of potential loan applications for fiscal 
year 1958. I have here for distribution to the committee members a 
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list of such potential applications compiled by my staff on the basis 
of information already available in Washington. Undoubtedly there 
will be many applications received during 1958 for things which are 
not now known about in ICA’s Washington office. On the other 
hand, some of the things listed here may not be suitable for the fund, 
either because they will not yet be fully ready to move ahead during 
1958 or because we are able to secure financing for them from other 
sources such as the Export-Import Bank. 

The estimated amount of loans in this list of applications totals 
between $900 million and $1 billion. 

I don’t want to overemphasize the importance of this list of appli- 
cations, nor to leave the impression that we have made up our minds 
that we will approve these applications and not approve others. On 
the other hand, the list does serve two purposes: 

First, it illustrates the types of things which need to be done in the 
less developed countries. 

Secondly, by showing the number and size of activities now known 
about, it demonstrates that the $500 million being requested for fiscal 
year 1958 can be efficiently programmed in that year. 

I might add I have a chart here which will give you in visible form 
a few of the things I am going to cover in the next paragraph or so. 


AREA FROM WHICH LOAN APPLICATIONS ARE EXPECTED 


Let me point out a few things of interest about the list. As would 
be expected, we anticipate that the vast bulk of the applications will 
come from the huge Asian-African area extending from Korea on the 
northeast to Ghana on the southwest. 

Mr. Passman. Ghana is the new nation brought into being recently? 

Mr. Ho.uuister. Yes, sir. We expect a substantial number of 
these applications to fall in the field of industry—$400 million. For 
example, we think it likely that there will be applications for loans 
to industrial development banks of one kind or another in Turkey, 
Israel, Jordan, India, Taiwan, Korea, Philippines, Thailand, Vietnam, 
Ghana, and Liberia. 

Mr. Chairman, this chart shows roughly the potential loan applica- 
tions we have for fiscal year 1958. You see it runs $950 million. We 
have rounded out the figures. We have on the left the column allo- 
cated by the different spheres in which this financing might be car- 
ried on, and in the perpendicular columns we give the areas of the 
world in which the applications are shown, from where they come, 
with the totals on the mght. 

Mr. WiaeieswortH. And 75 percent of the total is for the Near 
East, south Asia, and the Far East. 

Mr. Houuisrer. Yes, sir; that follows the present pattern. 

Mr. Passman. What types of powerplants? 

Mr. Houusrer. They would be different types, a power dam, a 
distribution grid, it might be anything involving the use of power. 
It might be a thermal plant. 
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LOANS TO FOREIGN GOVERNMENTS FOR SOCIALIZING INDUSTRIES 


Mr. Passman. Would any of these countries be granted loans for 
socialized projects, such as for public power and telephone operations 
by the Government and not by private enterprise? 

Mr. Houuisrer. There would, I think, be some of that. 

Mr. Passman. Do we endorse a policy of such type in general? 

Mr. Houuister. When you say socialized—— 

Mr. Passman. I am referring to enterprises owned and operated by 
the Government, such as the telephone system in Great Britain. 

Mr. Ho.uister. There will undoubtedly be some loaning to govern- 
ments just as today. What we are trying to do everywhere is get this 
activity into the private sector if possible. There are a number of 
countries in the world where that is not possible because there are 
simply not the private sources with that kind of money and where 
the local situation is such, both in the way of the soundness of the Gov- 
ernment or the possibilities of the future, that private industry would 
not want to move in. 

Mr. PassmMan. Would we ever endorse a program socializing such 
functions in America? 

Mr. Houutster. I do not like the term “socializing” 

Mr. PassmMan. Owned and operated by the Goverment, the profit 
accruing to the Government. 

Mr. Ho.utster. We would do things undoubtedly in some of these 
countries which we would decry in this country, because in this coun- 
try we have plenty of private capital, able and willing and anxious 
to go into that field. 

Mr. PassMan. Since concessions are made to industry here, why 
should not that part of the loan be made to industry in those countries? 
The amount would be small as compared to what government puts 
into industry here. Why not recommend that free enterprise carry 
out the projects where this money would be used? 

Mr. Houutster. We are asking you to declare that free enterprise 
shall be used where possible. 

Mr. Passman. Would there be any inconsistency on the part of the 
policy of this country if we should grant loans to these countries to 
socialize, for example, the electric power industry when we would not 
tolerate such a policy in this country? 

Mr. Houutstrer. There would be, you say, an inconsistency in mak- 
ing a Government loan 

Mr. Passman. Endorsing a program for some foreign country of a 
type which we would refuse to undertake in our own country? 

Mir. Houuister. There would be no inconsistency. I shall explain 
that by repeating what I said a while ago, that in this country there is 
plenty of capital available and w illing and anxious to get into those 
fields, given proper encouragement. Everywhere we can around the 
world where we act we are going to encourage the same activity. 
There are, however, countries where it is impossible to enlist private 
capital in some of these areas. 

Mr. Passman. Could not the loans be made to private industry? 

Mr. Houutster. We will if we can, but there are some countries 

Mr. Passman. The Government would have to agree? 

Mr. Hou.isrer. I am preparing a memorandum to go to all our 
missions everywhere, pointing out to these governments with which 
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we are working that we do not expect to give them aid in areas where 
private capital can be enlisted to do the job adequately. 

Mr. Passman. Who will make the decisions? 

Mr. Houuistrmr. The final decision will have to be made by us in 
Washington. 

Mr. Passman. We did not withdraw aid from Great Britain. Are 
not the telephone and railroad companies in Great Britain Govern- 
ment owned? 

Mr. Houusrer. I believe they are both nationally controlled. 

Mr. Passman. You may proceed with your statement. 


LOANS FOR TRANSPORTATION AND COMMUNICATIONS SYSTEMS 


Mr. Houuister. The next largest fields of project activity are those 
of transportation and communications ($195 million) and power ($150 
million). Other fields include agriculture, health, education and 
sanitation, and natural resources. 

Although no comparable list has been drawn up for fiscal years 
1959 and 1960, we estimate that applications will be substantially 
higher in those years than in fiscal year 1958 as knowledge of our 
new appropriations grows. As a result, the amounts of money re- 
quested for those years show an orderly increase over fiscal year 1958. 


BASIS OF ESTIMATE FOR BORROWING AUTHORIZATION IN FISCAL 
YEARS 1959 AND 1960 


Mr. PassmMan. Although no comparable list has been prepared for 
fiscal years 1959 and 1960, does this mean there would be no program 
for those years, or that there may be a program and the money may 
be needed, and it would be convenient to have the funds available? 

Mr. Ho.uutster. We are not shooting in the dark. As each year 
develops, programs get nearer fruition and we know more about 
them. We have a chance to engineer them and study them. It is 
obvious we can be considerably more specific with respect to fiscal 
year 1958 than with respect to fiscal years 1959 and 1960. 

All indications are, from available information we have, that there 
are sound development projects which can be made available and 
which would pursue the foreign policy of the United States in these 
countries in which we are interested, of more than the amount which 
we are asking for for 1959 and 1960. 

Mr. Passman. In the event the recommendations of the administra- 
tion and its representatives should prevail, fiscal 1959 and 1960 would 
not be presented to this committee for consideration. May we ask 
at this time for what is it proposed to spend the $1.5 billion requested 
for fiscal 1959 and 1960? 


CONGRESSIONAL CONTROL OVER DEVELOPMENT LOAN FUND 


Mr. Houutstrer. Mr. Chairman, may I say that there will be pre- 
sented to this committee, if so desired by this committee, the plans of 
this organization in as good shape as they will be at this time next 
year or whenever this comes up for consideration. 

Mr. Passman. Why, then, is not the committee trusted, shall we 
say, for consideration of the appropriation at the appropriate time? 
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Mr. Houurster. We feel strongly—and it is the basis for this 
request for the development loan fund—that we can get better co- 
operation from these countries and sounder planning, if these countries 
have reasonable assurance that these funds will be available over a 
3-year period than if they must each year wait until late in the session, 
as unfortunately frequently happens. 

Mr. PassMan. Is your view to the effect that if you should return to 
the Appropriations Committee, there would be no assurance of ob- 
taining the money? Also, that the request is made so late in the year 
the commitments could not be made? 

Mr. Hou.ister. No, sir, I think the attempt should be made each 
year to have the matter early. 

Mr. Passman. How do you conclude the committee would have 
any control whatsoever if the program would be on a 3-year basis 
with authority to borrow the money rather than to have it appropriated 
by the Congress? Yet you assure us that the committee would be 
able to examine the program and veto any phase of it. It does not 
follow that there would be control at all, when the program would be 
planned on a 3-year basis. 

What if the Appropriations Committee should veto the plans which 
had been formulated for the years ahead? 

o Houusrer. If they should, they obviously could not be car- 
ried on. 

Mr. PassMaANn. The fiscal year 1958 portion of the program would 
require an appropriation act, and borrowing authority for the second 
and third years would be available only if not disapproved in the 
ieee act? 

r. Houuister. That is right. 

Mr. PassmMan. To what act do you refer? 

Mr. Houuister. Will you point out the reference? 

Mr. PassMaANn. Page 20 of this hastily prepared, proposed develop- 
ment pamphlet. 

Mr. Ho.utster. It was not hastily prepared. 

Mr. PassmMan. Why was not it made available before now? 

Mr. Ho.utster. You have had it for some time. 

Mr. Passman. I did not see it until yesterday afternoon. I 
should like to know when the members of the committee received 
this proposed development loan fund booklet, which is supposed to 
explain the program in detail. 

r. Narcuer. | saw it for the first time this morning. 

Mr. Denton. I saw it first within the last 5 minutes. 

Mr. Passman. With the responsibility of handling the bill, I did 
not know such a publication had been issued until yesterday afternoon. 

Mr. Houuister. Every single Member of Congress got a copy of 
this 2 or 3 weeks ago. 

Mr. Passman. This Member did not. 

Mr. Saccio. It was sent to all Congressmen, and a special distri- 
bution was made yesterday morning for this hearing. 

Mr. PassMan. Yesterday was the first time I or the committee 
knew anything about this publication. 

Mr. Houuister. We sent this to every Member of Congress 
something like 

Mr. Passman. A copy was handed me by the Comptroller yester- 
day afternoon, and he said, ‘‘Please take time to read this book 
tonight.” 
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Mr. Houuister. I ordered this distributed, and I assumed it had 
been. I am told it was distributed, and I would like to check some 
of the Members’ offices to see if they did not get it. If not, 1 apologize. 

Mr. Passman. You do not need to apologize. I shall not ask fur- 
ther questions until you finish. 

Mr. Houutster. | can answer your question now. 


OPPORTUNITY FOR CONGRESSIONAL REVIEW OF DEVELOPMENT 
LOAN FUND OPERATIONS 


There will be an opportunity for this committee to act each year. 
This committee will have presented to it the business budget of this 
organization in the same way in which the Export-Import Bank now 
presents its business budget. That is under the Corporations Control 
Act. At that time this committee may act affirmatively in its report 
to the House. 

Mr. Denton. That would take both Houses to knock it out, both 
Houses to veto this expenditure, and not just one. 

Mr. Houutster. It would need congressional action. 

Mr. Taser. It would have to be in the appropriation bill. 

Mr. Hotutster. It would take affirmative action by the Congress 
to veto this; that is correct. 

Mr. Passman. In your opinion, then, if the Appropriations Com- 
mittee should write a provision prohibitng this, you do not think it 
would be subject to a point of order, inasmuch as you have stressed 
the fact that the committee would have the veto power? 

Mr. Houutster. You mean if the Appropriations Committee 
should 

Mr. Passman. If, at some subsequent date, such a provision should 
be written, what effect would it have after the money had already 
been borrowed from the Treasury? 

Mr. Houutster. I would not want to answer that. 

Mr. Passman. Do you wish to proceed with your statement? 





USE OF OTHER FUNDS FOR FINANCING DEVELOPMENT LOAN FUND 


Mr. Ho.utsrer. Closely related to the question, ‘How much do we 
need in the fund,” is the question of whether we can substitute other 
resources for the dollars that we are seeking for the fund. The re- 
sources which, it has been suggested, could substitute for the requested 
development fund fall into two categories: First, repayments on debts 
owed the United States. Second, sales of surplus farm commodities 
under Public Law 480. As to debt repayments, we have, in response 
to a request by Congressman Fulton, of the House Foreign Affairs 
Committee, done an analysis of these repayments and find that there 
are about $300 million a year of such repayments that could be sub- 
stituted to that extent for the money being requested for the fund, 
but to do so would, in the opinion of the executive branch, be bad 
fiscal practice. 

It has generally been felt it is unwise to take payments received from 
loans made for other purposes to be paid into a fund for a different 
purpose. As far as this operation is concerned, we would have, 
obviously, no objection as long as the funds we requested are made 
available. We do believe that, before anything of that kind should 
be considered, the Treasury’s position should be fully studied. 
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Mr. PassMan. Is not it a fact that, under the proposed legislation, 
Public Law 480, in the military there is $175 million, as well as the 
various other programs, and all of these agencies would be receiving 
this foreign currency by the bale, figuratively, so there would be no 
need for any such action? 

Mr. Houutster. I do not know what you mean, sir. 

Mr. Passman. There are so many different loan programs where 
foreign currencies are accruing. Why transfer it when other agencies 
are also involved? 

7 Houurstrer. We do not think it should be transferred into this 
fund. 

Mr. PassMAN. Kindly proceed with your statement. 


CONSIDERATION GIVEN TO USE OF PUBLIC LAW 480 FUNDS 


Mr. Houutster. As to the operations of Public Law 480, I would 
like to say that I have spent a great deal of time this past year in 
making sure that the request which you have before you for mutual 
security funds, was reduced by the amount to which Public Law 480 
would substitute for such mutual security funds. Public Law 480; 
in certain limited instances, can substitute for development funds. 
It can do this only when 1 of 2 conditions is present: First, when 
the commodities sold under Public Law 480 meet an import require- 
ment in a country where such a requirement would otherwise have to 
be met with aid funds in order to achieve United States objectives; or 
second, when the local currencies generated by the sale of such com- 
modities meet a need for local currency to finance economic develop- 
ment, which would otherwise have to be met with mutual security 
funds in order to achieve our objectives. The type of help you can 
get out of Public Law 480 depends on the country you are dealing 
with and the type of thing you are trying to do. Public Law 480 
will not help supply arms and ammunition, technicians, or capital 
imports, and in some of the countries where Public Law 480 sales 
have been made, no development program would have been financed 
in any case under the mutual security program. Most countries’ 
main problem is to get the foreign exchange needed to pay for the 
imports they have to have. Most of them can take care of local cur- 
rency costs of development by internal borrowings, taxation, or cur- 
rency expansion. In other words, most of the substitution which 
can be achieved through Public Law 480 is in the form of the imported 
commodities themselves. 

I think there will be benefit in a number of countries from Public 
Law 480. Where permitted by the language of Public Law 480— 
which is careful to protect the regular sales by the United States against 
being displaced and to protect world prices from being unduly af- 
fected—we can expect some modest foreign exchange benefits—that 
is, the savlnabvinel commodities being imported under Public Law 
480 will meet needs that would otherwise have had to be paid for in 
foreign exchange, thereby releasing some foreign exchange for use in 
the development program of the country. 

There are a few cases where local currencies loaned back to a 
country may supplement additional dollar-financed development 
activity. 
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In summary, Public Law 480 in a few cases substitutes for dollar- 
financed commodity buying and in others, supplements what is done 
under the mutual security program. 

In any event, in making the estimate for the entire mutual security 
program, including the development fund, we have already taken ac- 
count of the effects of Public Law 480 transactions. 

In conclusion, I would like to return to the total magnitude of 
money being requested under the development loan fund. 


NECESSITY FOR DEVELOPMENT LOAN FUND 


In my own view, the most important single reason why the Congress 
ought to make available the $500 million for 1958 plus the $750 million 
each for 1959 and 1960 is this: The effect of such a request by the 
executive branch if approved by the Congress—this answers the 
question you asked awhile ago—-will be to say to the rest of the world 
that the United States means business in helping with the develop- 
ment process. Such an action will say to our friends that our willing- 
ness to loan the necessary resources is not just a 1-year willingness 
and that the means to back up our position are available. This, in 
my view, is the most important achievement which can be made by 
the new development loan fund. 

Mr. Passman. I think no country could claim the United States is 
unwilling to help. This program has been growing bigger and broader, 
with tens of billions of dollars given for aid, now into 67 of the 87 
nations of the world. 

Mr. Gary. Will the gentleman yield? 

Mr. PassMAn. Yes. 

Mr. Gary. If, after all these years that we have been helping with 
this development process, we have to do something now to say to the 
rest of the world that we mean business, then I think this whole 
foreign aid program has been a complete failure and it is time to 
abandon it. 

Mr. Passman. I concur completely with the former chairman of 
this subcommittee. 


LACK OF JUSTIFICATION DATA 


Referring to page 53 of the mutual security program nonregional 
book, it is about the blankest piece of paper ever presented to this 
committee for $500 million. We shall insert page 53 in the record at 
this point. 

(The information referred to follows:) 
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Mr. Houuister. Mr. Chairman, you are referring to the fact that 
with respect to the development loan fund, there is in the presentation 
book no breakdown by countries, no illustrative program. 

We have tried to point out that similar to the activities of the 
Export-Import Bank, we are particularly anxious to get away from 
making country programs out of the development loan fund. We 
have given the reasons, which we will be glad to give again, as to 
why we think that is unwise. 

I have here a memorandum which has been distributed to the mem- 
bers of the committee, which memorandum covers various types of 
activities which we would expect to cover in the development fund. 

Mr. Passman. I do not think it is pertinent to compare this pro- 
gram to the Export-Import Bank. There is no relationship whatso- 
ever between the two, other than the manner in which the capital 
account is established. The types of loans are as unrelated as could 
possibly be. 

Mr. Houutster. I agree entirely. 

Mr. Passman. Then why compare the proposed program. to 
the Export-Import Bank? 

Mr. Houuister. We are comparing it not from the point of view 
of soundness of the type of loans, but from the point of view of 
method of operation. 

Mr. Passman. The system of getting the money is the main 
consideration? 

Mr. Houuister. Yes, sir, and reporting on it. 

Mr. Passman. I am pleased you concur that the proposed program 
has no relationship to the Export-Import Bank other than the manner 
in which the money is set up. 

Mr. Houuister. They perform different functions in different 
fields. 

Mr. Passman. The Export-Import Bank makes loans which it 
expects to be repaid. 

Mr. Houuister. We are hopeful in working in this area that we 
will be able to collaborate with them in a number of places by joining 
in loans they may make, just as we would hope to do it with respect 


to the World Bank. 
POTENTIAL LOAN APPLICATIONS IN FISCAL YEAR 1958 


Mr. PassmMan. Would you like to have this inserted in the record? 
Mr. Houuister. Yes, sir. It is an answer to a certain extent—— 
Mr. Passman. This is secret and confidential? 

Mr. Houuister. This is classified. 

Mr. Passman. We have not been given much information on this 
proposed program. How about inserting in the record the part of 
this information which is not classified? 

Mr. Murpuy. We will check it, and if there is any part that can 
be inserted, we will. 

Mr. Houustrer. It coincides with the chart. 

Mr. PassmMan. Could items of these worldwide WPA projects be 
inserted without the chart? 

Mr. Houuister. This agrees with the figures on this chart. 

Mr. Passman. Is that data classified? 

Mr. Houuster. No, sir. We will insert the table. 

(The table referred to is as follows:) 
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Potential loan applications in fiscal year 1958 (by area and types of activity) 


[Millions of dollars] 





Near | 
| East and | Far East} Africa Latin | Europe | Total, all 
south America | areas 

Asia | 
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Electric power- sont te 
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Mr. Passman. This is a kind of worldwide WPA? Would not that 
be an apt designation? 

Mr. Houuister. No, sir. 

Mr. Denton. RFC. 

Mr. Passman. The RFC operated at a profit. This operation will 
not be at a profit. 

Mr. Ho.uisrer. Let me distinguish the two types of activity. You 
made a comparison to WPA. As I rembmber it, WPA was for the 
purpose of putting people to work. 

Mr. Passman. The Works Progress Administration was the label. 

Mr. Hotuster. WPA we called it.. That was for the purpose of 
putting people to work in time of hardship. 


PURPOSE OF DEVELOPMENT LOAN FUND 


The purpose of this development loan fund is to try to improve the 
economic situation in these countries in which we have an interest and 
try to make it possible to get them off our backs, so that in the future 
the taxpayers’ money w ill not have to be spent in these areas. 

Mr. Passman. Have not we been accomplishing such a purpose for 
the past 10 years under the various programs of economic aid? 

Mr. Houuister. Yes, sir. 

Mr. Passman. Why a different program now? 

Mr. Houuister. Because we are trying to improve the program, 
and we believe this is a definite improvement. In work of this kind 
there can be improvement continually. We have to face this ques- 
tion: Do we or do we not expect to continue in this world activity to 
combat the danger which we believe international communism pre- 
sents to us? We want to do it the best way we can. 

Mr. Passman. There is a difference of opinion as to whether this 
is a sound approach. 

Mr. Ho.uister. Yes. 


HOUSE FOREIGN AFFAIRS COMMITTEE ACTION ON AUTHORIZATION BILL 


Mr. Passman. The Foreign Affairs Committee of the House on June 
29, according to this newspaper clipping, “Held new economic loan 
fund to 1 year, $500 million authorization.”’ 

Then, on July 1, ‘‘Friday’s action on foreign assistance reversed 
17 to 10.” 
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Now I understand there is a possibility of the committee being 
called back in session to give those who were absent when the decision 
was reversed an opportunity to vote on the new proposal. Certainly 
there is a difference of opinion. 

Mr. Houuster. Might I point out if they did that and all the 5 
that were not there yesterday voted the other way, it would still be 
carried 17 to 15. 

Mr. Passman. That is, if the pressures were not let up? 

Mr. Hoututster. You would not expect me to answer that. 

Mr. Passman. I am not saying you participated, but some person, 
or persons, must have exerted great pressure. 

Mr. Houuister. The vote was a clear majority of the full committee, 

Mr. Passman. When the position was reversed 48 hours after what 
had been regarded as a definite position? 

Mr. Houutster. I think the bill was finally reported 22 to 6. 

Mr. Passman. The newspapers reported 17 to 10. I am referring 
to the development loan program. 

Mr. Houutster. I believe that was the. motion to reconsider, but 
I am not certain. 

Mr. Passman. Was not the position reversed from Friday to 
Mondav? 

Mr. Houuster. Yes, sir, on Friday they had only a bare quorum 
present. 

Mr. Passman. But, of course, on Monday when the position was 
reversed, there was a majority? 

Mr. Ho.uster. They had 27 people present and the vote was 17 
to 10, I believe, on that 1 item. The final vote under which the 
bill was reported, I believe, was 22 to 6. 

Mr. Passman. Would not this indicate some changed their position 
from Friday to Monday? 

Mr. Houuister. Not necessarily. 

Mr. Passman. It would not? 

Mr. Ho.uster. No, sir. 

Mr. PassmMan. Then at first there was absence of a sufficient 
number? 

Mr. Hotutster. It might be a change of position and it might be 
absences. 

Mr. Passman. Somewhere along the line this subcommittee is 
going to have to give thought to the appropriations phase of this 
proposal. 

Mr. Ho.ustrer. That was in the committee, of course. 


LOANS IN FISCAL YEAR 1957 SIMILAR TO PROPOSED DEVELOPMENT LOAN 
FUND OPERATIONS 


Mr. Passman. How much was loaned during fiscal 1957 for the 
purpose far which the development loan fund is proposed to be used 
during fiscal 1958? 

Mr. Houutster. The total amount loaned all together is about $330 
million to $340 million. 

Mr. Passman. That is not the information requested. How much 
was loaned during fiscal year 1957 for the purpose for which the 
development loan fund is proposed to be used during fiscal 1958? 

Mr. Houustrer. I would have to make an estimate of that, Mr. 
Chairman, and give it to you later. 
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Mr. Passman. What would be a fair estimate? 

Mr. Houutster. In the defense support area there was $212 million 
loaned; in the development assistance area, $118 million; in the mili- 
tary assistance area, $10 million. 

Mr. Passman. Are not the items being put all together? 

Mr. Hoxuister. I am telling you the totals. But let me point this 
out. 

Of the $212 million which we called defense support last year, a 
certain amount of that was really in the development area. 

Mr. Passman. Defense support, of course, is not in this program 
this year. 

Mr. Houuistrer. We are changing. 

Mr. Passman. Defense support is in military and would not qualify 
under this loan fund? 

Mr. Houuistrer. You asked a question, and I am doing my best 
to answer it. You asked what was loaned in 1957 in the develop- 
ment area. 

Mr. Taser. If you have it, give us the countries also. 

Mr. HouutsterR. Defense support in 1957 not only included the 
kind of defense support which we are going to have in 1958, but also 
had in it a certain substantial amount of development activity be- 
cause prior to 1958, up through the current year, when we talked 
about defense support we have talked about every kind of aid that 
was given outside of technical assistance, which went to countries 
with which we had military alliances. 

Some of that activity was in the development field. What we are 
trying to do next year is to show the essential differences between the 
new meaning of defense support, which is that activity directed 
toward actual military assistance, and that part of defense support 
prior to the change which was development activity. 

So when you ask me what we did in 1957, I must point out to you 
we must not only include the figures which appear under development 
assistance, but also a substantial amount of the figures that appeared 
in 1957 in the category of defense support. 

Mr. Passman. That will be for a total of $330 million? 

Mr. Houuisrer. I will have to get a reconciliation of these figures 
which have just been handed to me, which are probably more up to 
date than the ones in the book. 

Mr. Passman. Are you privileged to inform the committee about 
these figures? 

Mr. Houutster. I have a memorandum which gives by areas 
development assistance and defense support, but it does not help 
much because they do not break down the defense support. 

Mr. Passman. If we have development assistance and leave out 
defense support 

Mr. Houutster. There is a certain essential part of the defense 
support work we did in 1957 which was really in the development area. 
Figures for development assistance in 1957 are $182.4 million. That 
does not agree with the figures on page 60 of the book, which was 
written several months ago. I shall have to get a reconciliation of 
that for you. 

May I add that the kind of thing which will be done by the develop- 
ment loan fund will be represented not only by that figure but by a 
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substantial amount of the loan activity which was carried on under 
the heading of defense support during the current year. 

So that to go back to your original question of how much of the 
kind of thing we expect to do in this fund in 1958 was re presented by 
activity in 1957, I must point out to you that it is greatly in excess of 
the amount which appears officially for 1957 as deve lopment assistance, 

Mr. Passman. Would not this fact reduce the amount of money 

needed for fiscal 1958? So much of the program is being transferred 
to defense support, leaving the development program standing alone, 

Mr. Houuister. No, sir. You see, we had originally planned to 
ask for defense support for fiscal 1958 of some thing over $1.1 billion. 
Because of this change, we cut our request for defense support down 
to $900 million. The Senate in turn has cut that by $100 million, 
and the House Foreign Affairs Committee cut that by another $100 
million. 

So that at the present time the status of this legislation is that the 
figure has been cut in the House authorizing committee to $700 million 
from the $1.1 billion we had tentatively planned to ask for this year. 

Mr. Passman. But that would not apply to this program for fiscal 
1958 because the defense support has been transferred to military. 

Mr. Houutsrer. Yes, but in transferring that to military we as- 
sumed there would be a substantial part of what had previously been 
defense support which we will not put under the development loan 
fund. 

Mr. Passman. Under the development loan program as such last 
fiscal year there was a total of $188 million. 

It is only fair that you be given an opportunity to reconcile these 
figures and insert the data in the record. 

What would be the total amount of grants and loans under this 
specific fund? 

Mr. Houutster. This memorandum states that the total kind of 
activities carried on in the current year 1957, both in the loan and 
grant area, which are similar to the kind of thing we would expect to 
do in 1958, amount to $415 million. We are asking for $500 million 
for the coming year. 

Mr. Passman. For grants and loans combined? 

Mr. Houustrer. Yes. Most was loaned but there was some grant. 

Mr. Passman. There will be some grant aid in the 1958 program? 

Mr. Houutstur. Not under the development loan program. 

Mr. Passman. A different program? 

Mr. Houutstrer. To the extent grant money might be necessary 
and is not in the defense support area it would have to be covered 
by special assistance funds which we are also requesting. 


MUTUAL ASSISTANCE PROGRAMS OTHER THAN MILITARY 
ASSISTANCE 


Mr. Passman. There will be four programs? 

Mr. Houutstrer. May I simplify it as well as I can. ‘Taking away 
the hard goods and training, the so-called military assistance side o 
it, the request for fiscal 1958 drops into four areas: 

The defense support, which is the activity carried on in countries 
where we have military assistance programs, which is really directly 
involved in the military effort; 
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Second, the development loan fund, which we are particularly dis- 
cussing this morning; 

Third, the technical assistance, about which you are all familiar, 
and which has been carried on rather suc cessfully for a good many 

ears; 
. Fourth, the special assistance program, $100 million of which we 
have already tentatively planned for the coming year, and $200 mil- 
lion of which we are asking for as a reserve fund, an emergency fund, 
or whatever you want to call it, to handle the various things which 
do not drop into other categories ‘and which may develop in the course 
of the coming year. 


TYPES OF CONTEMPLATED PROJECTS 


Mr. Passman. I find one sheet with considerable information. 
It is marked secret, so I cannot name the country, but some projects 
would be: Potash production, valley plan, deep sea potash extraction, 
valley irrigation, border highway development, rural water supply, 
regional highway links , railway link, telephone, telegraph and wire- 
less, industrial district, electric power, valley irrigation, valley land 
program. 

Some further projects: Town potable water facilities, lumbering 
units, irrigation dams, water and sewage, barges for cement transpor- 
tation, logging development, fisheries development, chemicals and 
plastics development, base expansion, sugar mills, aluminum com- 
panies, iron works. 

Then there are: Power transmission lines and highways, ports and 
harbors, ae pulp plant, telecommunications, roads, municipal 
water supply, universities. 

We are 1 ee to have present Mr. Dillon, former Ambassador to 
France. Do you have a general statement, Mr. Secretary? 

Mr. Ditton. Yes, Mr. Chairman, if you please. 


STATEMENT OF Deputy UNDER SECRETARY OF STATE FOR 
Economic AFFAIRS 


As Mr. Hollister mentioned in his statement, I would like to talk 
to you today about the proposed borrowing authority for fiscal year 
1959 and fiscal year 1960. 

There are several questions about this authority which I would like 
to try to answer: 

First, what is its importance to our foreign policy objectives? 

Second, how will it affect the fund’s operations? 

Third, how will it affect congressional control? 


NEED FOR A DEVELOPMENT LOAN FUND 


In answering the first question, I think we have to begin by con- 
sidering why the proposal for a development loan fund is made at all. 

The less developed areas are now the central battlefield in the 
struggle between freedom and international communism. 

The Soviet leaders have recognized that the future of the world is 
bound up in the decision that will be made by these peoples. They 
are making an all-out effort, including substantial financial assistance, 
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to instill the idea that only through communism can rapid economic 
growth be achieved. 

To convince the less developed countries that progress can be 
achieved in freedom, we must provide assurance that we will help 
and that our help will be available on a long-term basis—that it is 
dependable and can be relied upon. Only with this assurance, can 
we give these peoples the confidence which they need to tackle their 
problems effectively, through democratic methods, and in association 
with the free world. 

Our program of development assistance in the less developed areas, 
including the assurance of continuity, can thus be a vital instrument 
in the crucial struggle to determine the future of the billion free people 
of Asia and Africa, who are now demanding economic progress, 
Knowledge that the United States has established this program on a 
more permanent basis than annual appropriations will be of inesti- 
mable value to the United States in its contest for these areas with 
international communism. 

The question which confronts us is how we can best provide this 
assurance in a program which is fitted to our foreign policy needs, 
and yet which allows proper controls by the United States Govern- 
ment in both the executive and the legislative branches. 

To meet this need, we propose the establishment of a development 
loan fund. I thought it might be helpful now to outline how the 
executive branch came to the conclusion that future borrowing au- 
thority is necessary if the fund is to achieve its purpose. 

When the Secretary of State testified in support of the mutual 
security program last year, he promised the Congress that the exec- 
utive branch would make a thorough-going review of that program 
before the next mutual security bill was prepared. 

As part of that review, we considered whether present procedures 
were an effective method of providing development financing. We 
began by examining the findings of other studies which had been carried 
out for the executive branch and the Congress and by able private 
groups. 

We found that, almost without exception, these studies agreed that 
present procedures, based on annual appropriations and illustrative 
country programs, were not the most effective method of dealing with 
a long-term problem like economic development. The reasons which 
these studies presented for this conclusion were twofold: 

In the first place, they agreed that under present procedures the 
United States could not plan ahead for the most efficient use of its 
financing, as any sound enterprise should. 

In a particularly careful study for the Senate, the Brookings Insti- 
tute reported that annual appropriation procedures result in— 
“continued improvisation with regard to personnel, difficult negotiating positions 
for the administrators as they must deal with other countries, and programing 
that must concentrate on the short run and is severely handicapped in reaping the 
benefits of long-range planning and large projects.” 

In the second place, many of these studies concluded that present 
procedures make it difficult to stimulate the receiving countries to 
more effective self-help. 

Reports for the Senate special committee studying foreign aid 
pointed out that less developed countries will be reluctant to under- 
take long-term projects or programs which depend on outside assist- 
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ance unless they are confident that this assistance will be available 
over a period of years. Otherwise, they tend to use their resources 
and our aid for short-term purposes, which may not be those most 
needed. 

Other studies stressed the necessity of providing these countries 
with the greatest practicable incentive to plan ahead, to mobilize 
their resources, to make the necessary engineering surveys (which 
are often expensive) ; in short, to make the most effective use of their 
resources and of our help. We cannot convincingly create that 
incentive unless we can provide an assurance of a continuing willing- 
ness and capacity to provide needed help. 

The conclusions of these various studies were summarized by the 
committee of the National Planning Association which considered this 

roblem under the leadership of Mr. Frank Altschul, chairman of the 

ard of the General American Investors Co.: 

Hitherto, continuation of foreign aid has required annual renewal of author- 
ization and appropriation * * *. These uncertainties and delays have made it 
virtually impossible for either the administering United States agency or the 
recipient countries to plan intelligently ahead, to program the most economical 
use of their resources over time, or to employ efficiently the limited number of 
technically trained people available. 

Our own experience indicates two further disadvantages of trying 
to finance economic development through annual procedures. 

One disadvantage relates to the illustrative country programs which 
we prepare under present annual procedures. These programs show 
how much money we expect to spend in different countries, and for 
what purposes, during the next fiscal year. These programs generally 
have to be drawn up a long time beforehand. 

When the fiscal year in question comes around, we may find that 
some of the projects included in these programs are not being suffici- 
ently well executed to qualify for financing. We may want to drop 
these projects, and either reduce the receiving country’s allocation or 
adopt other projects that look more promising. 

In the meantime, however, the receiving country has generally 
learned of the illustrative allocation. If we change the allocation, 
this creates serious difficulties in our relations with that country. 

Furthermore; the fact that we prepare advance overall allocations 
encourages the receiving countries to try to influence these alloca- 
tions by political arguments rather than by presenting economic 
proposals which might bear on particular projects or programs. 

If our development financing is to be provided on a businesslike 
basis, it seems essential to provide it through procedures which 
emphasize economic rather than political considerations. To do this, 
we concluded that we should move toward the practices which have 
been followed by the Export-Import Bank and the World Bank. 

Not being dependent on annual appropriations, these banks can 
provide financing as and when sound projects or programs are forth- 
coming. They can pass on the projects individually, making as many 
studies as may be necessary to reach a sound judgment. They do 
not have each year to try to rush these studies through to completion, 
in order to predict how much money they will lend during the next 
year to every potential borrower—and for what projects. 

In this way, they can place greater responsibility where it belongs— 
on the borrowing country. In this way, they can offer that country a 
convincing assurance that if—and only if—it comes forward with 
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sound proposals can it reasonably expect to qualify for continuing 
financing. In this way, they can insure that the level and allocation 
of our financing corresponds to the current most effective opportuni- 
ties for its use. 

It was clear to us, however, that these were advantages which we 
could not realize so long as our development financing was based on 
annual appropriations and illustrative country programs. 

This posed a natural question: If most domestic programs could 
be effectively carried out through these procedures, why couldn’t this 
also be done in the case of foreign programs? 

The answer, we concluded, lay in the fact that these were foreign 
programs. We could not control—and hence we could not necessarily 
predict—the actions of foreign peoples. 

If the receiving country were a subsidiary of our Government, like 
the Army Corps of Engineers, then we could know that a given proj- 
ect would be well planned and well carried out and would warrant 
the allocation of so much money in a given period of time. When we 
were dealing with independent countries, which were free to make 
their own mistakes, we could not have that assurance. If we act as 
though we did—by making overall annual country allocations in ad- 
vance—we deprive ourselves of the ability to respond to changing 
conditions and to reward or penalize good or bad performance. This 
ability seems essential to an effective lending institution. 

The other disadvantage of annual procedures which we have felt 
was important concerned the relation of our development financing 
to that being provided by private investors and existing lending 
agencies. 

We wanted our development financing to be provided in such a 
way as to increase the flow of private investment and of lending by 
the World Bank and Export-Import Bank. By working closely with 
these other financing sources, we should eventually be able to reduce 
the requirement for our own financing. 

Close working arrangements with private investors or with the banks 
would depend, however, on our being able to provide them with con- 
vincing assurance that we would see our part of the task through to 
completion. It is difficult, and sometimes impossible, to give that 
assurance under present procedures. 

For all these reasons, the President decided to request the Congress 
to establish a development loan fund which would have an appropria- 
tion for fiscal year 1958 and borrowing authority for the fiscal years 
1959 and 1960. 

Borrowing authority was chosen as the means of providing assur- 
ance of future resources because it was suited to the character of the 
fund as a lending agency. It has been used to capitalize virtually all 
governmental lending agencies. 

Many of these agencies were—like the fund—thought of as high-risk 
operations when they were first undertaken. This was because they 
were—like the fund—intended to provide loans that could not be 
secured from existing institutions. 

These agencies’ loans contributed, however, to increased produc- 
tion. As a result of this increased production, their loans were 
eventually repaid. 

We believe that the development loan fund will also be repaid. 
And we believe that local currencies in which it may be largely 
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repaid can increasingly be used to acquire resources of value to the 
United States, as the borrowing countries’ development goes forward. 
We believe, therefore, that borrowing authority is an appropriate way 
to finance the fund’s operations. 

Without the assurance of future resources conveyed by this author- 
ity, the fund would be nothing but a new name for continuing the 

resent annual system of development assistance, with all the defects 
that it embodies. 

With this assurance, the fund will be able to provide our develop- 
ment financing on a sound and businesslike basis. 

The third question which I had intended to handle deals with 
congressional control, but, inasmuch as you have already taken that 
subject up with Mr. Hollister, I think I might just skip it. 

Mr. Chairman, if permissible, I will submit the balance of my 
statement for the record. 

Mr. PassmMan. Very well. 

(The remainder of the statement referred to follows:) 


CONGRESSIONAL CoNTROL OvEeR Funp OPERATIONS 


I turn now to the third question: How the proposed change would affect con- 
gressional control. Mr. Hollister has written this committee a letter which deals 
with this question in some detail. My remarks will, therefore, be brief. 

We specifically designed the proposed method of capitalizing the fund so as to 
provide for continuing and effective congressional control. ‘To this end, we in- 
serted three provisions in the bill to which I would particularly like to draw your 
attention. 

In the first place, the executive branch has proposed authorinizg legislation 
which explicitly provides an opportunity for your committee to recommend cut- 
ting out the borrowing authority entirely—even though it may be provided for 
in the authorizing act. We hope you will not do this, and we urge you to retain 
the authority. But nevertheless we felt your committee, as well as the authoriz- 
ing committee, should have an opportunity to pass on this new provision. 

In the second place, the executive branch explicitly stated in the bill that none 
of the funds authorized to be borrowed in fiscal year 1959 or fiscal year 1960 could 
be obligated until these years came around. ‘This provision is to ensure that the 
Congress would not have to commit beyond the control of the Congress more than 
1 year’s resources to the fund at any one time. Thus, if the Congress decided 
in fiscal year 1958 to curtail or eliminate the fund’s projected operations for fiscal 
year 1959 or fiscal year 1960, it could do so and the money which the fund was 
authorized to borrow in those years would still be on hand. 

In the third place, the executive branch specifically provided in the bill that the 
fund would have to submit a business-type budget each year to the Congress, in 
accordance with the Government Corporation Control Act. This provision was 
put in, even though the fund was not to be incorporated, because the executive 
branch believed that the Congress should have the powers defined in that act. 

In its business-type budget, the fund would set forth the scale of its expected 
activities for the ensuing year. Under established practices that budget would be 
referred to the Appropriations Committees for review. On the basis of their review, 
these committees could recommend to the Congress any limitation on the fund’s 
use of its resources which they believed desirable. The Congress could then, if it 
wished, enact such a limitation. 

This would mean that in providing the fund with borrowing authority for fiscal 
year 1959 and 1960, the Congress would not be surrendering its control over the 
fund’s resources for those years. It could act at any time in the future, in the 
process of passing on the fund’s business-type budget, effectively to recover those 
resources. 

The three provisions which I have described would thus, we believe, both pro- 
vide a basis for effective operation of the fund and permit the Congress to make 
any future changes in its operations which are shown to be needed by unfolding 
experience. 
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CONGRESSIONAL CONTROL OVER OPERATIONS OF THE DEVELOPMENT 
LOAN FUND 


Mr. Taser. I would like to have you read for the benefit of the 
committee that part which begins with ‘‘in the second place,” at the 
bottom of page 11. | 

Mr. Di..o0n (reading): 

In the second place, the executive branch explicitly stated in the bill that none 
of the funds authorized to be borrowed in fiscal year 1959 or fiscal year 1960 
could be obligated until these years came around. This provision is to insure 
that the Congress would not have to commit beyond the control of the Congress, 
more than 1 year’s resources to the fund at any one time. Thus, if the Congress 
decided in fiscal year 1958 to curtail or eliminate the fund’s projected operations 
for fiscal year 1959 or fiscal year 1960, it could do so, and the money which the 


fund was authorized to borrow in those years would still be on hand. 

Mr. Taser. It seems to me that that answers completely the 
argument in favor of the 3-year commitment. That is probably the 
frankest and the best statement we have had of what the effect of it 
would be. In other words, when you take it along with the language 
that is contained in the authorizing bill and the language in this 
report—let me read that: 

The initial capitalization of the fund would be passed upon by the Congress 
twice; once in the authorizing legislation, and a second time in the appropriation 
bill. The fiscal year 1958 portion requires an appropriation act, and the borrowing 
authority for the second and third years would be available only if not disapproved 
in that appropriation act. 

The word “that” is important. The fact that you stated here that 
this provision is to insure that the Congress would not have to commit 
beyond the control of Congress more than 1 year’s resources to the 
fund at any one time is directly contradictory to the statement on 
page 20 of this booklet. 

Mr. Houuister. No; may I point out the difference, Mr. Taber? 
The statement on page 20 refers to that section. 

Mr. Taser. It refers to this year, and unless we put it in this year’s 
appropriation bill the Congress has lost all control over it. 

Mr. Houusrer. No, sir. 

Mr. Taser. The Appropriations Committee has lost control of it. 
There is not any question about that. You would have to have an 
authorization from the legislative committee in order to break it. 

Mr. Houuisrer. The difference is that it takes affirmative action 
by the Congress; that is correct. But it has not lost complete control. 

Mr. Taper. It is not much different from that. On top of that, 
every one of these schemes whereby agencies have drawn the money 
out of the Treasury without an appropriation request has turned out 
badly. 

Mr. Gary. Will the gentleman yield? 

Mr. Taser. Yes. 

Mr. Gary. If it is true that this provision is to insure that the 
Congress would not have to commit more than 1 year’s resources to the 
fund at any one time, then what advantage is the fund? 

The chief advantage that they have claimed for this fund is that 
they would be able to commit for 3 years. 

Mr. Ditton. I think, sir, the reason is not that we would be able 
to commit for 3 years, but that we would plan on that basis, and Con- 
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gress would have made clear its intent to allow that type of general 
plan. Although no commitment could be made, the desire of Congress 
to carry a 2- or 3-year program would have been made evident. 
Therefore, I think it would be of great psychological importance to 
these various countries to know that, and it would be very helpful in 
our overall plan. 

Mr. Gary. We have been appealing to the psychology of these 
countries ever since I have been in Congress, since 1945, and appar- 
ently the only good that we have gotten out of it is that they are 
drifting further and further away from us. 

Did you finish your statement, Mr. Taber? 

Mr. Taser. Well, practically, but I have some more to come later. 
However, right now I think this brings the thing to a head. 

Mr. Passman. If the authorization bill is passed by the Congress 
in compliance with the administration’s request, and this 3-year pro- 
gram is approved, with the authority to borrow the $1.5 billion dur- 
ing fiscal 1959 and 1960, then the only way the Appropriations Com- 
mittee could deal with this item in the future would be if the legislative 
committees of the two branches of the Congress should agree upon 
rescinding their prior action? 

Mr. Houuister. No, sir; the Appropriations Committees would 
have the right to make recommendations in their committees for a 
withdrawal of this in the appropriation bill, which covers the rest of 
the mutual security program. 

Mr. Passman. In subsequent years after fiscal year 1958? Do you 
mean in 1959? 

Mr. Houuister. Yes, sir. 

Mr. Passman. After the borrowing authority has been granted, 
your inference is that this Appropriations Committee could veto what 
the legislative committees have passed? 

Mr. Houuisrer. I did not say that. 

Mr. PassMan. That is the question I asked. 

Mr. Taser. We could do nothing but recommend after that. 

Mr. Passman. We would have no veto power. 

Mr. Houuister. The Appropriations Committee could consider it 
and, therefore, have the right to recommend, without being subject to 
a point of order, to the Congress that this be withdrawn. 

Mr. Taser. Not in a subsequent appropriation bill because that 
would be a change of existing law. 

Mr. Passman. That would be subject to a point of order. Is not 
that correct, Mr. Taber? 

Mr. Taser. Yes; there is no question about that. 

Mr. Houutster. If that is the case, I believe that it should be 
cleared up and could be cleared up by an appropriate amendment to 
the present authorizing legislation. 

Mr. Passman. As a former Member of Congress and a distinguished 
attorney, you know that if an attempt is made to put legislation 
which changes existing law in an appropriation bill, it is subject to a 
point of order. 

Mr. Taser. Absolutely. 


POSSIBLE AMENDMENT TO AUTHORIZATION BILL 


Mr, Houuster. Not if the authorizing legislation now being passed 
contained in it the provision that in future appropriation bills a 
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recommendation for a reduction or a cessation of this authority might 
be included. 

Mr. Taser. If the language on page 9, line 13, which reads as 
follows— 
in addition, unless disapproved in the Appropriation Act appropriating funds 
pursuant to the authorization contained in the preceding sentence— 
was amended and the word “the” in line 13 were stricken out, and 
the word “‘an”’ substituted for it, it might make it possible to do that, 

Mr. Houuister. That would be satisfactory. 

Mr. Taper. After the word “funds” in line 14, substitute ‘“appro- 
priated funds for the purposes of foreign aid’’, or whatever you need 
there to cover it. If that were done, we would have the authority, 
but not unless that were done. y 

Mr. Miuuer. Off the record. 

(Discussion off the record.) 

Mr. Miter. If the language were changed as you have outlined, 
it would retain the power of the committee to review it each year? 

Mr. Taper. Otherwise, we would have to put in a provision 
restricting it in the Appropriation Act this year. 

Mr. Houuster. Mr. Chairman, may I read section 104 of the 
Government Appropriations Control Act? 

Mr. Passman. Surely. 

Mr. Houuister (reading): 

The budget program transmitted by the President to the Congress shall be 
considered and legislation shall be enacted making necessary appropriations as 
may be authorized by law, making available for expenditure for operating and 
administrative expenses such corporate funds or other financial resources, or 
limiting the use thereof, that the Congress may determine and provide for repay- 
ment of capital funds and the payment of dividends. 

I realize that is subject to two interpretations, but we understand 
that is has been interpreted by the lawyers to mean that the Appro- 
priations Committee may, without being subject to a point of order, 
in considering appropriations, include in a bill which it in turn submits 
to the respective Houses affirmative action rescinding this authori- 
zation. 

Now, if that is the case, we would be perfectly willing to approve 
any change in language which the members of this committee would 
agree on, to be inserted on the floor of the House. 

Mr. Taser. That had better be considered before we get to the 
floor of the House with this bill. 

Mr. Ho.utster. It is not the intention and the administration is 
not requesting that there be no future right of the Appropriations 
Committee to consider and recommend with respect to this matter. 
The difference would be that instead of being in a position of having 
to act affirmatively for the appropriation, the Appropriations Com- 
mittee would have to act affirmatively to suggest to the Congress 
that the authorization be withdrawn. 

Have I made that clear? 

Mr. PassmMan. That is clear. 

Mr. Gary. Mr. Hollister, if I were to introduce a bill to permit 
the Army engineers to borrow from the United States Treasury $750 
million during each of the next 2 fiscal years for such domestic projects 
as they may select, how far do you think it would get in Congress? 

Mr. Houuister. Mr. Gary, may I answer that by pointing out the 
essential difference between that kind of an operation and this. The 
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Army engineers are operating in this country and they are operating 
in free States, and they are operating under a system of economy 
under which their activities are well understood. 

Mr. Gary. And they are planning the activities. That is the main 
thing. Even with their planning we do not give them carte blanch 
authority to construct projects without the approval of the Congress. 

Mr. Houutster. Yes, but may I add that it takes a number of 
years for them to do their planning, and their whole approach to their 

roblem must be a different one than we have here. We are working 
in all kinds of strange places in the world with governments which do 
not understand that kind of operation, and with governments that 
are emerging, you might say, into adulthood, where we must be able 
if we want to do this successfully to give them reasonable assurance 
that we expect to continue in this program. 

I believe sincerely it will save the American taxpayers in the long 
run to have a certain amount of authority of this kind instead of 
having, as we do now, to do our work with one eye on the clock, and 
with never any reasonable assurance that the next year certain ad- 
ditional funds may be available. 

Mr. Gary. The Army engineers might do a better job if we would 
give them similar authority. 

Mr. Houuisrer. I am merely saying there is a difference. 

Mr. Gary. They might do a better job, but they might bankrupt 
the country while doing it. 

Mr. Passman. If our objective is to lead these people to thinking as 
we do along the lines of freedom, would not it behoove this country to 
endeavor to train them accordingly from the beginning? 

Mr. Houuister. We are trying very hard, Mr. Chairman. 

Mr. PassMAN. But we are proceeding on their basis, and not on our 
basis. 

Mr. Hotutster. We are doing it on the best basis which we believe 
will bring about the best results in support of this country’s foreign 
policy. 

Mr. Passman. However, we are proceeding according to the policies 
of those countries, and not upon the basis of the policies of our country. 

Mr. Houuister. No, sir; there is not anything we are doing which 
is not carrying out the foreign policy of the United States. 


SIZE OF UNITED STATES PUBLIC DEBT 


Mr. PassmMan. Maybe we should also be giving more thought as to 
how we are going to repay our own very large Federal public debt. 

As of June 1, we had a public debt of approximately $275 billion. 
If we could borrow money at 3 percent interest and make just 1 pay- 
ment each year, and if we should pay on the public debt each year 
$8,368,602,150.60, 144 years would be required to finally complete 
the payment. The final payment would be made in the year 2100 
of our Lord, and would represent the fact that we had paid $1,205,- 
078,709,686.40. So, if we started immediately retiring our public 
debt at the rate of more than $8 billion annually, we would pay back 
$1.25 trillion and would not complete the payments in less than 
144 years. 

In all probability we should be giving more thought to what is being 
done to this country in this period of prosperity and peace, continuing 
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to increase this public debt, and perhaps not go so far afield trying to 
solve the problems of practically all the nations in the world. 


NUMBER OF NATIONS RECEIVING UNITED STATES AID 


A moment ago the Comptroller handed to me a list which I gave 
him yesterday to check, listing the nations of the world. The total 
number of nations in the world is 87. We are now operating in 67 of 
those nations, with some type of a program. 

The 20 nations in which we are not actually operating we are helping 
with some type of aid. However, direct aid is going into 67 of the 87 
nations of the world. 


COMMENTS ON STATEMENTS CONTAINED IN BOOKLET, THE PROFOSED 
DEVELOPMENT LOAN FUND 


Mr. Hollister, are you in accord with the statements contained in 
the booklet entitled ‘“‘The Proposed Development Loan Fund’’? 

Mr. Houuister. Yes, sir. Mr. Chairman, may I apologize to you 
and the other members of the committee as well as to the staff of the 
committee for my earlier statement today on this booklet. I had 
requested that these pamphlets be made available to the committee 
immediately. The copies were given to the committee at 1 o’clock 
yesterday. I had instructed my people some time ago to furnish a 
copy to every Member of Congress, but it frequently happens that 
instructions are not followed out, and I now find it was only last 
Friday that distribution was started to every Member of the Congress 
of this pamphlet. Having stated that I thought they had been dis- 
tributed earlier, I want to make that statement. 

Mr. Passman. You owe no apology, Mr. Hollister. We know you 
are a patriotic American, doing everything in your power to carry out 
a program in which you believe. 

Mr. Hotuster. Let me say that I have a very hard working staff 
which has worked very hard in this presentation work. We are trying 
to do things in the best way. Sometimes we make mistakes. 

Mr. Passman. You approve of the contents of the ‘Proposed 
development loan fund?” 

Mr. Houuister. Yes, sir. 

Mr. Passman, From the lower portion of page 3, I quote: 

Until now, aid for development purposes has been provided through annual 
appropriations. Virtually every study of our development program which has 
been conducted in the last year has concluded that this is a wasteful and in- 
effective method. So long as this method is followed, the United States, the 
receiving countries, and other financing sources have no reasonable assurance, 
from year to year, as to the amounts of development financing which will be 
made available. 

Is not that comment contrary to the record of the past 10 years? 
We have made available some $47 billion in various programs in these 
countries throughout the world, and we have been so free with the 
money that Congress has appropriated a greater amount than could 
be obligated, with balances being returned to the Treasury? 

Mr. Hotuister. I do not understand the question. 

Mr. PassMAN. You say you approve the contents of the booklet? 

Mr. Howuster. I think the conclusion you reached was hardly 
justified from the statement. This is the development activity as 
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distinguished from ‘‘Defense support’’ and ‘‘Military assistance and 
emergency.” It is a segment only of the mutual security activity, 
and I believe sincerely that the way in which this development work 
is now carried on is somewhat wasteful and inefficient. 

Mr. PassmMaNn. Would it be fair to say it is easier to give away 
money than it is to lend money? 

Mr. Houuister. Very much so. 

Mr. PassMAn. We have been giving it away in the past. 

Mr. Hou.ister. That is why we want to put this on a loan basis. 
I think we have put too much out on a grant basis, and more of it 
should be on a loan basis, and that is why I am endorsing the develop- 
ment loan fund. 


RECOMMENDATIONS OF STUDY COMMITTEES ON DEVELOPMENT 
ASSISTANCE 


Mr. Passman. Did the special Committees which the President 
appointed, the Johnston Committee and the Fairless Committee, 
recommend annual appropriations for this project? 

Mr. Houutster. No, sir; they did not. 

Mr. Passman. Is not it true that both the Committees, one headed 
by Mr. Johnston and one headed by Mr. Fairless, recommended an 
appropriation to carry out this project, rather than an authorization 
to borrow the funds from the Treasury? 

Mr. Houuister. I would have to get the exact wording of both 
reports which speak for themselves. 

Mr. Passman. I think you would find this on page 5 of the two 
reports which were prepared for the President, both recommending 
multiyear appropriations. 

Mr. Hotuister. Yes, sir. 

Mr. Passman. You see, Mr. Hollister, 1 just want to be as fair as 
I can be. 

Mr. Houuister. They ask for multiyear appropriations but not for 
annual appropriations. If this committee would prefer to make 
appropriations for 3 years instead of establishing the drawing account, 
I do not think there would be any great objection. 

Mr. Passman. That is possibly worthy of consideration, based upon 
the loans of the past. 

Mr. WiacteswortH. That would amount to an appropriation of 
$2 billion for the next 3 years. 

Mr. Passman. In all probability there would be an authorization 
for less than half that amount. 

Mr. Houuster. That was not the question, Mr. Chairman. I 
thought the question was whether we objected to the allocation of 
multiyear appropriations. We believe it sounder financing to do it 
the way we are requesting it because if you give us a multiyear 
appropriation now that would, of course, authorize us sums largely 
over and above the first year’s appropriation which would give less 
congressional control. Also, if a multiyear appropriation were made, 
it would increase the obligations of the United States, and throw 
some of the budget planning out of balance, which I imagine Mr. 
Brundage would want to be heard on. 

Mr. PassMan. Off the record. 

(Discussion off the record). 
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Mr. Passman. I am sure you gentlemen have a high regard for 
the ability of Mr. Benjamin Fairless? 

Mr. Hotuster. Yes, sir; we admire him greatly. 

Mr. Passman. I am also sure you have a high regard for his com- 
mittee of outstanding Americans who made a study of this problem? 

Mr. Hoxuister. Yes, sir; I have a great admiration for Mr. Fairless, 
and the members of his committee. 

Mr. Gary. Will the gentleman yield? 

Mr. PassMan. Yes, sir. 

Mr. Gary. Mr. Hollister says that the effect of that would be to 
throw the budget out of balance. It is my conjecture that one of the 
main purposes of this loan plan is to keep the funds out of the budget 
and to be able to get this money for use so that it will not show in the 
budget at all. If you give them the borrowing authority, the funds 
borrowed from the Treasury will not be included in the budget as 
expenditures. 

Mr. Hou.tster. Expenditures, of course, show up immediately 
against the budget when we get an expenditure, Mr. Gary. 


RECOMMENDATION OF FAIRLESS COMMITTEE ON REPAYMENT OF LOANS 
TO FOREIGN NATIONS 


Mr. Passman. I am sure you understand the difficult problems 
facing this committee, and the full committee, and the Congress, 
when such outstanding men as Mr. Benjamin Fairless, Mr. Colgate 
W. Darden, Jr., Mr. Richard R. Deupree, Mr. John i Lewis, Mr, 
Whitelaw Reid, Gen. Walter Bedell Smith and Mr. Jesse W. Tapp are 
in accord as to the unsoundness of the proposed policy. I am going 
to quote from our hearings on April 9, 1957, when Mr. Fairless ap- 
peared pertaining to the fiscal year 1958 appropriation : 


Mr. Passman. I would like to go over to page 10, to “Loan policy recom- 
mendations” 

In our view loans by the United States repayable in the inconvertible currencies 
of foreign nations are undesirable, and the practice of granting them should be 
terminated. Our relations with other countries will suffer from United States 
control of large amounts of their currencies. The soundness of the loan device 
should not be jeopardized by inviting repayment in foreign currencies which cannot 
be freely spent by the United States. 

Mr. PassMAN. That is a very excellent part of your report, and I might state 
that, in many instances in the past, off-the-record statements by public officials 
indicate that they have very little faith in the repayment of many loans to foreign 
countries. Yet, when the same officials speak on the record, they are inclined to 
defend all loans’ as good loans. 

This keeps the real facts from being known, generally. Evidently you had 
some knowledge of the situation I am describing, on account of what you have 
in this report. I certainly think the members of this committee and the Congress 
should be most grateful for this part—many parts, but especially this part—of 
your report, so we will recognize that many of these loans are nothing more than 
just paper, because, if you come in possession of too much currency of some of 
these nations, you might as well have rocks, because it would be of just as much 

value. I think that is the emphasis that you placed on this statement. We 
would like to have you elaborate on that a little further, Mr. Fairless. 

Mr. Farrtess. You have really developed it yourself, right along the lines of 
our thinking, except to add one additional point: That most of these loans are 
made over a long period of time. They are 40-year loans, repayable 40 years 
from now, in either dollars or local currencies; we think ‘that that is a very 
dangerous contract in which to enter. 


That is the comment of one of America’s outstanding businessmen, 
speaking for an outstanding committee of great Americans, people 
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who understand our economic system. I am wondering how it can 
be recommended that we disregard such forceful statements by such 
outstanding authorities, friends of the President, whom he selected to 
evaluate this worldwide situation. 

Mr. Houuisrer. I have great admiration for Mr. Fairless and I 
think the report of his Committee was excellent. I do not think that 
the report of the Committee followed out Mr. Fairless’ testimony as it 
appeared. 

Mr. PassMan. The statement I quoted did not represent his tes- 
timony? 

Mr. Houuster. I beg your pardon. I said what Mr. Fairless’ 
report said—the report of his group—I do not think went as far as 
Mr. Fairless did. 

Mr. PassMAN. All of the members signed the report. 

Mr. Houuster. That was not Mr. Fairless’ report which you were 
reading; it was his testimony. 

Mr. PassMan. I was reading part of it from his report. 

Mr. Houustrer. I[ thought you were reading his testimony. 

Mr. PassMan. I was reading testimony which was from page 10 of 
the report. 

Mr. Houutsrer. I did not know the report went that far. 

Mr. PassmMan. If you do not have a copy of the report, you may 
have this one. 

LOANS VERSUS GRANTS 


Mr. Houuistrer. Let me say, Mr. Chairman, in answer to that, that 
we do not expect, of course, to make all these loans in foreign cur- 
rencies. We expect to make dollar loans where possible. If we 


expect to carry on the activities in the world which we believe are 
necessary in order to protect our position, I feel very strongly that it 
should be on a loan basis, where possible, rather than on a grant basis, 

There are those—and Mr. Fairless and his committee were obviously 
of that group—who felt you should not make anything but what you 
might say was a hard loan. I do not agree with that. I believe it is 
wiser to make loans rather than to make grants in many cases. There 
are places in the world where, I am sure, we will be helping in the 
development and where the financial condition of the country to which 
we make our loans will improve. We should not be doing it otherwise, 
because that is the purpose for which we are going into the develop- 
ment loan fund. If that is the case, I think it would be a very long- 
seeing person who could decide now whether or not_those loans will 
ultimately be paid, and paid in something which has real value. 

That is the whole theory on which we would approach this develop- 
ment loan program. 

REPAYMENT OF LOANS 


Mr. Passman. The loans would be made repayable in local curren- 
cies, but the recipient nation may, if it should elect to do so, repay the 
loans in dollars? 

Mr. Houutstrer. Yes, sir. 

Mr. Passman. And the only way that we could ever determine if 
they followed good business procedures for themselves by repaying in 
dollars would be at such time that the currenc y of the country might 
have a greater value than American dollars? 
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Mr. Hotrister. You mean that they would have a foreign-exchange 
situation whereby it would be convenient for them to pay in dollars 
as well as to pay in their own currency? 

In making these loans we have a provision that when they pay in 
foreign currencies it must be in a foreign currency the amount of 
which ie comparable in value with respect to that of the dollar loaned. 

Mr. Passman. It is still a foreign currency? 

Mr. Houutster. Yes, sir; but they may not by devaluation pay the 
same number of units in foreign currency that they borrow, and thus 
evade their obligation. 

Of course, when the time comes, and if the country is in such position 
with respect to foreign exchange that they can freely interchange their 
money and their dollars, it doesn’t make any difference to us whether 
they pay us in dollars or not if we can use their currency to get dollars 
or use it for the same thing which you could use dollars for in world 
trade. If the country gets strong enough, it does not make much 
difference to us which way they pay us. 

Mr. PassmMan. If we should continue on such policy for many more 
years, the time might not be far distant when all other currencies 
could conceivably have a greater value than ours. The public debt 
of the United States is now $63 billion greater than the combined 

ublic debt of the other 86 nations of the world. That is on a dollar 
basis for comparison purposes. 

Mr. Houuister. | think the question which must be met is, Do we 
want to have development activity at all. If we do want to have 
development activity over and above our military assistance and our 
defense support, then the problem is, how do we best carry that on? 
Development activity means an attempt to put some of our friends 
in a stronger position not only to be able to defeat the economic as 
well as the military attacks of international communism, but to be 
strengthened so that ultimately they will not need so much help from 
us. If that is a program which we believe in, the problem then is 
what is the best way to try to work it out? I believe sincerely it 
is much better to lend them rather than give them these funds, 
Therefore, I am urging a loan fund rather than the grant activity 
which has been carried on. 


EXPERIENCE ON WORLD WAR I LOAN REPAYMENTS 


Mr. Passman. You are familiar with our past experience with 
foreign nations with regard even to dollar loans? 

Mr. Hotuister. On the whole, it has not been so very bad. 

Mr. Passman. We have lost about 66 percent of the outright 
dollar loans. 

Mr. Houuister. Are you talking about the loans which were made 
after the First World War? 

Mr. Passman. I have reference to the loans made subsequent to 
World War I, and for the next 10 years. 

Mr. Houuister. I do not know what the percentage is. 

Mr. Passman. I understand the percentage is 66 percent, and we 
have not collected interest on many of these loans for 10 years, and 
the interest is accruing. 

Mr. Natcuer. Off the record. 

(Discussion off the record.) 
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Mr. Passman. When we go off the record, witnesses will agree they 
do not think these loans have any value as loans to be repaid. When 
we get back on the record and start discussing sound, hard-dollar loans 
which we made subsequent to World War I, we have not been able to 
find out what percentage of those loans that we really expected to be 
repaid, if ever repaid, to the United States. Will you provide for 
the record the list of the countries to which we made loans, and the 
totals of the loans, the amounts repaid on the loans, and the accrued 
interest? Also, indicate the interest and principal, and compare the 
data with the recent loans which have been made. 

Mr. Ho.uistEer. How far back to you want to go? Do you want 
to go back as far as 1919? 

Mr. Passman. As far back as to the cessation of hostilities in 1919. 

Mr. HouuistEer. Yes, sir; we will be very glad to ask for them. 

Mr. PassMAN. Just give us a 10-year period; say, from 1920 to 1930. 

Mr. Houuister. Yes, sir. 

You now have reference to loans made during that period of time? 

Mr. Passman. I have reference to the loans which were made during 
that period to foreign nations. I am referring to loans made in con- 
nection with our attempt to help bolster the economy of those coun- 
tries following World War I. 

(The information requested may be found on p. 491.) 


FUTURE OF MUTUAL SECURITY PROGRAM 


Mr. Passman. I believe the first request for the Marshall plan was 
presented to the Congress in 1948. 

Mr. Taser. That is right. 

Mr. PassmMAn. Some of the more pessimistic Members predicted 
that as long as 5 years might be required to cure the ills of the world, 
especially Europe, and that the sum needed might finally reach the 
staggering total of $15 billion. Now, here we are considering an 
appropriation 10 years later, for fiscal year 1958, and the program has 
increased from 17 to 67 nations. We have expanded from Europe 
throughout the entire world, and we have gone from $15 billion to 
oe we are appropriating for aid, as such, a total of nearly $50 

illion. 

Would you gentlemen, who are well versed in our economy and 
good business procedures, tell the committee your opinion as to when 
this program may end? 

Could you tell us about when you think this program may slow 
down? 

Mr. Houuster. I would like to give you the answer, Mr. Chairman, 
that I have made a number of times to that question. Obviously, it 
is not an easy question to answer, but as long as the foreign volicy of 
the United States stays what it is today, and as long as the situation 
in the world does not change materially, I do not see much opportunity 
of a substantial decrease in the level of the mutual security program. 
Now, perhaps, Mr. Dillon would like to elaborate on that further. 

Mr. Ditton. I would say just one other thing: The Marshall plan 
was for the specific purpose of assisting in the recovery, or bringing 
Europe back from the devastation of the World War. It was a highly 
developed industrial area, and it was possible to plan there with some 
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reasonable foresight as to how long the program would last, and how 
much it would cost. 

Actually, the Marshall plan as far as Europe was concerned was 
completed within the period specified, and for somewhat less money 
than was originally estimated, and we are no longer giving aid of that 
type to these Western European countries. 

We have since then evolved, as you have so well pointed out, into 
an entirely different field which is assistance to these less-developed 
countries of the world, and as Mr. Hollister points out, as long as 
this struggle between the Soviet Communist system and our own 
continues at the present tension, that aid, I think, will be necessary, 
It will be in our interest to continue the program until such time as 
those countries rise to a level of economic progress somewhat similar 
to most of Latin America today, where they can finance their own 
programs themselves. 

Mr. Passman. Are not we helping some nations which are Com- 
munist nations, dictatorships? Would not we be taking into this 
loan program dictatorships, Communist nations, and all comers? 

Mr. Ditton. I do not think it is our intention to use this develop- 
ment loan program 

Mr. Passman. My reference here is to the overall program. 

Mr. Houuistrr. Every country, of course, has to have an individual 
study. We are trying to do the best we can to combat international 
communism in many different ways. Let me point out that the world 
changed very materially after the Marshall plan was instituted, and 
it was because of that change in the world that the emphasis on what 
we were doing has changed, and it has been largely, we believe, to 
move into these underdeveloped areas which we did not think was 
necessary prior to that. If in ordet to bring about what we are trying 
to bring about, there are certain nations which have governments that 
we do not like and which we would like very much to be carried on ina 
different way and if, by giving them a certain amount of encourage- 
ment and support, we can persuade them to draw further away from 
the control of the international Communists, it does seem to us a wise 
thing to do. 

Mr. Passman. Yet, we represent only 6 percent of the world 
population, and control about 5 percent of the land area of the world? 

Mr. Houutster. That is true; yes, sir. 

Mr. Passman. And we are now operating in 67 of the 87 nations of 
the world. In view of the fact that our public debt already exceeds 
the combined public debt of the other 86 nations by $64 billion, do you 
think our resources will hold out until we can accomplish those ob- 
jectives? 

Mr. Houutster. I think about the only comment I could make on 
that is that the whole program and the annual spending in this mutual 
security progran, military and nommilifary, is somewhat less than 1 
percent of our annual gross national product. 

Mr. PassMan. What effect does that have on our natural resources? 
The gross national product may be up, but one of these days we could 
exhaust our natural resources. 

Mr. Houutster. I do not believe this program seriously affects our 
national resources. 

Mr. Passman. You do not think so? 

Mr. Houuister. No, sir. 
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Mr. PassMAN. We are already short of high-grade iron ore, sulfur 
and many other resources which we once had in abundance. 

Mr. Hotuister. I do not known what the articles are that we are 
short of. However, I have never heard the question that this pro- 
gram hurts our national resources. 

Mr. Passman. We should divide this appropriation among our 
eople here at home, and provide about four times as much money 
or our various domestic projects and really get going on one of these 

programs in this country, such as the development of rivers and har- 
bors, flood control, and more highways, if using up our natural resources 
is not going to have any effect upon our wealth. 

How many of these booklets were printed? 

Mr. Hotursrer. Altogether, I do not know, Mr. Chairman; not a 
lot. We bought them for the particular purpose of the use of the 
Members of Content and the committees. They were not printed 
for general distribution at all. 


ADMINISTRATION’S USE OF VARIOUS REPORTS AND STUDIES ON 
FOREIGN AID 


Mr. PassMAN. One final statement with respect to the Fairless 
report and the fine Committee the President selected to evaluate 
certain parts of the mutual security program: 

Was the part of this report which was favorable to the Administra- 
tion views accepted by the Administration, and those parts which were 
unfavorable discarded? 

Mr. Houutster. No, sir. The Administration views were very 
strongly affected by the report, but that does not necessarily mean 
that the Administration accepted every part of it. 

I think it is seldom that a committee of this kind makes a report 
and the Administration approves everything which goes into the 
report. There have been various different reports. The Senate had 
a number of reports, and the chairman of the Foreign Affairs Com- 
mittee of the House filed a report, and voluntary agencies filed their 
reports. What the Administration tried to do was to have all of 
these reports before it, and weigh their relative value. The informa- 
tion that the Administration had available from its own studies was 
to be used to come up with a program which we really thought was the 
best thing we could offer to the Congress to carry on this work in a 
way in which we thought would best fit the foreign policy of the 
United States. 

Mr. Passman. Thank you, Mr. Hollister. 

Mr. Gary? 


USE OF PUBLIC LAW 480 FUNDS FOR MILITARY ASSISTANCE PURPOSES 


Mr. Gary. Mr. Hollister, you stated in your original statement that 
Public Law 480 will not help supply arms and ammunition, technicians 
or capital. I have before me a copy of Public Law 480, and section 
104 of that law reads: 

Notwithstanding section 1415 of the Supplemental Appropriation Act, 1953, or 
any other provision of law, the President may use or enter into agreements with 
free nations or organizations of nations to use the foreign currencies which accrue 
under this title for one or more of the following purposes: 
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and then follows sections (a), (b), and section (c) which reads: 


(c) to procure military equipment, materials, facilities, and services for the 
common defense. 

Mr. Houuister. Yes, Mr. Gary, but the President found it very 
difficult to be able to use the foreign currencies to implement that 
particular section. I can get the figures on the amounts that have been 
used under that section, but it is a very small amount with respect 
to the kind of figures we are talking about. 

Mr. Gary. Why? 

Mr. Houutster. Because of the fact that most of what we are 
supplying in these various countries under the military assistance 
program and what they want, they need dollars to buy, and they 
cannot use the foreign currencies to buy them. i 

We cannot use the hwan for instance, to buy any hard goods for 
the use of the Korean Army, and we may have hwan available under 
Public Law 480. 

You have to have dollars in order to buy the things that we send 
over to the Korean Army, and I am merely taking that as an example. 

That is so in most cases around the world. So, unfortunately, 
although we would like very much to do it, we may not use the 
proceeds of Public Law 480 sales in that area because it just eco- 
nomically will not work. 

Mr. Gary. You do have ammunition plants in some of these areas. 
Why could you not use the local currency to purchase ammunition 
manufactured by the local plants? 

Mr. Ho.uisrer. I] am sure we do that where possible, and I would 
be very glad to get a statement on that particular section for you. [ 
think I have already given you the amounts that have been spent 
under that section, but I could break it down as to what type of goods 
it has been spent for. It is a very small amount when you think of 
the total of $2 billion foreign currency which has already been paid in 
or due to be paid in. 

Mr. Gary. We have not received that table as yet. 

Mr. Houusrer. I thought you had. 

Mr. Gary. We got a statement as to the military. 

Mr. Houutster. You remember when you questioned me about it 
and I discussed it, there was the figure of $2 billion of foreign curren- 
cies paid or due on sales. The amount that we have been able to 
spend under this particular section of Public Law 480 is very small. 

he large amount, you see, goes into these loans for development 
purposes in these countries. 

Mr. Gary. I understand Mr. Murphy is going to give us a table 
the first of next week which will show the available local currencies 
and how they are being spent. 

That is all, Mr. Chairman. 

Mr. Passman. Mr. Natcher? 


AID TO NEWLY FORMED COUNTRIES 


Mr. Nartcuer. Mr. Dillon, in your statement on page 2 you re- 
ferred to our program of development assistance in the less developed 
areas. To what extent, Mr. Dillon, do you refer to new countries in 
that particular statement? 

Mr. Ditton. Well, the less developed areas as we consider them 
are primarily the countries of Asia and Africa and the Middle East, 
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which are practically all, or the greater majority of them, new coun- 
tries, since the end of the war. 

A few of them in the Middle East, particularly, have existed for 
some time such as Iran, but Indonesia, Ceylon, Pakistan are new— 
there are 19 altogether of these new countries with a total of 700 
million people. 

Mr. Rarennn: Mr. Secretary, how far can we go with these new 
countries in attempting to place them in an economic position to 
survive? Is that the duty of this country, and can we survive in 
attempting to carry out that procedure? 

Mr. Dituon. I would say this: We are not attempting to raise their 
standard of living to anything comparable to our own. We are only 
trying to help them get this development underway. By far the 
greater part of the effort must come from those countries themselves, 
and what we do is to help them with the foreign exchange that is 
needed so as to prime the pump. 

It is perfectly clear, I think, that the United States would be in a 
very serious position if all of these countries—this great area of the 
Far East or south Asia of one million people—did not remain a part 
of the free world and chose to eventually aline themselves with inter- 
national communism. 


RUSSIAN AID TO NEWLY FORMED COUNTRIES 


The big thing that is driving them now, and the diving force be- 
hind them is the desire to make economic progress. The Soviet 
Union in the last couple of years has made credits in that area of 
some $650 million. They are sending technicians into these countries 
in an attempt to show them that the best way to get that progress 
is to adopt their system. What we are doing is trying to help these 
countries, and the governments of these countries to remain free and 
democratic and we hope by giving some help it will encourage those 
governments to so remain. 

Mr. Natrcuer. Mr. Secretary, from the standpoint of foreign policy, 
have we not made a mistake since the close of World War IT in not 
rendering assistance to Great Britain and France on the basis of keep- 
ing these colonies with the mother country? Will it not cost us con- 
siderably more money to proceed along with new countries? As you 
well know, Great Britain, I believe, nm 1900 had 60 colonies, and, 
according to present estimates, in 1959 Great Britain will have prob- 
ably 30 million people. Now, have we not made a mistake in our 
procedure, Mr. Secretary? 

Mr. Ditton. I think not. We feel that this drive for nationalism 
and independence is irresistible, and is one of the strongest powers in 
the world today. However, in having these countries achieve their 
independence, it is our hope that they will, wherever possible, achieve 
it by mutual agreement and remain in close contact with their former 
mother country. I think that has been very much the case in regard 
to India and Pakistan, with Great Britain. She continues to help 
— their needs very substantially, and we think that is as it should 

e. 

In the case of French territory, particularly Morocco and Tunisia, 
which have recently become independent, it has been our policy to 
encourage the closest cooperation between those countries and France, 
particularly from the point of view of encouraging the French to 
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continue to bear the major share of the economic development in 
those areas, which they have done, and are doing, so far. 


FUTURE OF FRANCE 


Mr. Natcuer. Digressing for a moment, Mr. Secretary, how do 
you feel, generally, about France as far as the future is concerned? 

Mr. Driion. Well, I consider that the question of its being a great 
world power has changed considerably since before the war. All of 
the countries in Europe which relied on colonial empires to be great 
world powers will no longer be great world powers in that sense, and 
only the countries which have substantial populations within their 
own borders and substantial natural resources, such as ours and the 
Soviet Union, can be counted on that basis. 

As far as France is concerned, I think that the long-run future for 
her is very good, because the French population is growing. Their 
economic development is growing at a faster rate than it ever has. 
Their population, which was stagnant up until the beginning of 
World War II, is now increasing at the fastest rate in Europe. I 
think, when their present difficulties in north Africa are settled —which 
will take place at some point—their future will be very good. 

Mr. Natrcuer. Thank you. 

Mr. Gary. Future for what? 

Mr. Ditton. Their future, as a country of 45 million people, being 
an important part of the European community. 

Mr. Gary. They are never going to have any stability as long as 
they are divided as they are. There certainly can be no political 
stability when they are divided into 22 splinter parties which are 
constantly fighting among themselves. How are you going to get any 
political stability out of that situation? 

Mr. Dion. May I answer that off the record? 

Mr. Gary. Yes. 

Mr. Ditton. Off the record. 

(Discussion off the record.) 


GROWTH OF COMMUNISM IN JAPAN DESPITE UNITED STATES AID 


Mr. Narcuer. Mr. Secretary, one problem that concerns me to a 
great extent, and one that bothers me, is that, when we consider assist- 
ing less developed countries, I am reminded of the fact that since the 
close of World War II I believe we have expended $500 million in 
Japan through our mutual security program—lI believe that is cor- 
rect—that at the close of World War II they had no Communists in 
Japan and today, openly organized, there are approximately 2 million 
people that are members of the Communist Party. Now, I am just 
wondering, Mr. Secretary, when you speak of the underdev eloped 
countries, and when you ‘consider what has happened in Japan, with 
the expenditure of about 500 million of our dollars, are we on the 
right road? 

Mr. Ditton. I would think we were. The reasons for the Com- 
munist Party having developed in Japan, I do not know. I am not 
prepared to testify about that now, but it is perfectly possible that if 
there had not been assistance to Japan—if the destruction of the war 
had continued through the years and nothing had been done to alle- 
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viate it—today there would be far more than 2 million Communists in 
Japan out of 90 million people. 
Mr. Natrcuer. Thank you. 


EXPENDITURES SUBSEQUENT TO YEAR OF APPROPRIATION 


Mr. Taser. Mr. Hollister, would you place in the record a state- 
ment showing the amount advanced to countries on the installment 
plan and the dates of each advancement in connection with the opera- 
tion of the mutual security program for the last 4 or 5 years so we may 
have a picture of how the installment setup has been operating in 
connection with the different appropriations from year to year? 
I know that there was quite a lot of that in India. I cannot put my 
finger on it, but I understand there has been a great deal. 

Mr. Houutster. I am not quite sure that ‘T know what you are 
asking for. We will give you any figures you want. You say ad- 
vances that have been made in the last 4 or 5 years on the installment 
plan through the mutual security program? 

Mr. Taser. Yes. 

Mr. Houuister. Are you referring to the development activities 
as against defense support? 

Mr. Taser. Yes. 

Mr. Houuister. What you would like to have is a record of what we 
have done in the development field in the last 3, 4, or 5 years? 

Mr. Taser. Yes. 

Mr. Houuistrer. We will try to do that. 

Mr. Taser. Showing where the payments on the installment plan 
have been made. I understand that there has been a lot of that. 

Mr. Houuister. We have advanced money on an installment plan? 

Mr. Taser. Where you have made contracts for the payment of 
certain amounts this year and some more the next year, and some 
more the year after, and so on. Is that not correct? 

Mr. Ho.uister. I do not know of any cases where we have agreed 
to make payments to a country over a period of years, that is cash 
payments. We have entered into agreements to build or construct 

rojects which spread over 2 or 3 years. We must obviously obligate 
it all in the current year. 

Mr. Taser. I understand that. 

Mr. Houutstrr. I know of no installment advances of money that 
we have agreed to make over a period of years. 

Mr. Taper. Perhaps it has all been confined to construction ac- 
tivities. 

Mr. Ho.uisrer. If you could make it clear what vou want us to 
give, we can get you any figures we have available. I do not recognize 
the area you are discussing. I do not think we have done the kind 
of thing that your question would seem to indicate. We have given 
budget _ support in certain cases to countries, but not by agreement 
over a several-year period. It is generally done in an emergency 
situation when we think that is the one thing they need at the time 
to help them out. 

Mr. Taser. In India, as I understand it, for the railroad, the big 
dams, the steel plant, and half a dozen other things, the money was 
all obligated at the time the arrangements were made with the 
countries, but it was for projects that were to last over several years. 
I would like to have a picture of that sort of thing that has been 
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going on so we can see it and have it in mind as we approach this 
situation. 

Mr. Houutsrer. We can get you projects which involve durable 
goods, if that is what you mean. We make a commitment and 
obligate the funds. 

Mr. Taser. If you have not done anything of that kind, say so. 

Mr. Houuister. With regard to 10 ‘locomotives, for example, it 
may well be that it will take 3 years to deliver 10 locomotives. That 
is not planned as an annual matter at all. When we obligate, we 
agree to go ahead with the project and obviously in some cases one 
project will take longer than another, but we do not consider any kind 
of an installment contribution at all. We have nothing of that kind 
at all that I know of. 

Mr. Taser. Suppose that you put in a table showing what you 
have done in the nature of the delivery of, or the operations with 
different countries on the basis of things that were provided for in 
periods subsequent to the year in which the agreement was executed. 

Mr. Houuister. In almost every case with regard to the delivery 
of anything that requires substantial time to manufacture, the delivery 
would be in a year following the year of obligation. We do not usually 
get into our obligations very much until the beginning of a calendar 
year because it takes the fall to do the planning. “Most of that 
obligating i is done in the spring months, and most of the delivery of 
anything in the nature of hard goods specifically manufactured for 
some purpose must follow the year of obligation, maybe 1 or 2 years, 
depending upon the nature of the product. 

Mr. Taper. I suppose I will not bother with that at all. 

I will ask you for this: a statement of all appropriated funds to 
the mutual security program other than defense support that have 
been withdrawn from the Treasury in years subsequent to the date 
of the appropriation, specifying the amount that was withdrawn in 
each case for any country. 

Mr. Houutster. Would you let me repeat that to see if I under- 
stand? You would like the figures of expenditures made with respect 
to each country in the year following the appropriation, or later years, 
in those areas which did not involve military assistance, or defense 
support? 

Mr. Taser. Yes. 

Mr. Houutstrer. That would be an awful job, but we can do it. 

Mr. Taser. It is? 

Mr. Hotuister. It means a breakdown of a particular item which 
may be obligated in February, we will say. It would not all be obli- 
gated in 1 year. Most of the expenditures would be in the following 
year and sometimes 2 or 3 years later. That would have to be so from 
the nature of things. 

Mr. Taser. Leave it alone. Do not bother about it. That is all. 


AID TO YEMEN 


Mr. PassmMan. Have we provided any aid to Yemen? 

Mr. Houuister. No, sir. 

Mr. PassmMan. Is Yomen one of the countries to which we offered 
aid and it was declined? 

Mr. Houuister. I believe that this should be off the record. 
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(Discussion off the record.) 

Mr. PassMAN. We want the information clear in the record. If 
we do not have the data accurately, I do not want to assume the 
responsibility of taking the bill to the floor. I will be using the infor- 
mation provided by your department. 

Mr. Houutster. We hope it will be accurate. 


NUMBER OF NATIONS RECEIVING UNITED STATES AID 


Mr. PassMaNn. Does the total of 87 nations tally with your check, 
Mr. Murphy? 

Mr. Murpny. No, sir. As I noted in pencil on the bottom, the 
list counts as one country Korea, Germany, Vietnam, and China 
whereas in fact there are 2 countries in each of those cases, so you 
would have to add 4. 

Mr. PassMan. Three or four? 

Mr. Murpuy. There is an East Germany and a West Germany; 
North Korea and South Korea; North Vietnam and South Vietnam, 
and a Red China and a Nationalist China. 

Mr. Passman. Using the certified list of the Library of Congress 
as taken from the World of Nations, you do not find any nations on 
here which do not exist? 

Mr. Murpny. No. 

Mr. PassMan. You show 67 as receiving some type of aid; 20 
which are not receiving aid, but we leave out the United States. 
So should we increase the number receiving aid to 68 or reduce the 
number not receiving aid to 19? 

Mr. Murpay. It is the latter on that list. 

Mr. Passman. We would show there are 68 nations receiving aid? 

Mr. Murpny. No, 67, but only 19 not receiving aid, if you exclude 
the United States. 

Mr. Passman. All except 19 of the nations are receiving aid from 
the United States? 

Mr. Ho.uister. May I point out with respect to some of those the 
aid program is small. It involves some technical programs where a 
few technicians are sent to help a country in some specific thing. We 
do not have missions in all these countries. 

Mr. Passman. We have not yet reached them with a full-scale 
program? 

Mr. Ho.tutster. We do not operate with a full mission in those 
countries, and the program is, as I say, relatively small. 

Mr. Passman. But when this worldwide WPA goes into operation 
they may yet receive further consideration? 

Mr. Dition. Some are just being finished like in France. 

Mr. Passman. Dealing with the overall aid program from its incep- 
tion, am I correct in assuming that the figure would be 67 nations 
receiving aid? 

Mr. Houuister. Past, present, and future or contemplated for 
1958; yes. 

Mr. Passman. Mr. Wigglesworth? 


BASIS FOR SUBMISSION OF ESTIMATE FOR DEVELOPMENT LOAN FUND 


_Mr. Wiccteswortu. To boil this down a little, it seems to me the 
discussion this morning presents two questions—first, as Mr. Hollister 
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has said, do we want a development aid program or not? Personally 
I think the testimony this morning, particularly Secretary Dillon's 
statement, has presented strongly the arguments for a program, 
Second, if we are going to have a program, is the program now recom- 
mended an improvement over what we have been doing heretofore 
in this field? 

Mr. Taber has pointed to certain language in the authorization 
bill which may be very important. But assuming that this can be 
taken care of, and confining myself for the moment to the matter of 
intent, I understand—and I would like to be corrected if I am not 
correct—that this proposal is one of several proposals made in the 
light of recent investigations with a view to meeting tie criticism 
which we have had year after year in terms of waste and inefficiency 
particularly in the development aid field. Is that correct? 

Mr. Ditton. Could I answer one part of that, Mr. Wigglesworth? 
These various studies which we have referred to—and we have a list 
here, up to 12 in all, including studies made by the executive branch, 
the Fairless report, the report of the International Development 
Board, the report by Mr. Richards for the House Foreign Affairs 
Committee, reports made for the Special Senate Committee and its 
report, and reports by private organizations made on their own, such 
as the National Planning Association and the Committee on Economic 
Development—all of these found unanimously in some form or the 
other that the annual appropriations procedure was not the best pro- 
cedure and was wasteful. They all recommended some method to 
make this program more long-term and more effective. 

The Fairless Committee recommended biannual appropriations, 
The International Development Advisory Board advocated multiyear 
appropriations. A number of others recommended the borrowing 
authority, which we finally chose. Everything pointed in that direc- 
tion. I do not think we have heard one voice raised to say that the 
most businesslike way was the way we have been doing it through 
annual appropriations. 

Mr. Wiacieswortnu. And it is the intent of the administration to 
get away from the old giveaway program, so called with the illustrative 
charts that we have used in the past, which in my opinion have not 
been very satisfactory from anyone’s standpoint and to put things on 
a more businesslike basis, with specified criteria for the loans that are 
contemplated? 

Mr. Ditton. That is our entire idea, to make this program more 
businesslike than it has been possible to do in the past under the 
annual appropriations and illustrative country programs. 

Mr. Wiaeieswortu. And you, of course, contemplate a new meth- 
od of financing under which repayments are possible, whereas under 
the old grant system any repayment is out of the question? 

Mr. Ditton. That is correct, sir. 

Mr. WieciteswortH. Would you agree that the loan system is not 
only likely to be more efficient from our standpoint but that in many in- 
stances it will also be more acceptable to the receiving nation because 
of putting things on a more self-respecting basis? 

Mr. Dition. That is certainly the case in such countries as India, 
which would much prefer to receive things on a loan basis, a business- 
like basis, than on a grant basis. 

Mr. WiceLesworts. I asked the question because I found 
traveling through the Near East and Asia awhile back that in @ 
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number of countries, this thought was expressed by high officials 
without any suggestion on my part. 


CONGRESSIONAL CONTROL OVER OPERATIONS OF THE DEVELOPMENT 
LOAN FUND 


I note the following two paragraphs in the summary presentation 
of the mutual aid program for the fiscal year 1958, at page 52: 

Thus, the proposed method of capitalization would give the fund sufficient 
assurance of working capital to allow it to function as it should—and yet would 
retain for the Congress the opportunity to make changes shown to be needed by 
unfolding experience. 

The results of that experience would be made available to the Congress in three 
ways: (i) the fund would submit a full semiannual report; (ii) its officials would 
maintain continuing consultation with congressional committees; (iii) each year, 
during the mutual security presentation, the executive branch would review with 
these committees the fund’s past activities and future plans, 


That, I take it, would be in connection with what the annual 
budget called for under the Government Corporation Act. 

So again, limiting myself to the intent of the administration, would 
it be fair to say that the plan recommended at this time is what might 
be considered to be an experiment for a year, with no authority to 
obligate any funds beyond the fiscal year which we are just entering, 
and with authority in the Congress a year hence or 2 hears hence, 
to curtail or completely eliminate the so-called borrowing authority 
if it sees fit? 

Mr. Ditton. It was certainly our idea to give the Congress the 
continuing authority to reduce or eliminate the borrowing authority 
in each of the succeeding years, and in the initiation of any such 
reduction, to give the possibility of that to both the legislative com- 
mittees and the appropriating committees of the two Houses. So 
what you say is correct. 

However, if this program should be established, we would feel that 
from the standpoint of foreign policy it would be very helpful to us in 
indicating an overall intent to continue a program of development of 
assistance in the less developed areas for a period in the future. 

Mr. Wiaeieswortn. I, of course, understand that point of view 
entirely. 

From the other standpoint, however, that of congressional control, 
it seems to me in the light of what you have told, that if the intent 
of the administration is realized, it is really no more in terms of com- 
mitment than a 1 year’s experiment. 

Mr. Ditton. That is correct. 


BASIS FOR ESTIMATE FOR DEVELOPMENT LOAN FUND 


Mr. Wiaa.teswortnH. As far as the amount of funds is concerned, 
I assume we have been given all the information that can be given 
at this time. You cannot tell what transactions you may embark 
upon until you consider each request specifically, and the best yard- 
stick you can give us in this development aid field is the 1957 expendi- 
ture amounting to about $415 million. 

Mr. Ho.uister. We have done much planning for the fiscal year 
1958. Our planning process, as you know, is a long one and guidelines 
are sent out very early to all of our missions. They were sent out last 
summer. We were planning in the fall. Our original plan took into 
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consideration tentatively a great many projects which we would have 
gone at in the old way in the fiscal year 1958. 

Now, there will be a number of those projects which will obviously 
be particularly appropriate for the development loan fund. However, 
instead of having perhaps to obligate a number of them with in- 
sufficient study and engineering, we will now be able to take our time 
on them and choose those that are nearer fruition, and choose those 
that give a better chance of bringing about the results that we want 
brought about. 

Mr. Wiceiesworrs. That $415 million as I understand it, includes 
grants? 

Mr. Houutster. In the development field. 

Mr. WieecieswortsH. Grants in the development field. It includes 
development assistance as defined prior to the fiscal year 1958, and it 
includes that portion of defense support which is being transferred 
from defense to the development field in the fiscal year 1958? 

Mr. Houuister. That is correct. 

Mr. WiceteswortH. That is all, Mr. Chairman. 

Mr. Passman. Mr. Ford? 


USE OF OBLIGATING AUTHORITY IN FISCAL YEAR 1959 OR 1960 


Mr. Forp. Mr. Secretary, I think that your statement has been 
most helpful, and I also believe that the statement which Mr. Taber 
read on page 11 was most reassuring. 

I refer to the statement and read the sentence which is as follows: 


In the second place, the executive branch specifically stated in the bill that 
none of the funds authorized to be borrowed in the fiscal year 1959 or the fiscal 
year 1960 could be obligated until these years came around. 


Suppose that we get into this practical problem as we seem to 
every year in the Congress, that we have not considered and com- 
leted action on the so-called mutual security program prior to the 
eginning of the new fiscal year. For example, say a year from now 
the Congress has not acted on the mutual security bill as of July 2, 
and it is probable we will not act on the authorizing legislation and 
the appropriation legislation next year much earlier than we have in 
the past, what would be the attitude of the executive branch on July 2, 
or July 15, as to the obligation of this borrowing authority, or against 
this borrowing authority, prior to any completed action by the Con- 
gress on the bill for the fiscal year 1959? 

Mr. Houutster. It would be obvious by that time, unless all the 
history of recent Congresses would be changed, what the general 
attitude of the Congress might be. The ultimate result might be 
uncertain. It would seem to me to be very unwise for the executive 
branch, and certainly as far as I am concerned, I think it would be 
the wrong thing to do, to go ahead and do a lot of fast obligating just 
to beat the gun, if there were some talk about reducing, or even 
taking away the right to obligate. It would to me be such a breach 
of proper procedure that the Congress could very quickly and prob- 
ably oul punish us by taking some action thereafter which would 
perhaps put the whole thing out of business. I think while it is 
technically possible to have that happen, it would be so entirely 
unlikely as not to warrant discussion. 
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USE OF PRIVATE CAPITAL AS AN AID TO DEVELOPMENT 


Mr. Forp. On page 2 of your statement, Mr. Hollister, you set 
forth a way in which the development loan program would actually 
operate in the various countries. You stipulate as follows: 

We would lend directly or make guaranties to private businessmen who are 
prepared to invest their own resources, thereby multiplying the capital flowing 
into the development and bringing a crucially needed element—private mana- 
gerial talents. 

Can you amplify that? 

Mr. Houuister. Yes. I feel under the authority which we are 
asking for it would be very possible, and highly probable, we would 
be able to help in substantial ways private capital to move into some 
of these countries. 

Mr. Forp. Private American capital? 

Mr. Houuister. Private American capital, or foreign capital. I 
think that it would be generally private American capital because 
there is a larger fund of private American capital which is available 
for this kind of thing, but there is no reason we should not use cap- 
ital from other countries. 

Of course, local private capital in the countries involved would be 
what we would try to enlist as well. We would probably try to do 
that first if we could because we would naturally prefer, where possible, 
to build up the ability in a country itself to have the private invest- 
ment sector enlarged all the time. It is better for the development 
of a country to have its own private resources assist in its development 
than it is for foreign capital. 

This country was developed in its early days very largely by 
European capital, British mostly, but a certain amount of continental 
capital as well. As our country got its own resources together then 
our private capital was able to take over that burden, which of course 
it has done. That would be in some respects the pattern which we 
would like to follow in these countries. 

Mr. Forp. Would you anticipate that capital loaned to private 
individuals would be predicated on a 30- or 40-year term? 

Mr. Houuister. Well, I think we would not want to make any 
rediction. I would think generally we would want a shorter term 
oan when private capital is involved, but this is more in Mr. Dillon’s 
area. I would like to have him comment on the use of private capital 
in the foreign field and the way in which it might help. 

Mr. Diuton. I would think what Mr. Hollister said would probably 
be correct, that when it came to the working with private capital we 

would prefer to work on a shorter term basis than these 30- or 40-year 
loans that have been the case in the past. 

Mr. Forp. How would the repayments be made in the case of a 
loan to a private investor? If the repayments were made in foreign 
currency would they go into a fund in an individual country over 
which we would have complete control and jurisdiction? 

Mr. Ditton. Any repayments made to us would go into a fund 
over which we would have complete control and jurisdiction; that is 
correct. 

Mr. Forp. There would be no subsidiary agreement with the coun- 
try to which the loan was made whereby the individual country 
would have the final control over the reuse of that money? 
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Mr. Diriton. Only to this extent: that in local currency loans, if 
they are going to be made, we do foresee that we would not use those 
funds for foreign exchange purposes without the consent, or the agree- 
ment of the country concerned. If we did take resources out of that 
country, it would be just the same thing as if the loan were a dollar 
loan. In that instance you would destroy the benefits which result 
from allowing repayment in local currency. 

Mr. Forp. Other than that, it would be under our control? 

Mr. Ditton. That is correct. 


USE OF DEVELOPMENT LOAN FUNDS TO PURCHASE OBLIGATIONS OF NEW 
PRODUCTIVE ENTERPRISES 


Mr. Forp. Turning to page 2 of your statement, Mr. Hollister, let 
me quote: 

We would buy the obligations of new productive enterprises which can later 
be sold to private individuals, including obligations which upon such resale would 
acquire equity voting rights. 

I do not understand that. 

Mr. Houuister. I think that perhaps it is a rather long way of 
discussing a type of debenture. It may well be in financing one of 
these projects convertible debentures would be used. We do not feel 
we ought to be in the position of owning equities. That involves 
managerial problems which we would like to keep out of. If you 
own an equity then the question comes how you vote your stock, and 
you need representation on the board and that sort of thing. We 
felt perhaps we might want to use debentures which might be con- 
vertible into stock—back some enterprise in that way—and then 
ultimately sell the debentures to private investors who then would 
have the right to convert them into voting stock. Thus we would 
have something which, as this particular business develops, or as the 
country turned strong, could turn out to be of considerable value and 
we could then ultimately sell it and get out of that particular invest- 
ment and turn it over to private hands. 

Mr. Forp. Do you think that you could make such investments 
and subsequently sell the debentures, or whatever type of equity 
you get? 

Mr. Houutster. We would hope throughout all this work to make 
this fund revolve as fast as we could. The sooner we can get some of 
these investments coming back in again and funds we can use we 
accomplish two things: we not only keep moving the fund we have so 
that we can use the money in other places, other countries, but as we 
do more and more of that in individual countries and private capital 
steps in to take the place of our capital, to that extent we have strength- 
ened the economy in that country and the need of that country be- 
comes less and less. The whole purpose of this is to do the job and 
get out if we can. 

Mr. Forp. How soon do you visualize you will have some replenish- 
ment of funds from a turnover in the capital? 

Mr. Houuster. I do not believe that we can make any real pre- 
diction. In most of these loans, in addition to the pyment of interest, 
we will have amortization after a grace period of a few years, so to that 
extent there will be capital coming back in. Of course, there may be 
cases where by buying a certain type of security we may be able to 
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turn it over faster. We might just guarantee an investment for a 
short time. It might not be necessary to continue that guaranty and 
that would release some of our resources for other purposes. I do 
not think that we can expect that there will be a fast turnover in the 
early years. As the countries in which we invest, you might say, get 
in stronger shape, and as more of the loans come to termination, there 
will be obviously more funds coming back in and thus the fund will 
be replenished. 


FAIRLESS REPORT ON FINANCING OF LOANS 


Mr. Forp. As I understand the basic difference between the pro- 
gram that has been submitted by the executive branch of the Govern- 
ment and the recommendations of the Fairless report, it is primarily as 
to whether or not this long-term program should be financed by bor- 
rowing authority or a continuation of the grant process. 

Mr. Houuister. Well, I think what the Fairless Committee was 
reporting on was their dislike of loans in foreign currency. That is a 
feeling that a great many people have. Then there is a strong element 
who have always felt that in this kind of work it is better to make a 
grant than, we will say, a soft loan. Coupled with that approach is 
this thought—that what might look like a soft loan to them then might 
turn out in years to come to be a good loan. That is what we are 
hoping for in all of this activity. 

Mr. Forp. Apparently the Fairless report did concur in the view 
that these programs should not be limited to 1 year illustrative-type 
approach, but rather should be an extended program with some assur- 
ance over a period of time. They simply disagreed as to the method 
of financing. 

Mr. Houuister. As to whether they should be dollar loans or foreign 
currency loans. They were going at the same objective and came up 
with a different means of achieving it. 

Mr. Forp. The Export-Import Bank has been used as an example, 
not because this program would be identical with it, but as an illus- 
tration of how it could work in part anyhow. 

The Export-Import Bank, as we know, finances its own adminis- 
trative costs out of the profits it makes, employee costs, and others. 

Is it contemplated that this program would follow that pattern 
after it became operational? 

Mr. Houuister. We will have to wait and see. It is obvious as we 
start off there will be no profits, and its operations will have to be 
financed by our general administrative funds. It is a question of 
administration. Naturally, we would hope eventually it would 
operate as any lending agency should and be able to show a profit 
which would include administration costs, I would think. This is 
several years off, and I do not think that is something we have given 
serious consideration to as yet. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller? 


ACT OF CONGRESS NECESSARY TO TERMINATE DEVELOPMENT LOAN FUND 
OPERATION 


Mr. Miuuier. Mr. Hollister and Mr. Dillon, I think you fully 


realize that one of the problems we will not only have to work out in 
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committee but on the floor is the question of whether or not congres. 
sional control is being too radically reduced if this development loan 
goes through. 

Assuming that the proposed legislation is adopted and becomes law 
under the program that is before us, and suppose that a year from 
now the Congress wants to limit the program or abolish it—I will not 
say the Congress, I will say that some Members want to—what action 
would be required, as you understand it, to call the program off 
year from now? 

Would the action of either the legislative committees or the appro- 
priations committees terminate it or would it take an act of Congress, 
a law that nullified it? 

Mr. Houustsr. It would take an act of Congress, Mr. Miller, 
How that result would be accomplished, might come about in various 
ways. It might be part of the authorization bill or, as we have indi- 
cated today, it might be a part of the appropriation bill. There would 
have to be affirmative action by the Congress in order to terminate or 
curtail the authority for the years 1959 and 1960, as the case might 
be. But that action could come through the authorizing process or 
through the appropriating process. 

Mr. Mruter. It would require an act of Congress? 

Mr. Houtisrer. Yes, sir. 

Mr. Miter. In other words, it could not be terminated by a report 
disapproving it by one of the committees of the House or Senate. 

Mr. Houutster. No, sir. 

Mr. Miter. It would require being written into a law. 

Mr. Houutster. Yes, sir. 

Mr. Mituimr. Did I understand you when you were discussing 
this with Mr. Taber to indicate that it would not require necessarily 
legislative action by the legislative committee? In other words, an 
appropriation bill could terminate it? 

Mr. Houutster. The appropriation bill could contain a provision 
which would curtail this authority. That would be a part of the 
bill, the mutual security bill or any portion of the mutual security 
bill which might be reported to the House or to the Senate, if you 
talk about the Senate Appropriations Committee. 

Mr. Miuuer. That would be based on presently existing legislation 
and not be subject to a point of order as being legislation on an ap- 
propriation bill? 

Mr. Houuister. We have said if there is any question about it, 
we would be glad to have language of that kind included in the pending, 
or what will be the pending authorization bill. 

It is our understanding—and the lawyers have so advised us—that 
without additional authority, the Appropriations Committee under 
the law which governs these business corporation type organizations 
of the Government, that they may be handled by the Appropriations 
Committee in that way, so that the recommendation of the Appropria- 
tions Committee to the body of which it is a part is not subject to a 
point of order. 

Mr. Miuuer. Of course, that applies to existing Government cor- 
porations. As I understand it, this development loan fund would not 
be a Government corporation. 

Mr. Houutster. It is stated in the legislation that it will be subject 
to _ same regulations. We did that purposely, so that this 
woulc 
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Mr. Miuier. Your proposal of having the law so that it might be 
curtailed by action either in an appropriation bill or by act of Con- 
gress—of course, anything can be done by normal legislative pro- 
cedure. 

Mr. Ho.utstEr. Yes, sir. 

Mr. Mier. Carrying my hypothetical case a bit further, suppose 
advantage is taken of the borrowing authority in fiscal 1959 and fiscal 
1960—this is looking quite a way ahead—but would the Congress 
be in a position to terminate further activities in fiscal 1961 under this 
legislation? 

Mr. Houtuisrer. Mr. Miller, if when Congress meets in the spring of 
1960, there would be at that time unobligated amounts in this fund, 
whether they date back from the authority granted for 1958, 1959, 
or 1960, if the Congress then should pass legislation to the effect that 
there should be no further obligations in the fund, obviously the right 
to obligate would cease at that time and any funds then unobligated 
could not be obligated. 

Mr. MiLer. Suppose we carry it a year later and the loan fund has 
borrowed from the ‘Treasury in 1959 and 1960, and it is a going concern. 
Could the Congress terminate it in 1961? 

Mr. Hotuistrer. In 1961, to the extent of funds up to the total 
amount of the 3 years that had not yet been obligated—there would 
still be authority to obligate them because this is a continuing right to 
obligate—but to the extent they were then unobligated, there is no 
question but that the Congress would have full right to terminate any 
further right to obligate. 

Mr. Miter. I realize this is looking ahead. Perhaps it would be 
some years off. But when this becomes a revolving fund, if it does, 
as we hope it will, would the Congress have any control over the use 
of recovered funds, repaid funds? 

Mr. HouusterR. They would have complete euthority. 

Mr. Mixxer. I mean other than under the law that you are asking 
to be enacted, would Congress have it or would it require something 
further? Of course, I realize Congress can abolish most anything 
legislatively if it goes about it. But is there any machinery whereby 
there would be any control of the reloaning of these funds? 

Mr. Houuster. Not without some affirmative legislation except 
that there would be a continuation, of course, of the annual report 
under the Government Corporation Control Act, which gives this 
same authority each year to the Appropriations Committee to make 
a recommendation. That would be current each year. 

Mr. Mituer. From a practical standpoint, there would be no ma- 
chinery set up here. It would be a permanent organization by that 
time, would it not? 

Mr. Houutstrer. It would not be necessary. It is like the other 
organizations of that nature. They simply go on until Congress 
modifies their activity or puts them out of business. 

Mr. Miuiter. To put it out of business would require the same 
type of legislative procedure as when the RFC was abolished or any 
other existing agency? 

Mr. Ho uister. Yes, sir. 
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LOANS TO PRIVATE INVESTORS AS AN AID TO DEVELOPMENT 


Mr. Miuier. | understand that one of the goals it is boped this 
would help accomplish would be to make it possible for other finan- 
cial agencies or private capital to finance some of these programs 
that they are not now able to do. Could you give me an idea of how 
that would be worked? Where would private capital or one of the 
other banking institutions be able to operate where they cannot 
operate now? 

Mr. Houuister. They would be able to get dollars for some par- 
ticular project from this organization where they could not get them 
from existing organizations. If they could get them from existing 
lending organizations, we would not want to be in the field. Let 
me just give an example. I am giving this because one of your col- 
leagues asked specifically if this kind of thing could be done. 

That was with respect to, we will say, a hotel in one of the Far 
Eastern countries where there is beginning to be a certain amount of 
tourist trade and travel by businessmen. If American capital in a 
substantial amount were willing to take a chance in some of the larger 
cities of that country where hotels are greatly needed, as some of you 
gentlemen who have traveled there know, it might very well be the 
kind of project which we would put a certain amount of capital into, 
Perhaps local capital would be obtained from that country. In many 
cases that is possible. 

That is a particularly good foreign-exchange area. Nothing gets 
foreign exchange into a country more quickly than having tourists in 
there buying local goods with dollars. Eventually, we would get paid 
out. That would be an example of getting private money into an 
area to improve the foreign-exchange situation, to increase the ability 
of the local people to make things which, in turn, they sell to the 
tourists. That is an example, I think, of what you mean. 

Mr. Miturr. That would initially be an outright loan from the de- 
velopment fund? 

Mr. Houuistrer. Yes, sir. 


COOPERATION WITH OTHER FINANCIAL ORGANIZATIONS 


Mr. Mixtuer. You would hope to transfer it. There was an impli- 
cation that there might be instances where there would be participa- 
tion by other institutions in a loan that was also stemming from the 
development fund. 

Mr. Houuister. Let me give another typical example of what might 
happen. 

There might be a mine, some valuable minerals in some country— 
and I think of several examples—some distance from tidewater. 
The building of a railroad is necessary to develop the mine. It might 
be that the Export-Import Bank or the World Bank would make a 
mining loan, but the mining loan would not be worth much unless 
means of access to tidewater was available. It might be that the 
railroad loan is the kind of loan we could make. It would not be 
as quickly repayable as the mining loan would, and yet it might be 
something that eventually would “be paid back, and with interest, 
over the years. Yet, to get private capital to go in on that now would 
be perhaps impossible, and even to get the Export- Import Bank or 
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the World Bank to go in on the mining loan, unless we gave supple- 
mentary support, would be impossible. 


GUARANTY FOR PRIVATE LOANS 


Mr. Mituer. Would you have instances where you guaranteed 
loans; where they would make the loans, but you would guarantee 
them? 

Mr. Hotuster. Sometimes, if the money is available, we might 
make a guaranty, a strong guaranty or a limited guaranty, and in 
that way induce private money to goin. While we would, obviously, 
have to tie up a certain amount of our resources to be sure we can 
satisfy the guaranty, it might be a quicker way to accomplish the 
same thing rather than put our own money in. 

Mr. Miter. If you had a situation like that, where you were 

aranteeing the loan, particularly when those loans are looked upon 
as soft, would the policy be that you would earmark the amount of 
the guaranty. Would it be considered as a commitment and not 
subject to another use? 

Mr. Houuister. Yes. Any properly run institution that makes a 
guaranty has to set up funds to make up that guaranty. I think 
anyone conducting this institution would want a hundred-percent 
reserve on most guaranties of that kind. 

Mr. Miuuer. A bank does not necessarily set aside money for 
100-percent coverage. If they have a big volume and they are firm 
loans, they have to maintain a proper reserve, but they do not have 
to have it on deposit, dollar for dollar. In your case, you will have 
to have it dollar for dollar. 

Mr. Houuster. I would think that would be true early in the game. 
After years of experience, as in any business where you have actuarial 
data, you would be able to have proportional rather than 100 percent 
reserves. In the guaranty program we have today, which Congress 
authorized us to go into, in which we insure against expropriation 
and against transferability of earnings and also against war risk, we 
are prepared to insure a good deal more than the amount of notes 
which the Congress has authorized us to issue against that insurance. 

So, to that extent, we are going into it on a less than 100-percent 
basis. 

We do make the 100-percent guaranties, and I suppose if there were 
a complete failure of the whole thing, the Government would be 
morally obligated, somehow, to pay the difference. 

Mr. Mitier. Of course, you have a diversity of risk. The prin- 
ciples that insurance companies and banks wor ‘k on would be appli- 
cable if you had earnings accumulated and a capital structure other 
than just your borrowing authority. You should be rather conserva- 
tive, it seems to me. 

Mr. Houuisrer. I think, in the beginning of this operation, you 
would want a hundred-percent coverage for any guaranties that were 
made. How the thing might develop later w ould be a matter I would 
not want to pass on now. 

Mr. Miuuier. With respect to these loans that you would make in 
foreign countries, of course, there are many hazards aside from the 
merits of the loan itself when you are dealing in foreign exchange. 
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LOAN REPAYMENTS TO BE AT CURRENT WORLD EXCHANGE RATES 


As you see it, would those loans be made so that dollars would be 
transferred to be repayable in a specific number of francs, lira, or 
whatever it might be, or would those loans be geared to exchange rates 
that might exist in the future? 

Mr. Houuister. The latter is the case. We refer to them ag 
dollar-denominated loans. In other words, we assume—and we have 
it in the agreement—that the repayment will be made not necessarily 
in the number of units of the foreign currency which represents the 
dollar at the time the loan was made, but the number of units which 
represents the dollar at the time of repayment. 

Mr. Minurer. That would be in all of these contracts? 

Mr. Houuister. Yes, sir. 

Mr. Miuuer. I think that is rather important and it is not generally 
understood. I was not sure about it until now. 

Mr. Houutster. That is what we call maintenance-of-value clause, 
which we have in all our loans, even in our Public Law 480 loans, 
except for one, which was made, I think, perhaps inadvertently. We 
have kept that maintenance-of-value provision in all these loans. 

Mr. Mituer. This would definitely be the policy with respect to 
the development loan fund dollars, that they would be repayable in 
the exchange value at the time rather than in a specific number of the 
foreign currency units? 

Mr. Houuster. Yes; the maintenance of dollar value. 

Mr. Mituer. Otherwise past history would indicate— 

Mr. Houutster. The country could devalue and pay us back in 
worthless currency. 

Mr. Mitter. And might do so without meaning to when you think 
of what has happened. 

Mr. Houuistser. Yes, sir. 

Mr. Forp. Would the gentleman yield? 

Mr. Miuumr. Yes. 

Mr. Forp. Would that be applicable to loans made to private 
individuals or concerns in a particular country? 

Mr. Houuster. Yes, sir. 

Mr. Passman. Will the gentleman yield? 

Mr. Miuuer. Yes, sir. 

Mr. Passman. Assuming the American dollar to be worth 49 cents 
today when based upon the 1939 value, by pursuing a continuation of 
spending in excess of our revenues for a long period of time, inflation 
within a few more years could conceivably lower the dollar v alue, with 
relation to 1939, to, say, 30 cents. Under such circumstances, a 
situation may be possible where one of these soft currency loans had 
been made to a country when its currency was comparable to ours, 
but its currency may increase in value. Could the country use that 
currency and make payments on the basis of our decreased value dollar? 

Mr. Houuster. If their currency moved up against ours, they 
would be in better shape, just as if it moved the other way- 

Mr. Passman. We would be the loser in that case? 

Mr. Ho.utster. We would not necessarily be the loser. 

Mr. Passman. What position would ( ‘anada, for illustration, be 
placed in on loans where its dollar at one time was worth less and today 
is worth more than the mutual security dollar? 
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Mr. Houuister. You would not expect us to make a loan, I assume, 
to a country and say, ‘‘You will pay us more dollars than we are 
lending you,” on the theory that our own dollar is going down in value. 

Mr. PassMAN. We were in a country in the Middle East with this 

rogram. That country said, “This is the value of our currency.’ 
We had to accept it at that value. However, before beginning the 
program in that country you could get about 1 75 times that much for 
the dollar. The country itself could declare the value of its currency, 
and if it wished to pay the loan in its own currency at some particular 
time, what could be done about it? You know the type of manipula- 
tion to which I am referring. 

Mr. Houuistrer. I know it very well. In fact, Mr. Chairman, in 
most of the countries of the world, most of the underdeveloped coun- 
tries of the world, your free market is different from the official market. 
We are not confined to the official market rate in our loans. 

Mr. Passman. The country could repay on the basis of what it 
says its currency is worth? 

Mr. Houursrer. No. 

Mr. Passman. Who is going to judge the value of the currency? 
If the government says its currency is worth 3 pesos to the dollar, how 
are we going to say they are mistaken? How would we say the cur- 
rency is ; worth only 2% pesos? This is a matter of nation dealing with 
nation, and would not we have to accept the other country’s declara- 
tion as to the value of its currency? 

Mr. Houustrer. No, we are not bound by their declaration. 

Mr. Passman. Thank you. Mr. Miller? 

Mr. Mier. As I see it, from what you say in reply to the chair- 
man’s remarks, the basis of value would be the world market rather 
than their own evaluation; whereas, as a tourist one may have to go in 
and accept an artificial exchange rate, the development loan fund 
would not have to. 

Mr. Houuster. That is correct. 

Mr. Miter. One final question. I am sure that Mr. Dillon from 
his past experience can give us a good guess, 


USE OF DEVELOPMENT LOAN FUND TO BE RESTRICTED TO LESS 
DEVELOPED COUNTRIES 


Do you anticipate development loan funds would be used in such 
countries as France, Britain, and the nations where we are phasing 
out of the development program? 

Mr. Ditton. No. It is our purpose to use these in less developed 
areas of the world. We have no intention of using them in such 
developed countries as the countries of Western Europe. 

Mr. Mixer. You definitely have no intention. of making this 
available for soft loans in relatively stable countries 

Mr. Ditton. That is correct, sir. The only soesible exception 
might be the case, for instance, of France where you could conceivably 
make loans that were used in some of the overseas territories in Africa 
or places of that nature. 

Mr. Miter. In places like Tunisia or Algeria? 

Mr. Druton. I referred to French territories. 

Mr. Mixer. They would not be French loans but would be made 
to the local government or the businesses there? 

Mr. Ditton. That is right. 
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ANTICIPATED REPAYMENTS TO REVOLVING FUND 


Mr. Mituer. Just as a guess, when do you gentlemen think we 
will have an appreciable amount coming back in to be a revolving 
fund if this program goes through? I realize it is only an educated 
guess, but how many years away do you think that would be? 

Mr. Houutster. I would not want to guess. It depends so much on 
world conditions and how this works out. I think it would be very 
difficult to guess as to a time when it would be completely revolving, 
That would be very difficult. 

Mr. Mituer. When would it amount to enough so that—— 

Mr. Houustrer. As soon as we get a certain amount of principal 
back in payment of amortization and an accumulation of interest, there 
will be that much additional that will be usable. 

Mr. Driton. Usually these loans provide that there is a grace 
period of 4 or 5 years during which there are no repayments of princi- 
pal. 

Mr. Houutster. Four years usually. It will not be necessarily 
followed completely. 

Mr. Ditton. That is a rough idea. We would, therefore, get very 
little back in the first few years. 

Mr. Miuuer. You would not have enough to make any real differ- 
ence in the program for the next 3 or 4 years. 

Mr. Ditton. No, sir. 

Mr. Miuuer. That is about as far as you care to go? 

Mr. Diiuon. Yes, sir. 

Mr. Miuuer. Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Miller. 

If we should have the same type of experience with these soft loans 
as we had with the hard dollar loans made after World War I, there 
may never be any fund by which we could make additional loans, 
Is that not a possibility? 

Mr. Houutster. There are two extremes. One extreme would be 
complete failure and the other extreme would be having everything 
paid back. 

Mr. Passman. The statement I made refers to what we thought 
were sound, hard dollar loans, but which turned out to be but little 
more than pieces of paper. 


AUTHORITY TO APPROVE LOANS 


At what level would these loans be made? 

Mr. Houurster. What level do you mean? 

Mr. PassMAN. At the level of the people in the field, these enthus- 
iasts who are building up their own little bureaucarcies? Do they 
recommend the loan? Do you approve theloan? Does the President 
approve it, or the Secretary of State? At what level would the loan 
be approved? 

Mr. Houurster. The present plan is to have one man in the ICA 
designated to conduct these loan operations, probably a Deputy to the 
Director. He would have a small staff. It would be carried on 
within the framework of the whole mutual security program. He 
would be operating, of course, in full cooperation with the Export- 
Import Bank, the World Bank, and keeping the National Advisory 
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Council on International Monetary and Financial Problems fully 
advised. 

If some form of statutory advisory committee is not set up in the 
bill, there would undoubtedly be at least an informal committee to 
consider policy and planning. 

Washington would be the place where the final decision would be 
made with respect to any loan, which is, I think, what you meant to 
ask. 

Mr. PassMaANn. Would the credit departments of the Export- 
Import Bank and the World Bank be used to determine whether 
the loans are sound? 

Mr. Hoututsrer. No, because they are engaged in a different busi- 
ness. 

DEVELOPMENT LOAN FUND WOULD MAKE “SOFT”? LOANS 


Mr. Passman. What is the connection between the Export-Import 
Import Bank and World Bank and the lending authority being asked 
for this program? 

Mr. Houuisrer. The connection is this. We want to observe 
scrupulously the difference between the areas geographically and the 
areas from the point of view of the kind of loan made between the 
different institutions. 

You must remember the Export-Import Bank was organized to 
help the export-import business of the United States. This proposed 
fund is organized to help develop certain countries in the world to 
make them stronger in a situation in which we are trying to contend 
against international communism. 

So they are for entirely different purposes. The Export-Import 
Bank makes hard loans in dollars, and everything must be bought in 
the United States for which they lend money. 

Mr. Passman. This type of loan would be made when it had been 
declined by the Export-Import Bank, by the World Bank, and by all 
private lending institutions. When they decide they want no part 
of the transaction then this program would consider the loan? 

Mr. Ditton. That is correct. 

Mr. Houuisrer. He did not mean that it would be declined. It 
would be obvious in the beginning that the loan would not be presented 
to those organizations. 

Mr. Passman. Did you concur with my statement, Mr. Dillon? 

Mr. Dition. One of the criteria for loans in the bill itself is that 
they will not be made if funds are available from other institutions. 
So that is a different way around of saying the same thing. 

Mr. PassMAN. So it is just as well that we should be direct. Would 
you mind giving me a yes or no answer? I should like for the record 
to indicate that we either are or are not in accord. 

Mr. Ditton. I am in accord with the criteria of the bill, which says 
that we would take into account in making a loan whether financing 
could be obtained in whole or in part from other free world sources 
on reasonable terms. 

Mr. PassmMan. You affirmatively answered my question. Thank 
you. 

Mr. Denton? 
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USE OF PUBLIC LAW 480 FUNDS FOR DEVELOPMENT LOANS 


Mr. Denton. You have about a billion dollars in Public Law 480 
funds which are committed to development loans. How successful 
have you been in using that money for that purpose? 

Mr. Houuister. You made a statement with which I do not agree. 
You said that amount was committed to development loans. Public 
Law 480 figures always get us into some difficulty. I am wondering 
whether you would want to have me go through all that again now or 
allow Dr. FitzGerald, who is coming up, to go into that. He has all 
this Public Law 480 at his fingertips. 

Mr. Denton. Will that tell us in what countries the money is 
available for this purpose and how successful you have been in making 
loans in that respect? 

Mr. Houuster. No, sir. I can say at this time that the amount 
which is ready to be loaned is still quite small with respect to the 
whole program. It will be increasing faster and faster as more sales 
money is paid in and as more loan agreements are made, but today 
from a total of something over $2 billion worth of the equivalent in 
foreign currency there has been available for lending something less 
than $400 million. I had better let Dr. FitzGerald give you those 
figures. 











ICA USE OF COUNTERPART FUNDS 








Mr. Denton. You have about a 
funds in foreign countries, too? 

Mr. Houuister. There is counterpart of different types; ves. 

Mr. Denton. Have you used any of those counterpart funds? 

Mr. Houuister. The counterpart is not our money. 

Mr. Denton. You had 10 percent of it. 

Mr. Houuister. A certain amount, yes, but most of the counterpart 
money belongs to the countries themselves. 

Mr. Denton. You have a certain voice in how the money is spent. 

Mr. Houuister. Yes. 

Mr. Denton. Could you tell me how much of that has been spent 
for this purpose? 

Mr. Houuisrer. Again these are things I do not carry at my finger- 
tips. We made several statements on it, and I will be glad to give 
them to you. 

Mr. Denton. When you make these loans, I expect you will require 
a certain advance planning survey and certain economic surveys and 
you will check the loans just like any other lending institution would. 

Mr. Houuister. Yes, sir. 

Mr. Denton. You will have to set up your organization after this 
law goes into effect. That will take some time. 

Mr. Houuisrer. We do not think it will take very long because we 
are not moving into a completely new field. 


billion dollars in counterpart 



























NEED FOR 3-YEAR AUTHORITY 


Mr. Denton. It is going to take some time to make these loans if 
this program goes through. 

Mr. Hoxzusrer. It will not take very long to make a number of 
them for this reason: That a number of them will be very much of the 
same type we have been making. Some of these we have talked about 
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today that appear on our charts are those which had moved quite far 
toward the implementation stage. 

Mr. Denton. You have not told us how many would be in that 
category. 

Mr. Hotuisrer. You mean how many we could go into imme- 
diately? 

Mr. Denton. Yes. 

Mr. Houuister. That might be a little difficult, I think. 

Mr. Denton. Let me ask you this. Why could you not just as 
well come up and tell Congress on a 1-year basis the applications you 
have approved and the ones you need money for? Why do you need 
3 years to do that? 

Mr. Ho.uister. Because we do not know what we are going to do 
in the next 3 years. We cannot tell you today all the different pro- 
grams. That is just what we do not want to do. We think it is 
the greatest mistake in the world to try to tell you now the kinds of 
programs in this whole area that we ought to move into in the next 3 
years. 

Mr. Denton. Why can you not tell us this year what you are going 
to do this year and if anybody wants to make a loan next year, let 
him make application for it. You do such preliminary work as you 
need to do and next year come up like every other agency does and 
ask Congress for the money you need. What is wrong with that? 

Mr. HotutstEer. Every other agency does not do that. 

Mr. Denton. Take the Army engineers, for example. They do 
development work such as you speak about. Is it any harder for 
them to have advance planning and come up with their program every 
year and tell Congress what they want to do than it is for you, except 
that you are larger? 

Mr. Hotuistmr. It is easier for them. 

Mr. Denton. Why? 

Mr. Hotuister. Because of the fact that they deal in an entirely 
different kind of business and in an entirely different part of the world 
under entirely different circumstances. They are engaged in ‘acting 
in the United States, in friendly areas, under eovernments which 
they can work with and which they understand, and I think you know 
even with all that, they make some very substantial mistakes in the 
size of their programs and the number of years it will take to complete 
their programs. But that is something they have been doing many 
years. 

Mr. Passman. Will the gentleman yield? 

Mr. Dunton. Yes. 

Mr. Passman. If the Corps of Army Engineers, in existence since 
the time of George Washington, with its edue ation, training, complete 
planning, makes many mistakes, it is not difficult to imagine the 
extent of the mistakes which would be made in this worldwide pro- 
gram with limited trained and experienced personnel. 

Mr. Houuister. I could not agree with you more, Mr. Chairman. 
There will be a number of mistakes made. There is no question 
about it. We have made mistakes and will make mistakes again. 
You cannot conduct a program of this kind without making many 
mistakes, mistakes which only 5 years or 10 years from now you will 
realize. 
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Mr. PassmMan. This is more positive and definite proof why this 
committee should hold extensive and careful and searching hearings 
to endeavor to determine what is needed for these programs. 

Mr. Denton. Do you not think it is a better proposition for 
Congress to have annual appropriations and review the expenditures of 
every department every year? 

Mr. Horitster. Let me try to say this. In general, with respect to 
programs carried on by Government departments in the United States 
of America, I agree with you 100 percent. 


NEED FOR ANNUAL CONGRESSIONAL REVIEW OF PROGRAMS 


Mr. Denton. Let me ask you this. Is there any other way by 
which Congress and the people can keep control of their own purse 
strings? 

Mr. Houutster. May I[ go further? 

Mr. Denron. Let me just ask you that. Will you answer that 
question, please. 

Mr. Houustrer. It depends upon what you mean by “control’’ 
and the degree of control. I do not think it is possible in the area 
in which we are discussing to do a job—— 

Mr. Denton. I am speaking generally. Is there any way by which 
Congress can keep control of the purse strings without an annual 
review of the programs? 

Mr. Houuister. It is not easy to keep control without that, not 
as easy as it is with the appropriations, but may I finish? I do think 
that a substantial control can be kept by the Congress even without 
the annual appropriations cycle. 

Mr. PassmMan. You would not recommend such a practice for all 
agencies of government? 

Mr. Denton. Would you recommend that the engineers should 
say that they want a 5-year plan and have us authorize them to make 
projects for a 5-year period and give them blanket authority where 
everybody can see it? 

Mr. Houuisrer. I do not want to dispute whether or not it is wise 
for another department to do something different from what they do 
today. 

Let me point out again that with most Government departments 
it is easy to say what the requirements are in personnel, in material, 
and what the activities are going to be for the coming year. The 
Department of Commerce has ver y definite duties, as does also the 
Justice Department and the Treasury Department. 

In this work in which we are asking that only a portion of the 
money be put on this basis—— 

Mr. Denron. If this is going to be a permanent program, then this 
agency ought to be put on the same basis as all others. 

Mr. Houuister. Are you asking me a question or making a state- 
ment? If you are asking me a question, I will try to tell you why I 
think it should not be. 

We are saying with respect to $500 million out of a total program 
of a little under $4 billion, which is the mutual security program— 
that is not very far over 10 to 12 percent—that with respect to that 
amount, we be given authority to do it on a different basis because 
we really believe that a better job can be done if we do not have the 
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annual cycle which we have today where we believe we are hurried 
into activities into which we should not be hurried. 

Mr. Denton. Do you have any different problem from that of any 
other branch of government? 

Mr. Houutster. Very much. The problem is this. We are deal- 
ing halfway around the world. 

r. Denton. Now right there, one thing you are doing is that you 
are doing things nobody in this country sees. What is done in this 
country everybody sees. That is a big difference, is it not? 

Mr. Houuister. That is one of the differences. 

Mr. Denton. Would any agency in this country today ask that 
they be given a 3-year appropriation where everything was where 
the people could see it? 

Mr. Houuister. You asked for the differences. You are asking 
me a different question, as to whether any agency would ask for that 
authority. 

It is a fact that these activities are far away. I had not thought 
of that particular difference, but it is true. The reason I mentioned 
the distance is because the methods of communication are still not 
perfect. We cannot afford to cable on everything. We must use the 
mails. That means that an interchange of communications with one 
of our farflung missions sometimes takes several weeks. 

We are dealing with governments, sometimes very largely ignorant 
of ordinary business practices. We have been instructed by the 
Congress to use the local activities of these governments in what we 
are doing, so that we are not the big brother who moves into a country 
and does everything for them. We try to make their ministries, their 
own importers, their own businessmen do a certain amount of the 
work. It is not easy. That all needs planning, it needs education, 
and all kinds of things not needed by the ordinary government 
department. 

Mr. Passman. Will the gentleman yield? 

Mr. Denton. Yes. 

Mr. Passman. Mr. Dillon, the Deputy Under Secretary of State 
for Economic Affairs, must leave. 

Mr. Dillon, in behalf of the committee I thank you for appearing 
and giving us the benefit of your wisdom and views on this program. 
I apologize for not recessing for luncheon, but we have pursued this 
course from the time the hearings were begun. 

For explanation, we received this bill so late in the vear that if we 
do not hold hearings in such manner we could not complete the task. 
Even so, weeks of hearings are required. 

Thank you very much. I hope you are on time for your plane. 

Mr. Drtton. Thank you, sir. 


STATEMENT or Deputy Director ror PROGRAMING AND PLANNING, 


ICA 


Mr. PassmMan. We shall hear from Mr. John H. Ohly, ICA Deputy 
Director for Program and Planning. 

Mr. Ohly, do you have a statement to make? 

Mr. Onty . Yes, Mr. Chairman. 

Mr. Passman. You may proceed. 
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REQUEST FOR SPECIAL ASSISTANCE 


Mr. Ounty. Mr. Chairman and members of this committee, | 
appear before you to request an appropriation of $300 million to 
provide special assistance. The term “special assistance” covers a 
category of aid which is new this year, and which I shall explain and 
describe at further length in a moment. It is dealt with at consider- 
able length at pages 65 to 73 in the nonregional volume of the fiscal 
year 1958 congressional presentation book. 


AUTHORITY FOR APPROPRIATION 


The authorization for the appropriation of this $300 million in spe- 
cial assistance is contained in section 400 of the Mutual Security Act 
of 1954 as it would be amended by section 8 (a) of the proposed 
Mutual Security Act of 1957 as submitted by the executive branch, 
This new section, if adopted in the form requested, would permit the 
appropriation to the President of $300 million for use in fiscal year 
1958 on such terms and conditions as the President may specify for 
either of the two following types of assistance: first, for assistance 
which is designed to maintain or promote political or ec onomic stabil- 
ity and, second, for assistance in accordance with the provisions of 
this act applicable to the furnishing of assistance under (a) title I 
(which relates to military assistance and defense support), (5) section 
304 (which relates to the furnishing of technical cooperation), (c) see- 
tion 405 (which deals with assistance for migrants, refugees, and 
escapees), and (d) section 407 (which has to do with aid to Palestine 
refugees). 

Before explaining in further detail the purposes of special assistance 
and the basis for our estimate, it may be useful to make a number of 
general observations about this new section. 

In the first place, it carries an authorization for the appropriation 
of funds for only the single fiscal year 1958. In this respect it differs 
from the authorizations requested by the executive branch in the case 
of military assistance, defense support and technical cooperation as 
to which permanent appropriation authorizations have been sought. 

In the second place, the funds requested would remain available 
only during the fiscal year 1958. In other words, they would have 
to be obligated by June 30, 1958. 

In this respect, the authorizations are different from those requested 
in the case of military assistance and defense support, as to which 
no-year funds are sought, and in the case of tecnhical cooperation, as 
to which it is requested that 25 percent of the amount appropriated 
remain available for obligation for 3 months beyond the end of the 
fiscal year for which appropriated. 

In the third place, the proposed section 400 contains a provision 
which would authorize the use of $100 million of the funds appro- 
priated thereunder without reference to the other requirements of the 
Mutual Security Act, the Mutual Defense Assistance Control Act, 
and Mutual Security Appropriation Acts. 

I turn now to the purposes for which the $300 million requested 
under section 400 are intended to be used. These purposes fall roughly 
into two broad categories which I shall deal with separately. 
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FUNDS REQUESTED FOR MAINTENANCE OR PROMOTION OF POLITICAL OR 
BCONOMIC STABILITY 


In the first place, the funds provided under this section are intended, 
up to the amount of approximately $100 million, to provide the money 
needed to cover certain programs which we now believe should be 
carried out during fiscal year 1958 but which do not fit into any of the 
other categories of aid as those categories are now defined. In these 
me the aid needed is important to the attainment of United States 

objectiv es overseas but, at the same time, does not either (a) have a 
military purpose (and hence cannot be extended as military assistance 
or defense support), (b) qualify under the definition of ‘technical 
cooperation’’, or (c) meet the standards of eligibility for aid from the 
development loan fund. 

Anticipated requirements of this character are shown on page 66 of 
the nonregional volume of the presentation book. I believe that each 
of these programs has already been described by previous witnesses 
in connection with the presentation of mutual security requirements 
in each of the major geographic areas or as part of several nonreg:onal 
programs, those for malaria eradication and Hungarian refugees. In 
the aggregate, these anticipated re quireme nts embrac ‘e a wide variety 
of purposes and objectives that might, however, generally be encom- 
passed by the term ‘‘the maintenance or promotion of political or 
economic stability,’’ which is the language which is used in the 
authorizing section. They include, but are not limited to, require- 
ments for aid under the following types of circumstances: 

(a) Aid which may be required to deai with economic problems of 
a nondevelopment character which are not directly related to a 
country’s defense burden, such as, for example, the restoration or 
maintenance of stable economic conditions; the provision of relief to, 
or the resettlement of, refugees; the solution of an acute balance of 
payments or currency stabilization problem; the rehabilitation of 
war-devastated areas; the repair of damages resulting from a natural 
disaster, and so forth; 

(b) Aid which is needed to equip police or other internal security 
forces which are not under military control; 

(c) Assistance which is necessary to achieve some political or other 
objective which is not military in origin; and 

(d) Aid which is intended to promote economic development in a 
situation where the criteria for securing aid from the fund cannot be 
met, because, for example, such aid cannot be furnished on a basis 
of repayment. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. Yugoslavia is included for $15 million. Is Yugo- 
slavia in the same category as Nepal? 

Mr. Outy. No; I have given four different major categories. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. I was merely asking the question if the same cate- 
gory applies because you single out Nepal here. 

Mr. Ounty. No, sir; I was relating Nepal to the example numbered 
(d) of the examples which I read. 

Mr. PassmMan. But they were selected from the same confidential 
list, on page 66? 
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Mr. Outy. Yes, sir. 

Mr. Passman. And the two countries are listed there? 

Mr. Onty. They fall in the same category. 

Mr. Passman. As countries being unable to pay, with little or no 
chance of ever repaying any part of the money? 

Mr. Ounty. No; as a matter of fact, Mr. Passman, in the case of 
that particular country, some or all of these funds might be provided 
on a loan basis, just as this year a substantial part of our assistance 
to that country is on a loan basis. 

Mr. Passman. A kind of blank check which can be filled in later? 

Mr. Outy. Well, it is a reserve fund, if you want to classify it as 
that. 

Mr. Passman. I do classify it as that. 


FUNDS REQUESTED FOR A RESERVE FOR CONTINGENCY REQUIREMENTS 


Mr. Onny. In the second place, it is intended that the remaining 
$200 million of the $300 million requested under section 400 should 
serve as a reserve to meet contingency requirements which may 
develop during fiscal year 1958 for additional military assistance, 
defense support, technical cooperation, aid for migrants, escapees, and 
refugees: (including Palestine refugees), and for which requirements, 
because they are contingent, no specific provision can properly be 
made in the regular programs. 

This second major $200 million component of the $300 million 
special assistance request derives historically from 2 different sources. 
First, there is the $100 million President’s emergency fund which is 
appropriated in fiscal year 1957 pursuant to the authorization in 
section 401 (b) of the Mutual Security Act of 1954, as amended. 
Second, there is the approximately $100 million, which I shall presently 
describe, that was available in fiscal year 1957 under section 201 of 
the Mutual Security Act of 1954, as amended, entitled ‘Development 
Assistance. 

Mr. Mitxier. Would you yield just a minute there? 

Mr. Outy. Yes, sir. 

Mr. Mituer. Do I understand, from what you say, that in the 
proposed legislation those two funds are not set up elsewhere this 
time, and that they are to be put in under this heading, and that they 
correspond to last year’s amounts, and are now being put in under this 
heading? 

Mr. Outy. That is substantially correct, Mr. Miller, as I will bring 
out alittle further on. We have eliminated the President’s emergency 
fund, the first $100 million that I mentioned. The second $100 mil- 
lion, which comes from section 201, represents only a part of the 
money that was appropriated under section 201. It represents that 
part of section 201 which was an emergency fund. 

Mr. Mituer. That is not spelled out? 

Mr. Outy. That is not spelled out. Most of the other activities 
financed out of section 201 this past year have been moved over, and 
are now covered, to the extent that they are covered at all, under the 
development loan fund. 

Mr. Mixer. But you are still saying, are you not, that these funds 
which you had last year are being put under this title of “Special 
Assistance” and do not appear anywhere else in the current proposal? 

Mr. Ounty. That is true, Mr. Miller. 
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AVAILABILITY OF PUBLIC LAW 480 FUNDS IN ADDITION TO SPECIAL ASSIST- 
ANCE FUNDS 


Mr. PassmMan. Were the funds available to the President under 
Public Law 480, or the commodities which he may use, taken into 
account? 

Mr. Ounty. Yes; Mr. Passman, and I should say in this connec- 
tion 

Mr. PassmMan. Are dollars, specifically, being requested? If com- 
modities should be shipped under Public Law 480, then, of course, the 
amount involved would be charged to this particular appropriation? 

Mr. Outy. No. 

Mr. PassmMaNn. Does the President have the other fund of approxi- 
mately $1 billion a year which would be in addition to this appro- 
priation? 

Mr. Outy. Yes, but, of course, they are not usable for the same 
purposes. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassmMan. The President has two funds similar to this one, and 
Public Law 480 has no relation to this? 

Mr. Outy. Well, it is separate and apart from Public Law 480. 

Mr. PassmMan. This money is in addition to Public Law 480? 

Mr. Outy. Well, it is not additive to Public Law 480. It is a 
separate authority of $200 million, which is different from and sepa- 
rate from the $1 billion which would be authorized in the bill that i is 
now going through Congress. 

Mr. Gary. The assistance provided here is in addition to the assist- 
ance provided in Public Law 480? 

Mr. Outy. That assumes, of course, that you classify everything 
that is provided under Public Law 480 as assistance. Public Law 480 
is, in part, an agricultural surplus disposal act, and a great many of the 
things which are sold under that act are not sold for the purpose of 
furnishing assistance primarily. 

Mr. Gary. It is just to get rid of surplus commodities? 

Mr. Outy. I think it is for a combination of purposes. One of 
those purposes is to deal with the fact that we have large agricultural 
surpluses which we want to dispose of. A second purpose derives 
from the fact that in many cases these agricultural surpluses can aid 
in the conduct of American foreign policy. Public Law 480 recognizes 
and tries to marry those two purposes as best it can. 

Mr. PassMan. If there were no Public Law 480 and the request 
being made here should not be granted, then this money would be 
available. If this money should be eliminated, Public Law 480 would 
still be available? 

Mr. Ounty. We would still have Public Law 480; yes, sir. 

Mr. Passman. And whatever funds may be available under the two 
laws would be handled independently and differently, one from the 
other? 

Mr. Outy. Yes; they operate independently of one another. 

Mr. Passman. Regardless of the amount of surplus commodities 
we may ship abroad, and if some of them should be sold, the amount 
of money available in this appropriation would not be reduced by the 
sum received under Public Law 480? 
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Mr. Outy. I did not say quite that, I thought, Mr. Passman, 
There may be situations in which a problem which arises in an overseas 
country is one that is solvable through the use of Public Law 489 
rather than through the use of this fund. If that were true, then 
Public Law 480 would be used. Title IT of Public Law 480 authorizes 
the provision of agricultural surpluses not as sales, but to meet relief 
situations in overseas areas, and that is a valuable authority in meet- 
ing earthquakes and other natural disasters which otherwise would 
have to be financed by aid funds from a source such as this. 

Mr. Passman. I trust vou will be patient with me until we reach 
an understanding as to what I am trying to find out. The request 
being made for the $300 million, if approved by the Congress, would 
be available in its entirety, notwithstanding the amount of commodi- 
ties shipped to foreign countries under Public Law 480? 

Mr. Outy. As a legal matter; yes. 

Mr. PAssMAN. What kind of matter would it be if it were not legal? 

Mr. Outy. I was trying to point out that you might have situations 
which it was possible to deal with under Public Law 480, and for which, 
in the absence of Public Law 480, you would use funds under this 
section. 

Mr. PassmMan. The existence of Public Law 480 would not neces- 
sarily mean any part of this fund would remain unexpended? 

Mr. Ou y. It could very well be that. 

Mr. PassmMan. The money would be available for the President to 
spend regardless of the provisions of Pubiic Law 480? 

Mr. Ounty. It is available. 

Mr. Passman. You may proceed. 

Mr. Onty. Resuming in the middle of page 4. By reference to the 
legislative history of that section you will recall thet section 201 in- 
cluded approximately $100 million im unprogramed funds to provide 
virtually any form of economic assistance—defense suprort, aid for 
economic development, ete.—anywhere in Asia, the Middle East, and 
Africa. We had asked for this latter amount because of our antici- 
pation that there would be, as subsequent history certainly bore out, 
serious emergencies in the Near East which did require the extension 
of additional assistance. 

In presenting our fiscal year 1958 program we have eliminated the 
special Presidential emergency fund of $100 million which was lest 
yeer authorized under section 401 (b) and have included no separate 
provision, comparable to section 201, to cover contingency situations 
in the Middle East during this fise “al year. Instead, we propose in 
fiscal year 1958 to deal with the kind of problems covered in fiscal 
year 1957 by these separate provisions by turning to the approximately 
$200 million in unprogramed funds that are included in the category 
of special assistance 

Off the record. 

(Discussion off the record.) 

Mr. PassmMan. This would take out of the hands of the Congress, 
and place in the executive department, the matter of determination of 
the countries which should receive the aid? 

Mr. Outy. This provision gives the President discretion to meet 
the kind of problems that come up during the course of the year 
without further reference back to Congress. 

Mr. PassmMan. Could you say for the record that there is no pro- 
vision in the present proposal for certain countries in the Middle East? 





Mr. Onty. Off the record. 

(Discussion off the record.) 

Mr: WiaaiesworrH. May I ask one question, Mr. Chairman? 

Mr. PassMan. Yes, sir. 

Mr. Wiac.Lesworru. Did you say that there were some funds out 
of the $100 million available under section 201 in 1957 which were not 
utilized and which are being transferred to the development loan fund? 

Mr. Onty. No, Mr. Wigglesworth. What I was saying was that 
the fiscal year 1957 appropriation of approximately $250 million, 
pursuant to section ia contained approximately $100 million which 
is being reflected in fiscal year 1958 in this new special assistance 
category, and that the kind of activities which were financed by the 
other $150 million, are the kind of activities which in 1958 would, 
for the most part, be dealt with under the development loan fund. 

Mr. Wiaatesworrn. You are talking about projects and activities 
and not dollars? 

Mr. Outy. That is correct. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 


' 


TYPES OF PROJECTS THAT WOULD QUALIFY FOR SPECIAL ASSISTANCE 


Mr. Onty. It would be possible to trace at some length and in 
considerable detail the kind of contingent requirements that it has 
been necessary to meet in the administration of the mutual security 
program over the last few years. I might interpolate at this time to 
say that in the material which is included in the presentation book 
and to which I made reference, we have included a considerable 
number of examples of problems of this kind that we have had to meet, 
beginning with fiscal year 1955 and going through fiscal year 1957. 

Mr. Passman. It will be helpful if you will refer to the page 
numbers. 

Mr. Ounty. You will find that on pages 68 through 72. 

Mr. Passman. Thank you. 

Mr. Ounty. These requirements have normally fallen into one of 
the three following categories: 

(a) Requirements which are recognized as potential requirements 
at the time the program for a succeeding fiscal year is developed and 
presented to the Congress but which as of that time are not sufficiently 
definite in terms of their necessity, size and nature to justify the 
inclusion of a specific, identifiable allowance therefor in the illustrative 
program submitted to the Congress. At any given time, potential 
requirements of this kind will be substantial, and one can be sure, 
based on past experience, that some of them will subsequently become 
actual requirements demanding prompt action. One can be equally 
sure that others will never become firm. However, one cannot foretell 
into which of these t'vo classes any one of the specific potential require- 
ments will finally fall, nor, in most instances, the precise size or 
character it might take. The best one can do is to make an educated 
judgment as to the proportion of all contingent claims that may 
eventually become firm and require explicit recognition in the aid 
program. 
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(b) Requirem ents which are not foreseen at the time the annual 
program is presented to Congress but which appear after the fiscal 
year has commenced. This class of requirements includes those that 
result from natural disasters, those that reflect unforeseeable Soviet 
actions, those which flow from political or economic developments in 
a country of critical importance to the United States, and those which 
are simply the products of human fallibility in forecasting the shape of 
things to come. They include, but are by no means limited | to, 
requirements that one would ordinar ily class as “emergency’ in 
nature. They also include the requirements presented by those 
occasional, suddenly emergent opportunities to seize the initiative and 
to undertake measures abroad which are likely to strengthen the 
fabric of the free world, if, but only if, they are undertaken im- 
mediately or shortly after the opportunity appears 

MR(c) Requirements which reflect an increase in the cost of carrying 
out a program which was actually planned and proposed to the 
Congress for the fiscal year in question. 

It is, of course, difficult to forecast the total of new requirements 
of the foregoing three types which may have to be met in any succeed- 
ing fiscal year, and the best one can do is to make an educated estimate 
which takes into account past experience and the character and. size 
of contingent situations which are already on the horizon when the 
estimate is made. 

It does not follow, of course, that we should establish an unpro- 
gramed reserve equal in amount to our most conservative estimate of 
the aggregate minimum size of contingent requirements which will 
have to be met. We take the position, as we have always done, that 
the regular program should, within limits, be revised to accommodate 
new demands through the application of priorities and the use of 
statutory transfer authority. Beyond a certain point, however, this 
cannot be done without the sacrifice of other extremely urgent activi- 
ties. Consequently, the need for unprogramed funds of the kind 
here proposed. 

Based on (a) our past experience with respect to contingencies, (8) 
the number of contingent situations for which we have made no pro- 
vision even though they can now be foreseen as representing potential 
demands on the program, and (c) the fact that we are not sure whether, 
in reorganizing and regrouping our program under these new cate- 
gories and definitions of aid, we have allowed enough under ‘Defense 
support’’ to meet defense-suppor t needs, we believe that $200 million in 
unprogramed funds represents the minimum reasonable reserve against 
which to work during fiscal year 1958. I would be glad to develop 
the reasons for this conclusion in greater detail if the committee wishes, 
but in any event I would like to stress one fact of particular importance 
and applicability for fiscal year 1958. This is the fact that because of 
the uncertainties which still exist, we have made no specific provision, 
or only very limited provision, for assistance in a considerable number 
of the important countries in the Middle East where, if circumstances 
permit, some program or a larger program than is now planned, 
would certainly be very much in furtherance of vital United States 
objectives in that area. In fact, the $200 million proposed is intended 
to finance in part those additional programs in the general area of the 
Middle East which the President, in his special message on the Midd'e 
East of January 5, 1957, indicated should be under ‘taken. 

Mr. PassMan. Thank you. 
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CONTINGENCY RESERVE AVAILABLE FOR ALL PARTS OF MUTUAL 
SECURITY PROGRAM 


Referring to page 7 of your statement, I quote: 


The fact that we are not sure whether, in reorganizing and regrouping our pro- 
gram under these new categories and definitions of aid, we have allowed enough 
under ‘‘Defense support’’ to meet defense support needs, we believe that $200 
million in unprogramed funds represents the minimum reasonable reserve against 
which to work during fiscal year 1958. 

These funds could be applicable to defense support? 

Mr. Onty. Oh, yes. This fund is available to supplement military 
assistance, defense support, technical cooperation, and the other 
appropriations which I mentioned. It is a reserve. 

Mr. Passman. What amount was requested for defense support in 
fiscal 1958? 

Mr. Ouxy. $900 million. 

Mr. PassmMan. You have almost, in effect, stated here that $200 
million would be transferred to ‘‘Defense support.” 

Mr. Ounty. I think you have to read the last part of that sentence, 
not only with reference to subparagraph (c) but also with reference 
to (b) and (a). 

Mr. ‘Passman. This particular appropriation request is for $300 
million? 

Mr. Outy. That is correct. 


UNEXPENDED BALANCE IN PRESIDENT’S SPECIAL FUND 


Mr. Passman. What amount remains unexpended from ‘Special 


assistance”’ or the President’s special fund? 

Mr. Outy. I will have to furnish that for the record. 

Mr. PassmMan. Let us clear this up as we go along. 

Mr. Murpuy. The amount, Mr. Chairman, which I have specifi- 
cally labeled against that fund as unexpended on June 30, 1957, is 
$25,136,000. 1 should say in explanation however, Mr. Chairman, 
that to the extent this $100 million during fiscal year 1957 has been 
used for defense support or for technical cooperation, the amounts so 
used have been transferred over under those headings, and this $25 
million is the residual amount that is left as special assistance. 

Mr. Passman. This balance has been liquidated by transfer, and 
there is nothing left in the other aecount? 

Mr. Murpuy. Into other captions. 

Mr. Taper. You mean $25 million is not left? 

Mr. Passman. That amount was transferred and obligated? 

Mr. Murpuy. The amount over and above the $25 million. 

Mr. Wiee.eswortn. Which fund is this? 

Mr. Murpuy. This is the $100 million appropriation under section 
401 (b). 

Mr. PassmMan. The unexpended balance was transferred into another 
category so it could be obligated or reserved, because it could not have 
been obligated in the particular category in which it was carried? 

Mr. Murpuy. Well, technically, Mr. Chairman, you are practically 
right. 

Mr. Minter. The $25 million is still there? 

Mr. Murpnuy. That is right, sir. 

Mr. PassmMan. But it is obligated. 
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Mr. Mier. No; it is not obligated.. 

Mr. Murpny. $3 million of the $25 million is expected to be 
unobligated. 

Mr. Passman. Had the balance remained in the fund as appro- 
priated, it could not have been reserved or obligated? 

Mr. Murpnry. Yes; it is a l-year fund. 

Mr. Passman. If the unexpended balance had not been transferred 
into another category, it could not have been reserved or obligated? 
It would have reverted to the Treasury? 

Mr. Outy. No; it is not transferred legally out of the appropriation 
account authorized by section 401 (b). That is a separate appropria- 
tion account, and all this money was obligated under that appropria- 
tion account. Mr. Murphy is saying that, for purposes of illustrating 
the uses to which this reserve is put, the obligations and expenditures 
from this account have been grouped by him, in the figures which he 
read, with the regular aid categories to which they are most closely 
related. 

Mr. PassmMANn. The military category is the only phase of the pro- 
gram in which funds may be reserved? 

Mr. Murpuy. That is correct. 


OBLIGATIONS MADE IN PRESIDENT’S SPECIAL FUND 


Mr. PassMANn. I want you to inform the committee concerning 
these particular obligations. 

Mr. Onty. I will give you a breakdown which will have to be 
partly off the record. If I may put it all on the record and then 
delete later the things that are classified, it might be easier. 

Mr. Passman. That will be all right. 

Mr. Outy. This relates to the $100 million appropriated for fiscal 
year 1957 under section 401 (b). I believe I have the latest figures, 
but I would appreciate the opportunity, Mr. Chairman, to correct 
them if they are not absolutely right. 

For Iceland, there is $8.364 million; Spain, $20 million; expenses of 
the Fairless Committee, $100,000. 

Mr. PassmMan. What committee is that? 

Mr. Outy. The President’s Committee, headed by Mr. Fairless, 
that made the studies of the mutual security program to which you 
referred earlier when Mr. Hollister was here. 

Then, there is $65,000 representing our contribution toward the 
cost of the operation of the so-called Canal Users’ Association, which 
was set up after the Suez crisis, you will recall, to deal with the 
problems of shipping through the canal; $150,000, which was used to 
help finance a nuclear energy symposium of all Latin American 
countries which grew out of the activities of Dr. Milton Eisenhower; 
$30 million for the extension of assistance to Poland; $763,000 to 
help with the problem of the refugees who were driven from Egypt; 
$3.25 million to cover the voluntary nonassessed portion of the 
United States contribution to the cost of the United Nations Emer- 
gency Force located in the Middle East. I believe it was this Com- 
mittee, as you will recall, which felt that the request of the executive 
branch for a supplemental State Department appropriation covering 
that item was not appropriate, and that it should be financed out of 
this fund preferably. 
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Then for Hungarian relief, including programs of asylum, contribu- 
tions to the United Nations activity related thereto, and transportation 
of refugees to this country, $33.4 million. 

Mr. Forp. Would you yield there? 

Mr. Onty. Yes, sir, Mr. Ford. 

Mr. Forp. Was our military program reimbursed for all costs 
involved in that operation? 

Mr. Ouny. Yes; it was. We paid a certain amount for transports 
and for flights. I do not know the exact basis on which we did 
reimburse them. 

Mr. Murpny. Off the record. 

(Discussion off the record.) 

Mr. Outy. I believe that the items I have given you will add up to 
approximately $96 million. However, I have rounded off a few 
figures. 

Mr. Passman. Did not the funds for the operation of the Johnston 
Committee also come out of this appropriation? 

Mr. Onty. The Johnston Committee was financed out of our regular 
administrative account, I believe. 

Mr. Passman. Why was not the Fairless Committee financed out 
of the same account? 

Mr. Murpny. There was not provision included in our budget, 
Mr. Chairman, for the Fairless Committee. It could not be forseen 
at the time the budget was presented. 


UNOBLIGATED FUNDS IN PRESIDENT’S SPECIAL FUNDS 


Mr. Passman. In all of the Presidential funds, worldwide, what is 
the total unobligated balance as of June 30? 

Mr. Murpuy. On the Asian development fund, sir, the unobligated 
balance on June 30 is expected to be $87.8 million. 

On this fund, the section 401 (b) special emergency fund, $3 million. 

Mr. Passman. Are there any other funds? 

Mr. Mureuy. Not that can be identified. The $100 million in 
section 201 which Mr. Obly referred to 

Mr. PassMan. $100 million? 

Mr. Murpny. He referred, as I recall, in the statement to a $100 
million emergency fund for the Near East that was included in section 
201, and we are not carrying anything in that account as being un- 
obligated on June 30. 

Mr. PassMANn. But it is unexpended? 

Mr. Murray. Yes, sir, considerably unexpended. One further 
word of explanation, Mr. Chairman: I do not want to leave any 
confusion. Mr. Ohly referred to the section 201 fund in two com- 
ponents. He referred to a $100 million emergency fund and an 
additional $150 million which was programed out in our last year’s 
operation. 

In that latter component we do expect that there will be almost 
$30 million unobligated, which was earmarked for Burma and 
Indonesia, and on which we probably did not get the agreements 
signed by June 30. 

Mr. WicGcLeswortu. That $30 million is contemplated to be used 
for the purposes specified in the very near future is it not? 

Mr. Murpuy. Yes, sir, in Indonesia we actually have agreed on 
the actual projects we will finance. In Burma we have more projects 
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than we have money, and it is a question of pinning down with the 
Burmese Government which projects the money will go for. 

Mr. PassMan. Is the request being made for any part of the $87.8 
million and the $3 million to be reappropriated? 

Mr. Murpny. No, sir. The $87 million was appropriated on a 

3-year basis, and is available without action of the Congress through 
June 30, 1958. 

Mr. Passman. But in granting the new appropriation, especially 
the $300 million, we should take into account that $87.8 million is 
available, some of which has been on hand unobligated for 2 years? 

Mr. Mu rPHY. Yes, sir, but keep in mind, Mr. Chairman, it is for 
an entirely different purpose. 

They are not interchangeable. We could not use the $87 million 
for the same purposes spelled out in section 400. 


USE OF PRESIDENT’S ASIAN ECONOMIC DEVELOPMENT FUND 


Mr. Passman. For what purposes could the money be used? 

Mr. Murpny. It emphasizes regional-type projects involving more 
than 1 country, 80 percent of which, must be on a loan basis, and it 
would not be fungible, Mr. Chairman, in any way. 

Mr. Passman. Would it be competing with the proposed develop- 
ment loan fund if this were left in the bill for loan purposes? 

Mr. Murpuy. Well, hardly, Mr. Chairman, because, I repeat, it is 
earmarked mainly for multilateral type projects. 

Mr. Passman. But 80 percent of the total amount must be on some 
type of loan basis? 

Mr. Murpnry. Yes, sir. 

Mr. Passman. Will this be on the basis of soft currency? 

Mr. Murpny. I am advised that it is 50 percent loan. 

Mr. PassmMan. For how long has this money been on hand? 

Mr. Murpny. That was appropriated, Mr. Chairman, to begin 
with, in the sum of $100 million for fiscal year 1956, to be available 
through June 30, 1958. 

Mr. Passman. Two years have elapsed, and only $12,200,000 has 
been obligated? 

Mr. Murpny. Yes, sir; that is correct. They are very difficult 
type projects to negotiate when you have more than one foreign 
country to deal with. 

Mr. PassmMan. When you appeared before the committee present- 
ing the case for this $100 million, you stated that the need was for 
$200 million. The committee recommended and the Congress appro- 
priated $100 million, and in 2 full years the program has been able 
to spend only $12 million plus. 

Mr. Murpuy. The only word of explanation I can offer, Mr. 
Chairman, is that the executive branch had high hopes that it could 
particularly encourage the nations of Asia to work together and jom 
in multilateral projects looking toward economic development of the 
area as a whole. 

Mr. Passman. Are you suggesting failure in that endeavor? 

Mr. Murpny. I| am certainly suggesting disappointment. 

Mr. Onty. The one reason we asked for this on a 3-year basis was 
our belief that we needed working capital over a period of time in 
order to support the kind of projects that we contemplated under- 
taking under this Asian development fund. For the most part, as 
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you will recall, they were projects which were designed to encourage 

jonal integration and — and economic cohesion in the area. 
They were projects which we hoped would involve 2 or 3 or 4 coun- 
tries, and which would serve to bring them together. We appre- 
ciated at the time that it was going to take a long time to work idee 
things out. 

I think the wisdom of having this fund available on a long-term 
basis is demonstrated by the fact that we have been able to work 
slowly and carefully with countries in this area in the development 
of a whole series of projects which are shown on page 137 in the Far 
East-Pacific book. A lot of these projects are now reaching a point 
where funds can be obligated. We could not have gone ahead on 
negotiations on these projects with these countries if we had not 
had that working capital. 

Mr. Passman. Did not you request $200 million for this fund in 
fiscal 1956? 

Mr. Outy. Yes, sir. 

Mr. Passman. The Congress reduced the request to $100 million. 
Now, 2 full years later the program has been able to spend only 
$12.2 million. Is that the correct record? 

Mr. Onty. That is the correct record. 

Mr. PassMAN. Even though we appropriated one-half of the sum 
requested, that amount was still about nine times more, mathemat- 
ically, than was needed? 

Mr. Onty. Wait a minute. I do not think we had nine times as 
much as we needed. 

Mr. PassMaANn. Nine times as much as was used. 

Mr. Onty. We needed it as working capital, with which to go for- 
ward, and work with these countries in the development of those 
projects, and the mere fact it was not obligated is not an indication 
it was not needed. 

Mr. Passman. Mr. Murphy, do you wish to retract your statement 
to the effect that you were disappointed as to the time required to 
frm up these projects? There have been two different statements 
here. 

Mr. Murpuy. Mr. Ohly is the superior officer. 

Mr. PassmMaANn. Are you speaking from facts? 

Mr. Murpuy. I was voicing what is probably a personal opinion. 
I am disappointed personally on the progress made. I would have 
hoped that we would have had more than $12 million obligated in 2 
years. 

Mr. Passman. I have always appreciated your frankness and we 
have always been able to rely upon your testimony. 

Mr. Ounty. I join Mr. Murphy in being disappointed, but it was 
necessary to have this fund to go ahead and do the things that we 
planned to do. 


PROPOSED PROJECTS IN THE PRESIDENT’S ASIAN DEVELOPMENT FUND 


Mr. Passman. As there is now a 3-year plan, will you state to the 
committee at this time just what the program contemplates? 

Mr. Outy. I would like to submit for the record— 

Mr. Passman. Your statement would be preferred. 

Mr. Outy. I would be very glad to read this off. The details of 
some of this are classified, but 1 will read the list off. 
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Mr. Taser. What is this? 

Mr. Ouxuty. This is page 137 in the Far East and Pacific volume of 
the 1957 program presentation book. I am reading from the table on 
the lower right-hand side of the page. 

First, I will cover projects programed. The first of these is the 
Asian nuclear center, which is estimated at $20 million. 

The second is a telecommunication survey in southeast Asia, which 
is estimated at $2,500,000. 

The third is $20 million for telecommunications construction in the 
same area. 

The fourth is assistance in financing the development of road and 
railroad links. between Nepal and India, which is estimated at $5 
million. 

The fifth is the cost of the survey of transportation links between 
Afghanistan and Pakistan, estimated at $250,000. 

The sixth is construction connected with Afghan-Pakistan trans- 
portation, estimated at $502,000. 

Then I turn to projects now under consideration. First, there is 
the further improvements in the Nepalese-Indian Railroad connec- 
tions, $6 million. 

Second is a joint Japanese-Chinese project involving the exploitation 
of coking-coal resources in Taiwan and their use in steel production in 
Japan, $1,500,000. 

I may say, Mr. Chairman, I am sorry I may have read a number 
of classified items. May I have the privilege of correcting this after- 
wards? 

Mr. Passman. The book which I have here and the figures you 
have stated are not classified. The information should remain in 
the record. 

Mr. Outy. The figures in the listing of the projects are not classified, 
but I have interpolated some other information as I have gone along. 

Mr. Passman. What portion of the information do you wish to 
have deleted? 

Mr. Ouaty. I am not sure exactly what I have said as to each one 
of these. 

Mr. PassmMan. You have read this into the record as though facts 
were being stated. As shown here, in 1957, you have programed as 
though expenditures were $48 million, whereas the amount was 
actually $8 million? 

Mr. Ouny. This does not say that the money was obligated. These 
are projects that have been programed; have been worked out. 

Mr. Passman. This states, “Detail of program.” It lists a total 
of $48 million, and yet only $8 million was spent. I think the chart 
speaks for itself. We shall insert page 137 in the record at this point. 

(The table referred to is as follows:) 
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Estimated obligations and expenditures 


[Dollars in thousands] 




















iene llc leila cial ‘ nedick hacienda 
Fiscal year 1957 program 
Cumulative at . 7s : 6 
through 
fiscal year | July 1, 1956, Mar. 1 to Unexpended 
1956 to Feb. 28, | June 30, 1957 Total June 30, 1957 
1957 
meee Fa. oil nk 252 17 47, 983 48, 00012. ..20mhs. oe 


Expenditures !.................- 25 148 852 1, 000 47, 227 


1 Excludes obligations and expenditures of programs for Indonesia and Ceylon totaling $4,200,000 which 
were financed from this fund and are included in the country-program statements. 


Summary of program 
Fiscal year: 











Meek JAC OU ol S200. Je eee er ei ast 2 a= $252, 000 
Ue 0) tot ol eee ee ioe ce! ee a ee 48, 000, 000 
II, BURRESS ol. rey = enchants aie mmertiiw ata ol 47, 548, 000 
Detail of program 
enn npn . —————_—_—— po . lp 
iscal year— 
a a 
a iaieainiretpanpeenegeepenntennenypenenatanessignalineitietet -| ——__——|--_-__— | niihtoabania 
Projects programed: 
1. Asian nuclear center... . $252, 000 SE PE OOe henwncnncasene 
2. Telecommunications survey... . pttben diinumed sisans 2, 500, 000 | ‘i 
3. Telecommunications construction ___- aot die tn ead _| 20,000, 000 | : 
4. Nepal-India roads_- bsidtelccs i 5, 000, 000 |_ z 
5. Afghanistan-P: akistan ‘transportation survey. ea .| 250, 000 | ‘ bs 
6. Afghanistan-Pakistan tranportation cons struction _- 32 ’ cal 502,000 | $17, 498, 000 
Projects under consideration: | | 
7. Nepal-India railroad improvement. ae eal ashe | 6, 000, 000 
8. China (Taiwan)-Japan coking coal. Wee bed 1 cs. 1, 500, 000 
9. Regional training and demonstration ce OE ei ee oo | 2, 200, 000 
10. India-Japan iron ore_ oe bes 20, 000, 000 
11, Other project proposals... poi ahead a | 350, 000 
Total projects... .25.22 0205622222212 oon dod Lckate 252, 000 48, 000, 000 | 47, 548, 000 


Mr. Passman. Will you concede that it is confusing to show 
$48 million has been obligated when in reality only $8 million has 
been spent? 

Mr. Outy. I think this table is confusing. 


PROPOSED PROGRAM FOR SPECIAL ASSISTANCE FUND 


Mr. PassmMan. We are discussing the $300 million in special assist- 
ance. Will you outline the various ways in which this fund could 
be used? 

Mr. Outy. Yes. It can be used to provide assistance for the 
purpose of maintaining or promoting political economic stability, or 
to en regular appropriations for defense support, military 
assistance, tec hnical cooperation, aid for escapees, refugees and 
migrants, and Palestine refugees. 


USE OF FUND FOR PALESTINE REFUGEES 


Mr. Taser. I thought you had enough to take care of the Palestine 
refugees. 
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Mr. Outy. Section 400 merely provides the legal authority to sup” 
plement the amount specifically available for that purpose. 

Mr. Taser. Why would you want it in some other place as long ag 
you have it in a specific place? 

Mr. Passman. To attempt to justify the $300 million. 

Mr Outy. We were asking to carry over approximately $23 million 
of prior-year funds available for this purpose. This will be enough 
to take care of the United States contribution for relief purposes for 
those Arab refugees. As you know, however, and as we have often 
said to this committee, we think there is nothing that would advance 
United States interests more than any steps that might be taken to 
bring about some really constructive solution of the Arab refugee sit- 
uation through resettlement, 

Mr. Tarnur. You have not done it. 

Mr. Outy. We have not been able to do it for political reasons, | 
think that you are familiar with the tensions between the Arabs and 
the Israeli, but if the opportunity to provide a solution did present 
itself we would want to be able to use funds from this reserve to move 
foward in that direction. We are not asking for specific or separate 
funds for that purpose, as we did for a number of vears, and with the 
result that we developed large unexpended balances in that appro- 
priation account. 


USE OF FUND FOR EMERGENCY PURPOSES 


Mr. PassMANn. $200 million of the special assistance money is in 
the nature of an emergency fund. Can you give specific examples of 
such emergencies, or contingencies, based upon past experience, 
which would be met by this fund? 

Mr. Onty. Yes. First, I would include the list which I have 
already put into the record of uses which have been made this year 
of the President’s fund, the $100 million appropriated under section 
401 (b). I would also wish to refer the committee to pages 68 through 
72 of the nonregional volume of the presentation book which describes 
situations of this kind that have arisen during the past 3 years. 
Then, if you would like, I can point out by way of examples a number 
of specific situations that have arisen. 

Mr. Passman. Be specific. 

Mr. Onty. The urgent need for food, medical supplies, and other 
forms of relief which resulted from Hurricane Hazel in Haiti; from 
unprecedented floods in the Danube Basin, and in Nepal and Pakistan; 
the greatly increased demands for military equipment which arose 
in 1955 when there was a growth and intensification of Communist 
activities on the mainland of China and we thought Taiwan was 
threatened; the requirement of $10 million a year ago to prevent a 
serious cutback in the Greek military forces when the Greeks were 
up against a serious economic crisis; the aid which was extended to 
Iran at the time of the fall of the Mossadegh government and the 
Zahedi government came in. I will read just as many more illustra- 
tions as you would like. 


NEED FOR FLOOD RELIEF IN LOUISIANA 


Mr. PassMan. I am trying here to point out inconsistencies with 
the manner in which we treat our own people. There is a situation 
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in my congressional district at this time where in 1 parish, which in 
your State is a county, there are 700 farms inundated by floodwaters. 
They are small farms. The water is slowly receding. Those people 
are old settlers in that parish. There is no public work available 
there for them. When the water leaves the land, it will be too late 
for the planting of crops. The people are in dire need of aid, and I 
have been trying for the last 96 hours to get the executive depart- 
ment, through the Department of Agriculture, to inform me specifi- 
cally what can and will be done to help them. I am having to leave 
my work in Congress in order to be down there to meet with these 

ple Friday at 10 a. m., and I am going without one bit of definite 
information as to what will actually be available to help those poverty- 
stricken sharecroppers and small farmers. 

The officials downtown say, ‘‘We do not know what the program 
will be.” 

I am not going to the section of Louisiana where, in all probability, 

the loss will go into the tens of million dollars and where 500 people’s 
lives have been wiped out as a result of the hurricane and tidal wave 
last week. There is this about our State which most people do not 
realize: About 42 percent of all of the surplus rainfall in the United 
States drains through Louisiana. 
’ We firm up these foreign programs so well. They know what they 
are going to get. When the sun comes up, we go in to alleviate their 
hardships before the sun sets. But I am going down to Louisiana 
with a blank. 

Mr. Taser. Whom did you call? 

Mr. Passman. The last man to whom I talked, a former Member of 
Congress, was Mr. D’Ewart. He said, ‘‘I am sorry, I cannot tell you. 
We are going to take it up at a higher level later.” 

Mr. Taser. What about calling Jack Anderson? 

Mr. PassMan. I intend to do so. I am suspending here and leav- 
ing the work in {my office in order to go down there and at least let 
the people see what I look like. 

Now, Mr. Ohly, on page 6 of your statement you indicate this fund 
will be used for requirements which reflect an increase in the cost of 
carrying out a program that was actually planned and proposed to 
the Congress for the fiscal-year in question. Does this mean the pro- 
grams and estimates contained in the presentation to this committee 
for the fiscal year 1958 could be changed at will? 

Mr. Outy. No; it does not mean that, but it does mean that some- 
times the cost in carrying out a program overseas is more than you 
estimated it would be the year before. If freight rates on shipments 
of coal to the Far East rise, it may mean that you have to put a little 
more money into the transportation of that coal, and if the coal is to 
£0. to a place like Korea, you cannot reduce the amounts that you 
ship. 

Mr. Passman. Was not my statement fairly close to the intent? 

Mr. Outy. No; it is not our intent just to change programs at will 
without reference to what we present to the Congress, which I think 
was the sense of your statement. 


CONGRESSIONAL PRESENTATION IN FISCAL YEAR 1958 


Mr. Gary. As a matter of fact, it is your intent not to present any 
programs to the Congress that you can avoid next year; is that not so? 
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Mr. Ounty. The only programs that will not be presented to the 
Appropriations Committees next year in the same detail as previously 
as part of the regular presentation would be the kind being dealt with 
under the development loan fund. However, we have indicated that 
we would bring before these committees everything we could about 
the development loan fund. We are not changing the method of 
presentation to the Appropriations Committees of the technical co- 
operation program, the defense-support program, and the military 
assistance program. 

Mr. Gary. I think you are. Let us consider the facts. You are 
asking for the fiscal vear 1958, $3,965 million; $1,900 million of that 
is for military assistance. Next year that will be placed in the defense 
budget; therefore, it will not be presented as a part of a foreign aid 
program. The defense-support program is $900 million. A part of 
that will be included in the national-defense budget and the balance of 
it will be thrown into the development loan fund. For the develop- 
ment loan fund you are requesting an appropriation of $500 million to 
start the fund. Next year, instead of coming to the Congress for an 
additional appropriation, you will go to the Treasury of the United 
States and borrow $750 million, so you will not have to come to the 
Congress on that program. 

With regard to special assistance of $300 million, you are asking now 
for a blank check on that so that it can be spent for any purpose that 
the President may designate. 

Technical cooperation is only $169 million and then the multi- 
lateral program is $96 million. So all that will be presented to the 
Congress next year as the foreign aid program will be technical assist- 
ance, special assistance and multilateral programs which would be 
approximately $500 million. 

Your foreign aid program will sound as though it has been reduced 
to $5,000 million, but you will be getting the same amount of money, 
or more, for expenditures abroad. 

Mr. Onty. I could not disagree with you more, Mr. Gary, at least 
as to some of your statements. The mere fact that $2,800 million 
would be presented as a part of the defense budget next year does not 
mean that it would not be presented in the same way and in the same 
detail as it is now. 

Mr. Gary. It will not be presented as the foreign aid program; it 
will be presented as an item of the national defense program. 

Mr. Onty. Yes. 

Mr. Gary. Therefore, there will be no more foreign aid program. 
You are trying to eliminate the foreign aid program by name but still 
get the money and use it for the same purposes, and in the same 
manner and under the same administration without any change in 
the methods of administration. 

Mr. Onty. We are not trying to say it is not part of the foreign aid 
program. What we are trying to do is to indicate that this segment 
of the foreign aid program is inseparable from, and an indispensable 
part of, our national defense program as well, and that is the purpose 
of associating it with the defense appropriation. Nobody wants to 
hide the fact that it will be expended in foreign countries, but they do 
want to emphasize the fact that even though it is so expended, it is an 
indispensable part of our own United States national defense. 





Moving on to the second part of your statement, it is not correct to 
say that the development loan fund will in no wise come before the 
Congress. We are obligated under the Government Corporation 
Control Act to come before you and present an operating budget. I 
believe it is section 104 of the Government Operation Control Act 
that requires that, and our legislation ties directly into that act. 

Mr. PassMan. Is not it a fact that the transfer of this program to 
the defense budget has a psychological basis? 

Mr. Outy. There is a very important psychological objective, and 
that is, to identify this portion of the program as being an indispen- 
able part of all of the things that we are doing for our own United 
States defense. 

Mr. Passman. You have not been able to indicate that the change 
would result in any savings. 

Mr. Outy. No, there are no savings. 

Mr. Gary. It would take the authorization of the funds from the 
Foreign Affairs Committee. Who is going to authorize it? 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. PassMANn. I want it to be abundantly clear that I have cast 
no reflection upon any other subcommittee whatsoever. I think the 
intent of the proposed change is to get the program into the defense 
budget and endeavor to hide it from the public for what it actually 
is—foreign aid. 

Then with the proposal to change economic aid, which is nothing 
in the world but outright grants, to a phony loan account, the people 
might come to believe there was no longer a foreign aid program. 

A point could conceivably be reached where we would be giving 
away, say, $10 billion a year, and the American taxpayers would know 
but little, if anything, about it. 

Mr. Taper. You are talking about $4 billion, but maybe it is 
$2,500 million. You have moved it up too high. That does not 
appeal to me. 

Mr. Passman. I do not think there is any question about what the 
agency is trying to do. 

Mr. Taser. At the present time the figure in the Senate bill is 
$250 million and the House bill is $275 million. Is that right? 

Mr. Ounny. That is correct. 

Mr. Taser. So we are talking about no more than $275 million. 
we are sort of shooting in the air; is that about right? 

Mr. Outy. That is correct insofar as the bill which it is reported 
that the House committee acted on yesterday. 

Mr. Taser. The bill that passed the Senate? 

Mr. Ounty. The bill that passed the Senate authorized $250 million, 
and the bill which will be reported out of the House Foreign Affairs 
Committee will authorize, we understand, $275 million. 

Mr. Taser. There is not any reappropriation, or anything of that 
kind, involved in this particular item; is there? 

Mr. Ounty. Not for this particular item as such; no, Mr. Taber. 

Mr. Taper. That is all. 

Mr. Forp. Whatever is made available is on what basis? In other 
words, how long a period do you have to obligate it before it is lost, so 
to speak? 
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Mr. Oxnty. Twelve months. It isa fiscal year 1958 fund. It is not 
available after June 30, 1958. 

Mr. Forp. As has been indicated by Mr. Taber, the Senate author- 
ization bill provides $250 million and the House version is $275 million, 

Mr. Outy. That is correct. 

Mr. Forp. That is all. 
3 — Passman. The committee will stand adjourned until 2 p. m. on 

uly 9. 


Turspay, JuLy 9, 1957. 
SPECIAL NONMILITARY ASSISTANCE PROGRAMS 


WITNESSES 


LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM, OFFICE OF 
REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 

GEORGE L. WARREN, CHIEF, REFUGEE AND MIGRATION DIVISION, 
OFFICE OF REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT 
OF STATE 

JOHN W. HANES, JR., DEPUTY ASSISTANT SECRETARY OF STATE 
FOR INTERNATIONAL ORGANIZATIONAL AFFAIRS, DEPART. 
MENT OF STATE 

ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR, OFFICE OF 
REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


Mr. PassMAan. The committee will come to order. 
Unitrep States Escapes PrRoGRAM 


We shall hear first from Mr. Laurence A. Dawson, Chief, escapee 
program, Office of Refugee and Migration, Department of State. 

Mr. Dawson, do you have a prepared statement which you wish to 
present? 

Mr. Dawson. Yes, sir. 

Mr. Chairman, I have a statement here which I would like to file 
for the record, if I may. 

Mr. PassmMan. We prefer that you read your statement into the 
record. The committee reached an agreement several days ago that 
all statements would be read into the record. 

Mr. Dawson. Would you prefer that I read the complete state- 
ment? 

Mr. PassmMan. Yes, we should like to have you read the statement 
into the record, sir. 

Mr. Dawson. Mr. Chairman, in addition to the statement on the 
United States escapee program which is included in the general mutual 
security program presentation already in the hands of the committee, 
I should like to submit the following information to you in support 
of the request for a $5.5 million appropriation, which is $0.5 million 
less than last year’s appropriation. 

The United States escapee program, strictly a United States uni- 
lateral program, has been carried on since March of 1952 to provide 
reception, interim care and maintenance, and resettlement assistance 
to recent escapees from Soviet and satellite countries in Europe, and 
to selected escapee groups or individuals in other areas of the world. 
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Since 1953, the program has assisted limited numbers of selected 
Chinese escapees from Communist China, primarily in Hong Kong 
and Macao. Its purpose is to serve specific United States interests 
jn recent escapees from behind the Iron and Bamboo Curtains by 
demonstrating the concern of the West for those who flee Communist 
oppression and seek asylum in the free countries of the world. This 
assistance supplements the considerable programs of local govern- 
ments of asylum, of international agencies and of private religious 
and nationality voluntary relief agencies engaged in refugee work. 
The program operates primarily through contracts with the non- 
profit voluntary agencies. Under these contracts, actual expenses 
incurred by the agencies for individually approved projects which 
implement the policy objectives of the program are reimbursed after 
the services are rendered. No grants-in-aid are made. The operations 
are closely supervised by the USEP staff through the development of 
programs and projects, the negotiation of contracts, the control of 
registrations, the review of vouchers, field inspection of activities in 
progress, and end-use audits. First emphasis is placed on projects to 
secure the earliest possible permanent reestablishment of the escapee 
in some free world country, under terms and conditions affording 
opportunity for the escapee to achieve dignity and self-dependence. 
These projects, carried out on an individual case basis, provide regis- 
tration, counseling and assistance in documentation and securing 
visas, vocational and language training, and assistance in overseas 
transportation. Other projects provide supplementary food, im- 
proved camp facilities, clothing, special feeding programs for mothers 
and infants, local employment and urgent medical care not available 
from other resources. USEP assistance is afforded only to those 


escapees who are anti-Communist and thus are potentially good 
citizens of the free world. ‘To insure this, careful investigations are 
conducted on each escapee registered including examination of all 
pertinent records in the countries of asylum and elsewhere and addi- 
tional investigation as necessary and indicated. 


RESPONSIBILITY FOR CARE OF REFUGEES 


Primary responsibility for the care of refugees rests with the govern- 
ments of the countries in which they seek asylum. USEP aid supple- 
ments but does not replace either the basic assistance provided by 
these governments, or that available from other sources. This supple- 
ment 1s designed to maintain the morale and health of escapees to 
enable them to qualify for admission to resettlement countries, and 
therefore to become self-supporting. In thus removing escapees from 
the countries offering asylum, the program helps to assure the con- 
tinuation of asylum tor those who may in the future seek haven. In 
the light of continuing political ferment within the Soviet orbit, which 
may well bring an increased influx of escapees, the role of the program 
in helping to maintain a commensurate outflow from asylum countries 
primarily through overseas resettlement takes on added significance. 

By March 31, 1957, 102,116 escapees (excluding recent Hungarians) 
had been registered for assistance in Europe. Of these 39,890 had 
been assisted to emigrate to more than 27 countries, primarily the 
United States, Canada, Australia, and countries of South and Central 
America; 8,796 had been permanently established in European coun- 
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tries of asylum, and 22,435 remain under concern. ‘The rest, 30,976, 
had been dropped as ineligible, no longer in need of assistance or for 
other reasons. 

Barring any unforeseen developments during calendar year 1958 
which might affect the flow of refugees, an estimated 13,200 nationals 
of the Communist countries of Eastern Europe will flee their home. 
lands seeking asylum in the free countries of Europe and the Near 
East. They will be assisted within asylum countries by USEP. 

In the interest of placing operations in behalf of new refugees on a 
more current basis, a concentrated effort will be made during fiscal 
year 1958 to find satisfactory disposition for the less recent escapees, 
that is, those who fled their homeland more than 3 years ago. To 
accomplish this, special effort will be made toward reestablishment 
of the difficult-to-resettle and handicapped cases that constitute the 
bulk of the older caseload. At the same time, priority emphasis on 
overseas resettlement will continue including the further pursuit of 
efforts to develop substitute resettlement channels in other areas 
necessitated by the termination of the Refugee Relief Act on Decem- 
ber 31, 1956. An increasing number of local placements through 
institutional care or permanent integration arrangements in asylum 
countries will be carried out. 

The Congress appropriated $6 million for USEP for fiscal year 1957, 
Exclusive of the Hungarian program, it is proposed to continue the 
escapee program during fiscal year 1958 at the reduced level of 
$5,500,000 of which $4 million would be for Europe and $1,500,000 
for the Far East. On the basis of the latest available data, it is esti- 
mated that in Europe during calendar year 1958, 13,200 new escapees 
will be registered, while 9,800 will emigrate, 2,500 will be established 
in European countries of asylum, and approximately 5,600 will be 
dropped for other reasons. This should reduce the caseload from an 
estimated 17,700 to be registered as of January 1, 1958 to an estimated 
13,000 under care as of December 31, 1958, exclusive of recent Hun- 
garian escapees. 

HUNGARIAN 


REFUGEE PROGRAM 








The United States escapee program is requesting $6.9 million for 
supplemental care and resettlement services for Hungarian refugees 
for 1958 which is included under the Hungarian refugee program 
budget. 

In prior years, the committee has been informed in detail of the 
extreme measures taken by the Soviet and satellite governments to 
preclude escape and to repatriate, victimize, and discredit those who 
do escape. Such measures, which continue in full force, are vitally 
related to the broader effort of the Soviet orbit governments to con- 
solidate their controls over the nearly 900 million captive peoples 
within those countries in Europe and Asia. Thus, the Communists 
seek to destroy all hope for eventual freedom and to convince the 
captive peoples of the inevitability of communism. To this end, 
the Communists deny the humanity of Western policies, including 
both the right and existence of friendly asylum. 

The escapee program poses a ¢ hallenge to this Communist doctrine. 
Its solicitude and assistance in behalf of esc apees serve as a continuing 
reminder to those who remain behind that they are not alone in 
cherishing hope for the eventual restoration of freedom in their 
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homelands. In last year’s presentation to the House Foreign Affairs 
Committee, this point was illustrated through quotation of a letter 
from a Hungarian escapee thanking the program for assistance 
received. Events during the ensuing 12 months have given added 
relevancy to that letter, which stated: 

Dark ages have descended on Europe and it is only because of the moral force 
and example of the United States that more than a hundred million people do 


not lose faith. In my country the people are hungry for bread, but they are 
starving for freedom. 


PROGRAM IN THE FAR EAST 


In the Far East the escapee program serves the same national 
objectives as it doesin Europe. The concept of free China as a symbol 
of haven and refuge for Chinese on the mainland is developed and 
maintained as an alternative to communism in Asia. The Chinese 
refugees in the Hong Kong and Macao area, numbering well over a 
million, constitute the largest single bloc of anti-Communist refugees 
in the world. Most of them are living under conditions indescribably 
bad and highly susceptible to Communist exploitation. The Com- 
munists, realizing that these refugees stand as a symbol of massive 
repudiation of communism and thus of anti-Communist resistance for 
the Chinese people not only at home but also on Formosa and among 
the 12 million overseas Chinese in other countries of Asia, are increas- 
ing their efforts to undermine the morale of the refugees in Hong Kong 
and free China. This endeavor, an extension to the Far East of the 
Soviet-satellite antiemigration campaign in Europe and the Near East, 
is directed in the first instance toward the leadership elements with 
emphasis on securing their repatriation by any means possible. 

he escapee program in the Far East is necessarily selective in 
relation to the enormous refugee problem in Hong Kong and Macao. 
Nevertheless, this program—carried out as it is by the voluntary 
agencies which historically have stood for American humanity in 
China—is an important symbol of United States concern for the 
enslaved Chinese people. It rejects persistent Communist propa- 
ganda allegations that United States interests are circumscribed by 
considerations of race and tend to favor Europeans over Asiatics. 
First priority is directed toward the rehabilitation of professional, 
intellectual and other leadership elements. Assistance projects in 
behalf of other persons are also carried out under criteria of selection 
designed to further United States interests. All USEP operations as 
in Europe are aimed toward the complete reestablishment of a refugee 
assisted. 

The program also serves as a significant token of cooperation with 
the governments with which basic responsibility for the refugee 
rests. As such it has undoubtedly been influential in stimulating the 
development and continuing momentum of extensive programs by 
these governments to improve refugee conditions and to create 
opportunities for integration and resettlement. 

Up to December 31, 1956, 16,488 escapees had been resettled from 
Hong Kong and Macao, mostly to Taiwan. During the same period, 
the program assisted in integrating selected Chinese refugees | erlly 
in Hong Kong. In accomplishing this integration and in providing 
corollary medical care, the program has provided services for 195,845 
refugees. An important result of the integration projects was that 





55 





864 


they provided a demonstration which contributed toward the decigion 
of the Hong Kong government to undertake a large-scale integration 
program of its own. 

In calendar year 1958, it is proposed to continue this program at 
level of $1,500,000 placing emphasis on resettlement, with renewed 
efforts in behalf of intellectuals and students inc ‘luding some currently 
escaping. At the same time, medical assistance projects on a highly 
selective basis will be continued and extended in recognition of the 
acute shortage of medical facilities in Hong Kong. Local integration 
assistance will be similarly pursued with maximum utilization. of the 
housing and integration projects of the Hong Kong government 
commenced in 1954. 

Mr. PassMAn. Is that the amount per year? 

Mr. Dawson. Yes, sir. 


CASELOAD COST 


The $5.5 million requested is programed for utilization as indicated 
below. Flexibility as between categories of activity will be followed. 
in programing, in connection with actual developments, in the interest 
of pursuing the overriding objective of securing the maximum redue- 
tion in the caseload within the shortest possible period: 


I. Europe and Middle East 


(a) Care and maintenance (average caseload of 15,359 escapees, at 
approximately $50 each) $760, 000 

Preparation and processing for resettlement (average caseload of 
15,359 escapees, at approximately $88 each)_......._____-- . 1,350,000 

Local resettlement in countries of asylum (2,500 escapees, at 
approximately $600 each) 1, 500, 000 

Transportation to overseas countries or resettlement 3, 100 
escapees, at approximately $128 each).-.-....--.----- 390, 000 


Total, Europe and Middle East 
II. Far East 


(a) Preparation and processing for resettlement 
(b) Local integration in Hong Kong 


Transportation and overseas resettlement - - 


Total, Far East 


Mr. WieeLeswortn. Are those the same rates as in Europe? 

Mr. Dawson. No, sir; they vary in the Far East. 

Mr. PassMAN. Are these rates higher or lower than the rates in 
Europe? 

Mr. Dawson. They are generally lower in the Far East. 

Mr. PassMANn. Could we have a table showing the cost in the Far 
East, as compared to Europe? There is certainly a significant differ- 
ence in the standard of living. 

Mr. Dawson. Yes, sir. 

Mr. PassmMan. You will provide the information for the record? 

Mr. Dawson. Yes, sir. I would like to add that the costs within 
Hong Kong are decidedly lower, but the costs of overseas resettlement 
from Hong Kong will be comparable to what they are in Europe, be- 
cause you are paying for transportation. 

(The information requested is as follows:) 
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The information requested on per capita costs for escapees in the Far East is as 
iven below: 
? Il. Far East 


(a) Preparation and processing for resettlement (13,600 escapees, at 
approximately $50 each) _____ ‘ _. $680, 000 
(b) Loca integration in Hong Kong (13, 055 esc apees, at mpprovisnatety 
$36 each) at. 470, 000 
(¢) Transportation and overseas “resettlement @, 600 escapecs, at 
approximately $135 each) - 


Total, Far East___-—~- 


Mr. Dawson. In summary, the $5.5 million requested will be uti- 
lized to continue the regular program with maximum emphasis on 
further substantial reduction of the caseload ; to counter the continuing 
antiemigration campaign of the Soviet Union and the satellite coun- 
tries, including Red China; and to continue the extension of selective 
assistance to refugees in the Far Fast. 


STATUS OF FUNDS 


Mr. Chairman, do you wish that I read this table? 
Mr. PassmMan. No, but the table should be inserted in the record, 
(The table referred to follows:) 


Status of funds 


{In thousands of dollars] 


| 
Fiscal year | Available | Obligations | Expenditures} Unliquidated 


NN id 6 5 chien onde dann bhhdddenk abe ‘ $17, 650 | $15, 256 | $14, 881 
1956 baa ch bite 6, 000 | 5, 945 5, 704 
1957 (through May )- . i ‘ s ‘ 6, 000 5, 16 , 655 


BND ik ewe on si 29, 650 | 


Program requirements in relation to availability 
[In thousands of dollars] 


Unliquidated balance on June 1, 1957 ; $4, 125 
Plus unobligated balance of fiscal year 1957 funds_ - 833 

Total available for 1957 programs _ - : 4, 958 
Less estimated expenditures to Dec. 31, 1957 . 3, 738 


Balance unexpended on Dec. 31, 1957_ i; 220 
less bills due for services rendered in 1957 but not paid on Jan, 1, 1958- L, 068 


Balance _ - 15: 


Mr. Passman. Thank you, Mr. Dawson. 


INTERGOVERNMENTAL COMMITTEE FOR EuROPEAN MIGRATION 


The next witness is Mr. George L. Warren, Chief, Refugee and 
Migration Division, Office of Refugee and Migration Affairs, Depart- 
ment of State. 

Mr. Warren, we shall be glad to hear from you at this time. 

Mr. Warren. The Inte rgovernmental Committee for European 
Migration, organized on the initiative of the United States C ongress 
at Brussels in 1951, now consists of 27 governments of the free world. 
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Communist and Communist-controlled governments are excluded 
from membership. The Migration Committee is engaged in securing 
the movement of indigenous migrants and refugees out of Europe 
who would not otherwise be moved. This is accomplished by charter. 
ing shipping on migrant routes where commercial shipping is inade- 
quate or nonexistent, by financing the costs of transportation and by 
providing technical services which develop cooperation between 
emigration and immigration countries and improve the public admin- 
istrations of governments dealing with the migration process. Ip 
addition to its normal activities, the Migration Committee organized 
and secured the movement of ‘over 141,000 Hungarian refugees from 
Austria between November 1, 1956 and June 28, 1957. 

Austria, Germany, Greece, Italy, Spain, and the Netherlands must 
secure continuing emigration for indigenous nationals and alien ref- 
ugees in order to maintain political and economic balance in their 
economies. Australia, Canada, the Latin American countries, New 
Zealand, Rhodesia, and Nyasaland and the Union of South Africa 
provide opportunities for the manpower which European countries 
cannot absorb. The relocation of available manpower contributes to 
the strength of the free world. 


AUTHORIZATION FOR COMMITTEE 


Section 534 of the Mutual Security Act of 1951, as amended, con- 
tained authorization for United States participation in and contribu- 
tions to the Committee in the calendar years 1953 and 1954. Section 
405 (a) of the Mutual Security Act of 1954 provided continuing 
authority for appropriations and participation in the Committee, on 
the basis of the constitution adopted by the Committee, which came 


into force in October 1954. All 27 government members have 
accepted the constitution. 


CASELOAD 


From February 1, 1951, to December 31, 1956, the Migration Com- 
mittee moved 579,036 persons out of Europe, including 161,804 ref- 
ugees under the mandate of the United Nations High Commissioner 
for Refugees and 83,699 refugees of other categories, total 245,503. 
One hundred and twenty thousand four hundred and forty-two migrants 
were moved in 1957 and 172,172 in 1956, including 42,085 Hungarian 
refugees. Approximately one-third of all those moved to date have 
consisted of wives and children of migrants who preceded their depend- 
ents to overseas countries. This family movement has assisted in 
stabilizing the new immigration in the receiving countries. 

Movements in 1957 will be considerably higher than in previous 
years, owing to the increased overseas movement of Hungarian refu- 
fees. The normal movement in 1957 is presently estimated at 136,320. 
The estimate of Hungarian refugees to be moved out of Europe under 
ICEM financing is 52,000. Total overseas movements in 1957 are 
expected to be therefore in the neighborhood of 188,000. 68,315 were 
moved overseas in the first 4 months of 1957. Australia will receive 
more than 50,000 and Canada 51,250 during 1957. 

The Migration Committee has acted to improve governmental pro- 
cedures in the preselection, medical examination, trade testing, and 
processing of migrants in the emigration countries and in their recep- 
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tion and placement in the receiving countries. At the request of 
member governments, the Committee has supplied technicians to im- 
prove the effectiveness of public administrations engaged in the mi- 
gration process. In this manner the best procedures of one member 
government have been made known to and supplied by other inter- 
ested member governments. Other services, such as vocational and 
language training, the location of opportunities for immigration and 
the dissemination of information about immigration countries have 
been provided cooperatively with the emigration and immigration 
countries. All of these services applied at both ends of movement 
have served not only to increase the flow of migrants but to improve 
the quality and suitability of the migrants moved and to reduce waste, 
cost, and confusion in the migration process. 













ROLE OF VOLUNTARY AGENCIES 
































The voluntary agencies have played an important role in assisting 
the Migration Committee to expand the flow of movement. Con- 
centrating on the emigration of individuals not covered by Govern- 
ment mass schemes for the recruitment of workers, they have de- 
veloped new opportunities for immigrants in the receiving countries 
by securing sponsors and assisted migrants in their adjustment after 
arrival. In cooperation with the Committee they have operated re- 
volving funds which make it possible for the migrant to make partial 
prepayment of the cost of his transportation before departure and re- 
payments on loans covering the balance after arrival. Substantial 
progress has been made in increasing migrant contributions toward the 
costs of movement and a majority of the migrants moved now con- 
tribute to the costs of their transportation to the extent of their 
ability to do so. 

The Mutual Security Appropriation Act for 1957, Public Law 853, 
repeated a prior condition in the appropriations for the Migration 
Committee to the effect that none of the funds appropriated could be 
used for assisting directly in the movement of any persons to the 
Western Hemisphere who had not had a security clearance based on 
reasonable standards. The Department of State has arranged with 
the Migration Committee for the maintenance of special clearance 
procedures to comply with this requirement. All of the concerned 
Government members of the Committee have cooperated fully in the 
operation of these procedures which are under constant review by 
the Department of State and are considered to be effective. 

In securing the movement of refugees out of Europe to overseas 
countries, the Migration Committee works in close cooperation with 
the United Nations High Commissioner for Refugees and the United 
States escapee program. Frequent meetings of the administrations 
of the three organizations insure effective coordination of all opera- 
tions. This teamwork was demonstrated dramatically in the unusual 
movement of 141,000 Hungarian refugees out of Austria between 
November 1956 and June 1957 without loss of momentum in the 
normal program of movements. Timely action in dealing effectively 
with a highly volatile political and humanitarian problem saved sub- 

_Stantial sums of money which otherwise would have been spent in 
eeeeining the refugees in camps in Austria for indefinite periods of 
ime. 
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The estimate of normal movement out of Europe in 1958 is 154,950, 
In addition, it is anticipated that 20,000 Hungarian refugees wil] 
require transportation overseas, mostly from countries of second 
asylum in Europe which accepted them on a temporary basis in 1956 
and 1957. These totals include over 60,000 to Australia, 36,000 to 
Canada, and 51,850 to Latin America. The estimated budget of the 
Migration Committee for 1958 to cover this movement is $58,208,534: 
$2,764,115 for administration and $55,444,419 for operations. 


CONTRIBUTIONS BY MEMBER NATIONS 


Contributions to the administrative expenditures are obligatory 
upon member governments in accordance with an accepted fixed 
percentage scale. Contributions to the operational expenditure are 
voluntary. These latter consist of contributions to the free funds of 
the Committee for operations and reimbursements by governments on 
the basis of per capita rates for persons actually moved to or from 
their countries. For instance, Italy now contributes $70 per adult 
migrant leaving Italy. Australia contributes $100 per migrant from 
Europe generally, but $110 per migrant from the Ne therlands. The 
Netherlands contributes $60 per migrant to the Western Hemisphere 
and up to $160 per migrant to Australia. The Latin American 
countries contribute from $40 to $85 per migrant received. Canada 
reimburses the Committee for the full cost of all movement to Canada 
under official schemes. The important emigration and immigration 
countries have progressively increased their per capita rates and the 
dollar amounts of their reimbuisement based on the volume of 
movements. 

The United States share of the administrative expenditure, originally 
33.33 percent, is 29.67 percent for 1958 owing to the adherence of new 
government members to the committee. 29.67 percent of the esti- 
mated administrative budget for 1958, $2,7 64,115 allocated to member 
governments, is $811,298. The proposed United States contribution 
to operational expenditure for 1957 is $11,688,702. The request for 
appropriation to cover the United States contribution to the Migra- 
tion Committee for calendar year 1958 is therefore $811,298 plus 
$11,688,702, or $12,500,000. An additional amount of $1,500,000 to 
cover the United States contribution toward the movement of 20,000 
Hungarian refugees in 1958 is included in a separate request for 
appropriation for Hungarian refugees. The appropriation of both 
amounts in full for 1958 is required i in the United States interest to 
exploit all possible opportunities to remove the maximum number of 
migrants and refugees from Europe in 1958. 

Mr Passmin. Thank you, Mr. Warren. 


The members of the committee will observe that we are getting all 
the statements in the record, and then we shall examine on each indi- 
vidual program. 

If you will refer to page 75 of the justifications, all of these items 
are listed there on one page. 

We shall proceed to the next item. 
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Unitrep Nations Reruger Funp 


We are pleased to have with us Mr. John W. Hanes, Jr., Deputy 
Assistant Secretary of State for International Organizational Affairs, 
Department of State. 

Mr. Secretary, do you wish to present a statement? 

Mr. Hanes. If you please, Mr. Chairman. 

Mr. PassMAN. You may proceed, sir. 

Mr. Hanzs. This statement is submitted in support of the request 
for an appropriation of $2,233,000 to enable the United States to 
continue its participation in the United Nations Refugee Fund 
(UNREF). 

This fund, which is administered by the U. N. High Commissioner 
for Refugees, has a 4-year program directed toward finding permanent 
solutions to the problems of the unassimilated refugees within his 
mandate. It deals particularly with those who, for one reason or 
another, cannot qualify for normal emigration, and who have had 
refugee status for a number of years. 


CASELOAD DATA 


The total number of unassimilated refugees in need of assistance in 
Western Europe and needy European refugees in the Middle East 
stood at 288,500 on January 1, 1955. According to the High Com- 
missioner’s figures, this number had been reduced to 188,900 on Janu- 
ary 1, 1957. The greater part of this reduction was effected by 
continuing emigration and resettlement programs dealing with the 
more easily assimilable refugees. UNREF, which was established 
to assist the residual group of refugees whose members generally 
require 2 much greater amount of individual attention than has been 
possible under other programs, directly benefited 26,542 persons 
durmg this period. Of this number, 8,115, including 420 difficult 
cases, were firmly settled as a result of UNREF programs. Since the 
program has actually been under way for only a year and a half, it is 
expected that the rate at which firm settlements are effected will 
continue to increase during the coming year. 

Many of the people on the UNREF caseload, their initiative sapped 
by years of living in camps, require painstaking, tedious individual 
counseling before they are prepared to take up once again the respon- 
sibilities of normal life. However, with the proper guidance and 
material assistance, many of the able bodied can still be returned to 
useful membership in society. Others, even more pitiable and more 
problematic to settle, are the so-called difficult cases. These are the 
aged, the sick, and the incapacitated who have no actual or potential 
usefulness for any country. The plight of this group, hitherto con- 
demned to a monotonous existence in shabby camps, has stimulated 
the sympathy of some of the smaller European nations who have 
generously provided a number of places in their existing permanent 
institutions. At best, however, the placement of these difficult cases 
is a time-consuming and expensive process. 
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PURPOSE OF PROGRAM 


The integration and settlement of these people who have been 
refugees for a number of years is the particular concern of UNREF. 
The program does not conflict or overlap with the work of the Inter. 
governmental Committee for European Migration, which is _prin- 
cipally interested in the movement of migrants, including refugees, 
Nor does it conflict with the United States escapee program, which 
deals with more recently arrived refugees. Other witnesses are on 
hand to present testimony concerning escapees, including the recent 
refugees from Hungary. 

UNREF, like other U. N. voluntary agencies, operates on a calen- 
dar-year basis. Congress appropriated $1,900,000 in fiscal year 1957 
to finance the UNREF program for the 18-month period ending June 
30, 1957. An appropriation of $2,233,000 is now being requested for 
fiscal year 1958 to cover the 18-month period ending December 31, 
1958. If authorized, this appropriation would enable the United 
States to bring its total 4-year contributions to $5,333,000, or one- 
third of the UNREF target program of $16 million. 


CONTRIBUTIONS BY MEMBER NATIONS 


Contributions received thus far from other countries for use in 
calendar year 1957 amount to $2,111,409 and are expected to total 
about $3 million by the end of the year. This is an encouraging 
increase in the rate of contributions from other countries, who, dur- 
ing the 2 years 1955 and 1956, made cash contributions totaling 
$4,518,025. 

The UNREF target program for 1957 is $7,096,303, which includes 
$4,400,000 for the 1957 plan of operations and a carryover of $2,696, 
303 for projects in the 1956 plan of operations which could not be 
implemented for lack of funds. The programs for 1957 and 1958, 
will concentrate on promoting the integration of refugees who still 
reside in camps. Projects will cover housing, vocational training, 
rehabilitation of the handicapped, student aid, small loans, employ- 
ment counseling and placement, and language training. A maximum 
effort will also be made to place as many difficult cases as possible in 
institutions. 

Wholehearted United States support of the UNREF program is 
important, because it gives clear proof to the world of our sincere and 
traditional interest in the welfare of the victims of political and reli- 
gious persecution. The political interests of the United States are 
also served by UNREF. To the extent that its program succeeds 
in firmly integrating refugees and giving them a sense of belonging 
to the countries in which they reside, it reduces their political insta- 
bility. It renders them more immune to the current Soviet redefec- 
tion campaign which seeks to discredit the free world by encouraging 
the return of refugees to their former homelands. 

Despair and disillusionment have understandably crept over many 
of these unfortunate people, and we must not slacken our effort to 
help them to become as well integrated in their countries of asylum 
as is bumanly possible. 

Mr. Passman. Thank you, Mr. Hanes. 
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HuNGARIAN REFUGEE PROGRAM 


Our next witness is Mr. Robert S. McCollum, Deputy Adminis- 
trator, Office of Refugee and Migration Affairs, Department of State. 

Mr. McCollum, do you have a statement to make? 

Mr. McCouuvum. Yes, sir; thank you very much, Mr. Chairman. 

Mr. PassMAN. You may proceed, sir. 

Mr. McCotuum. The Hungarian refugee problem is one of the 
largest and most dramatic refugee problems that the West has had to 
face. Because of its general political and economic implications and 
its impact upon Austria and other European countries of asylum, it 
has been and is in the interest of the United States, along with other 
freedom-loving countries, to provide necessary financial aid and reset- 
tlement services in the solution of this problem. Even though thou- 
sands of these refugees have already been resettled, there will still 
remain large numbers to be aided in 1958. For this reason there has 
been included in 1 request fund requirements of 3 agencies totaling 
$10 million to resettle Hungarian refugees in 1958. These 3 agencies— 
the United Nations High Commissioner for Refugees, the Inter- 
governmental Committee for European Migration, and the United 
States escapee program—although engaged in related services, have 
separate and well-defined areas of work each contributing specialized 
and coordinated services that are required in meeting the total refugee 
problem. 

To direct and coordinate United States refugee interests and activ- 
ities similar to those represented in the Hungarian program the Office 
of Refugee and Migration Affairs has been established under the 
Bureau of Security and Consular Affairs in the Department of State. 
Through the collection and study of refugee information the Office 
develops and recommends policy after consultation with interested 
offices of the Department and, in addition to general responsibility for 
handling refugee problems, the Office directs and coordinates activities 
of the United States escapee program and the United States partici- 
pation in the Intergovernmental Committee for European Migration. 


NUMBER OF HUNGARIAN REFUGEES 


The total exodus of refugees from Hungary to Austria and to 
Yugoslavia has now reached approximately 193,000 of whom 147,555 
have been moved to countries of temporary or permanent asylum. 
Of this number 33,215 have departed for the United States, 38,443 
have gone to other overseas countries, and 75,897 to Western European 
countries. 

Throughout the period of emergency when large numbers fled their 
homeland, western governments, international organizations, and 
private agencies provided generous contributions and services par- 
ticularly to the Austrian Government which received over 90 percent 
of the refugees. Through June 30, 1957, the United States Govern- 
ment will have provided approximately $45 million in services, 
dollars, local currency, and commodities toward the emergency care 
and resettlement costs of the program. Of this amount approxi- 
mately $32 million was provided in cash for the purchase of services, 
transportation, food, ete. The funds were used principally through 
the United States escapee program, the Intergovernmental Committee 
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for European Migration, the United Nations High Commissioner for 
Refugees, the League of Red Cross Societies, the International Red 
Cross and voluntary agencies. In addition, various departments of 
the United States Government performed services in connection with 
the processing, transportation, and reception of those Hungarian 
refugees who came to the United States. The balance of the cost, 
amounting to approximately $13 million, was provided in the form of 
commodities of which $10 million worth of wheat was transferred to 
the Austrial Government under Public Law 480 making local curreney 
available through proceeds from sales. i 


ROLE OF OTHER UNITED STATES ORGANIZATIONS 


The United States escapee program contributed substantially in 
meeting the emergency in Austria. An experienced USEP staff 
organized and directed the efforts of contract employees brought into 
Austria to handle the increased workload. USEP helped to equip 
camp installations, distributed 120,000 amenity kits, and provided 
medical care, bedding, stoves, food, and warm clothing. These 
services were provided by USEP on a strictly emergency basis until 
the Austrian Government, the Red Cross, and other organizations 
were able to provide continuing assistance. 

In addition to its normal activities, the Intergovernmental Com- 
mittee for European Migration organized and assisted in the move- 
ment of over 139,887 Hungarian refugees from Austria between 
November 1, 1956, and June 14, 1957. The United Nations High 
Commissioner for Refugees issued joint appeals with the Secretary 
General of the United Nations for financial and resettlement assist- 
ance, and provided funds to the Austrian Government and to the 
League of Red Cross Societies for the care and maintenance needs 
of the refugees, and played a major role in organizing the efforts of 
the free world in behalf of the Hungarian refugees. 


CASELOAD DATA 


Considering the number of refugees still awaiting resettlement, the 
present rate of exodus from Hungary, and the current rate of resettle- 
ment, it is estimated that approximately 40,000 Hungarian refugees 
will remain in Europe on January 1, 1958, who will require perma- 
nent resettlement or some other form of assistance. Through the 
combined efforts of international organizations, private voluntary 
agencies, and individual countries, including the United States, it is 
estimated that this number can be reduced to approximately 12,000 
by the end of that year. 

The estimated requirements for this program are based on meeting 
essential needs consistent with United States interests in the relief 
of human suffering and in reducing the political and economic ten- 
sions resulting from the continued presence of large numbers of 
unassimilated Hungarian refugees. The estimate includes $6.9 
million for the United States escapee program, $1.5 million for the 
Intergovernmental Committee for European Migration, $1 million 
for the United Nations High Commissioner for Refugees, and 
$600,000 for special assistance to the youths among the refugees. 

The amounts requested are over and above the requests for the 
normal requirements of these programs and above the amounts which 
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will be supplied by other governments or private agencies. It is 
unlikely that these sources of assistance combined will do more than 
partially offset the deficit which the burden of the Hungarian refugees 
will impose upon the economies of Western European countries. 

Under the United States escapee program an average caseload of 
approximately 27,500 Hungarian escapees is anticipated for the first 
6 months of calendar year 1958 and an average of approximately 
17,000 for the remaining 6 months. During this period USEP will 
provide supplemental feeding and medical care to assist refugees 
to qualify physically for overseas resettlement, assistance in docu- 
mentation, advice in locating opportunities abroad, and other services, 
including payment for costs of transportation and placement in 
receiving countries as required. It is estimated that approximately 
20,000 escapees will be moved from Austria and other Western 
European countries to places of resettlement overseas by ICEM 
which will call for an additional United States contribution of $1.5 
million. Exclusive of projects for youth, the United Nations High 
Commissioner estimates that approximately $3 million will be required 
by his office for Hungarian refugees. The program, which will pro- 
vide essential local integration services for refugees, including the 
aged and incapacitated persons who remain in Austria, includes hous- 
ing, small loans, counseling, job placement, language and vocational 
training, and other services which will permit the refugees to become 
self-sufficient. Consistent with our normal basis of contribution to 
the UNREF program, it is recommended that the United States 
contribute one-third to the total requirement. 

Based on the number of youths who have fled to Austria, it is ex- 
pected that approximately 1,200 unaccompanied youths in 1958 will 
need continued education, supervision, and training to counteract the 
idleness and frustrations of refugee life. Until solutions to their 
resettlement can be found, these young people must be kept occupied 
and prepared as far as possible to meet the responsibilities of life in 
new, democratic countries. It is estimated that the cost of such 
assistance through placement in schools and centers will average $500 
per person. 

It is not possible to predict with certainty the total requirements of 
assistance to Hungarian refugees. The political atmosphere in Hun- 
gary could cause a greater number of new escapees to seek asylum in 
the West than we have estimated. The ability of the free world 
countries to absorb the Hungarian refugees may prove to be less than 
has been predicted. The deficit of the Austrian Government may not 
be adequately met through the local currencies which have been 
authorized for this purpose. There may be shifts in the types of 
services required which would affect the dollar requirements. For 
this reason, the estimate has been proposed as a single requirement 
which can be administered flexibly to meet changing program needs 
without sharp limits on the amounts to be used for specific purposes. 
It is possible that $10 million may not meet the actual requirements, 
but it is believed that the United States share in this assistance can 
be held within this amount. In any event, it is believed that the $10 
million proposed represents the reasonable figure which the United 
States should be prepared to provide in assisting the group whose 
revolt has provided the world with a demonstration of the continued 
opposition of free men to the restrictions of the Communist system. 
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‘COST BREAKDOWN OF HUNGARIAN RELIEF PROGRAM 
Would you like me to enter the chart in the record? 
Mr. Passman. Yes. 


(The chart referred to follows:) 


The utilization of the $10 million is estimated as follows: 


1, United States escapee program: 
(a) Supplemental care and maintenance: 
Average caseload: 
ist 6 months, 14,047 escapees at approximately 
$45 each_ -- . ol ; $632, 000 
2d 6 months, 8,857 esc: upees at approximately 
Geb een Goes tart sivas el: HBULTS 408, 000 


—— 


alin a i alent itaeeaeetsd eebsathteel. casa bed 040, 000 














Total 








Resettlement support: 
Average caseload: 
ist 6 months, 27,640 escapees at approximately 
ee ee ee ee ee 2 ta 1, 658, 000 
2d 6 months, 16,990 escapees at approximately 
$60 each-_ ul ena L i TGFs , 082, 000 















ROK) 65 in irs de ber 2, 690, 000 
fe) Integration: Estimated numbet r esc: capee s loc: ally resettled 
during calendar year 1958 a escapees at approxi- 
mately $300 each ] 660, 000 


(d) Transportation: Estimated number ese paper es transpor ted 
to overseas countries, 20,000 at approximately $125 


EAL, ad Se 8 Died Ot teed 2, 510, 000 




















Oe. ee hI §, 900, 000 
2. Intergovernmental Committee for E urope an Migration: United 
States contribution to ICEM for overseas movement of 20,000 
escapees to countries of resettlement at approximately $75 
each_ ; 1, 500, 000 
3. U nited Nations High Commissioner for Refugees: United States 
contribution to UNHCR for housing, small loans, counseling 
job placement, language, vocational training, and other serv- 
ice s to permit refugees to become self-sufficient, amounting to 
% of total UNHCR requirement 
t. Youth training: Contribution for continued education, discipline, e 
and recreation to 1,200 juvenile escapees at approximately $ 500 


ee i eek th pe bl UP ; Cam tridena 600, 000 
Total. 


1, 000, 000 








10, 000, 000 
JUSTIFICATION DATA 
Mr. Passman. I think we should insert in the record page 75 of the 


justifications. 
(The information referred to follows:) 







NONREGIONAL— MIGRANTS, REFUGEES, AND ESCAPEES 











The United States is engaged directly and through contributions to inter- 
national organizations in continuing efforts to reduce the numbers of dependent 
refugees and escapees in Europe, the Near East and Far East, and to facilitate 
the movement from Europe of refugees, escapees, and indigenous migrants who 
must, for economic and political reasons, seek emigration overseas. tefugees 
and escapees entering the free world from the Soviet orbit create political tensions 
between governments and, in numbers incommensurate with the populations of 
the countries of first asylum, add to the economic burdens of these countries, 
already under the necessity of seeking outlets for their own nationals abroad. 
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Apart from the humanitarian objective of assisting those in obvious need, the 
pasic purposes of the United States are to establish peace and order in the friendly 
countries of Europe, to help them maintain political and economic stability, and 
to assist underdeveloped countries to secure the manpower which they need; 
through these efforts, it is the aim of the United States to provide expression over- 
all for the concern and friendship of the .West for the captive peoples of Eastern 
Europe. To accomplish these purposes, it is essential that continuing asylum be 
afforded to escapees by the countries bordering on the [ron Curtain, even though 
the economies of these countries may be in delicate balance. It is also important 
to counter Soviet propaganda, alleging that the West is indifferent to the fate of 
refugees, by providing decent care and maintenance for refugees and escapees and 
rehabilitation for them in the shortest possible time. Countries of initial asylum 
can only continue to receive refugees and escapees as they are simultaneously 
relieved of the burden of their care by other countries in a position to receive 
refugees and to provide employment, housing, and opportunities for achieving 
self-dependence. 

Estimated obligations and expenditures 


[Dollars in thousands] ! 


| 
Cumulative Fiscal year 1957 
through | . 
fiscal year 
1956 | July 1, 1956 to Mar. 1 to Total Unexpended 
| Feb. 28, 1957 | June 30, 1957 June 30, 1957 










ty 



















Obligations riteibeas 
Expenditures 


1 Shown separately for each program on following separate statements. 






Summary of program 
Fiscal year: 


1956 - ? : .. 29er 
1957 _ 1 eee . ie . 59,900 
Proposed fiscal year 1958 ; . Sle Be 30, 233 





Detail of program 


SUMMARY OF PROGRAM 











Fiscal year Fiscal year Proposed, 
Activity | 1956 1957 fiscal year 
1958 






Intergovernmental Committee for European Migration __ 11, 990 12, 50 12, 500 
United Nations Refugee Fund_. on 























ee 1, 200 1, 900 2, 233 

United States escapee program... a 5, 997 6, 000 5,500 
Hungarian refugee program. - . 39, 500 10, 000 
eeett bss. wbshi. i. ddb F esd Sais ail 19, 187 59, 900 | 30, 233 


Apart from direct assistance to governments of asylum such as Austria, there 
are three agencies through which the United States presently seeks to achieve 
its objectives in this field: the United Nations Refugee Fund (UNREF), the 
Intergovernmental Committee for European Migration (ICEM), and the United 
States Escapee Program (USEP). Each is distinctive in character, has a different 
supporting constituency and concentrates on a specific aspect of the total problem; 
UNREF on the local integration of refugees and emergency assistance, ICEM on 
the transportation of migrants and refugees to countries of second asvlum overseas 
and USEP on the more recent escapees whose flight to freedom has political sig- 
nificance for the Western World in its struggle against communism. All three 
organizations work closely together and actively coordinate their operations both 
on international and country levels. There is constant joint planning and con- 
sultation. The effectiveness of the cooperation achieved was recently demon- 
strated in. the Austrian emergency when over 170,000 Hungarian refugees entered 
Austria in the short period of 4 months and were cared for and distributed in 
substantial numbers to other countries in the most concerted and suecessful 
Operation of this sort since World War II. 
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The nature of the problem is only partly suggested by statistics. The magni- 
tude of the problem may suddenly change substantially. The wave of Hungarian 
refugees which has now subsided, while bringing new and temporary resources 
into play, will leave in its wake residual problems which will merge with and 
intensify those previously under concern. There are some 200,000 older refugees 
of Eastern European origin in Germany, Austria, Italy, and Greece who are still 
partially or fully dependent upon national and international assistance. Many 
aged and infirm among them and those suffering from tuberculosis require institu- 
tional treatment. This group cannot qualify for emigration except on a very 
selective basis and must, therefore, be resettled on a permanent basis in the 
countries where they are. The United Nations has a humanitarian interest in 
this group of older refugees and, in 1953, established UNREF to facilitate the 
working out of permanent provisions for their care. The United States. by 
participating in this effort and contributing one-third of the expenditure, en- 
courages other governments to do likewise and thereby advances its own 
objectives. 

Germany, Austria, Italy, the Netherlands, and Greece are overpopulated coun- 
tries. It is estimated that 350,000 migrants and refugees should leave these 
countries annually to relieve the economic and political pressures which over- 
crowding and unemployment create. Approximately 175,000 leave Europe 
annually without international assistance. ICEM is an intergovernmental or- 
ganization outside the orbit of the United Nations composed of 27 governments 
which have special interests in emigration and immigration. ICEM is currently 
moving 175,000 persons annually out of Europe who would not otherwise be 
moved. About one-third are refugees. Created in 1952 on the initiative of the 
United States, ICEM is playing a substantial role in redistributing available 
manpower resources and thus adding to the strength of the free world. 

There is a continuing flow of new escapees from the Iron Curtain countries of 
Eastern Europe. The revolution in Hungary dramatized the constant pressures 
which force those who love freedom to seek asylum in the Western World. These 
more recent escapees by flight from their oppressors, demonstrated their complete 
rejection of the Communist system. On arrival in the countries of asylum, 
stripped of their possessions, these new escapees must be housed, fed, clothed, 
and resettled as soon as pessible in other countries where they can rebuild their 
lives. This is the task in which USEP assists. Prior to the Hungarian move- 
ment, USEP had processed 93,200 escapees, resettled 34,000 out of Europe in 
overseas countries and was currently assisting over 24,000. This program serves 
the United States purposes directly by providing services in a timely manner to 
those who are the current objects of Soviet oppression. 

When the thousands of Hungarian refugees fled into Austria in November- 
December 1956, these three agencies, with expanded staffs, provided the hospi- 
tality and services which the Western World so anxiously desired to provide with- 
out delay. By their immediate action and the spontaneous response of receiving 
governments, thousands were spared the ignominies of camp existence and were 
soon started on the road to self-dependence. This was made possible by the fact 
that direct assistance by the United States to Austria, assistance by the United 
States and other governments through the United Nations and action by the 
League of Red Cross Societies in feeding the refugees in Austria supplied the basic 
needs for maintenance and housing pending the removal of the refugees from 
Austria. The problem, however, is far from resolved. As of April 1, 1957, over 
40,000 Hungarian refugees remained in Austria awaiting resettlement and others 
in Yugoslavia and those given temporary asylum in western countries, must be 
assisted to join relatives from whom they have been separated or to find perma- 
nent places of settlement. These remaining Hungarian refugees are in addition to 
those of other nationalities already awaiting resettlement when the Hungarian 
uprising took place. 

The requirements of the three organizations for fiscal year 1958 and of the 
Hungarian refugee program are set forth in greater detail in following separate 
statements. These programs, which together constitute a comprehensive attack 
on the problems described, have demonstrated their value in recent experience 
and should receive continuing support during the coming year. 


Unitrep Sratres Escarper PRoGRAM 


Mr. Passman. The first item, the eee RAN is shown on 


page 91. The request is for $5,500,000 for fiscal 1958. For fiscal 
1957 the appropriation was $6 million. May we ask for a brief ex- 
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lanation as to what was accomplished during fiscal 1957 with the 
finds available? 
Mr. Dawson. All right, sir. 
Mr. Passman. And what you expect to do with the funds for fiscal 
1958? 
CASELOAD DATA 


Mr. Dawson. Yes, sir. In neemerene your question I would like 
to start by saying that in last year’s presentation our projection 
showed that at the end of calendar year 1956 we hoped to have re- 
duced our caseload down to 20,240. Instead it is 24,216 at the end 
of calendar 1956. 

Mr. Taper. What was it at the beginning of the year? 

Mr. Dawson. 30,745, I believe. However, I would like to dwell 
on that for a moment because actually, in answer to your question, 
Mr. Chairman, as to our accomplishments during the year, we ex- 
ceeded our goals on resettlement and on integration and on otherwise 
disposing of persons on our caseload. We exceeded them by well 
over 25 percent. 

But we had a considerably larger influx of new escapees than had 
been anticipated or than could have been anticipated at this time 
last year. Instead of having about 7,500 new additions to the case- 
load, we had roughly 16,500. So that with our last year’s appro- 
priation, we coped. with this increase of some 9,000 persons more than 
we had anticipated assisting and yet fell short-—— 

Mr. Forp. Is Mr. Dawson referring to information on page 94? 

Mr. PassMAN. Page 91. 

Mr. Taser. Page 94 shows a different figure. I do not understand. 

Mr. Murpuy. | believe I can explain. The chart on page 94 is 
divided in two half years, the first half year being January 1 to June 
30, and there the additions to caseload are 5,887, and the second half 
year from July 1 to December 31, the additions being 10,950. The 
total of the two is 16,000 that Mr. Dawson referred to for the calendar 
year. 

Mr. Dawson. That is correct. 

Mr. Passman. What was the amount of the request for fiscal 1957? 

Mr. Dawson. We requested $7 million. 

Mr. Passman. And the Congress appropriated $6 million. 

Mr. Dawson. The Congress allowed $6 million. 


OBLIGATIONS 


Mr. Passman. Of the $6 million total, what amount was obligated 
as of June 30? 

Mr. Dawson. As of June 30, we had obligated the entire $6 million. 

Mr. PassMaNn. On what basis was the ope ration in the final 30 days, 
what percentage of the total appropriation? 

Mr. Dawson. $833,000 was obligated in the final 30 days. 

Mr. Passman. How did you manage to conclude the fiscal year 
obligating exactly to the dollar the amount appropriated? 

Mr. Dawson. Actually we operate on a calendar-year basis, and in 
this year we had the Hungarian problem. For a time some of our 
program funds which we would have obligated for the full calendar 
year were obligated for only part of that year and others were diverted 
to the Hungarian program until we could be reimbursed for funds 
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which the administration was making available for the Hungarian 
program. 

Consequently, that meant we still had some obligating to do toward 
the end of the fiscal year. 


DISPOSITION OF LARGER CASELOAD WITH REDUCED APPROPRIATION 


Mr. PassMan. You requested $7 million for fiscal year 1957? 

Mr. Dawson. Yes, sir. 

Mr. PassMan. And the Congress appropriated $6 million? 

Mr. Dawson. Yes, sir. 

Mr. PassMan. With the $6 million appropriation, a larger workload 
was handled than had been anticipated and the available funds were 
adequate to carry on the program? During your statement you in- 
dicated a heavier workload than stated in the original justifications? 

Mr. Dawson. Yes, sir. 

Mr. Passman. And yet in the original justifications the request 
was for $7 million. The appropriation was for $6 million, and a 
heavier workload than originally anticipated was handled with a lesser 
amount. Would you care to offer explanation? 

Mr. Dawson. Yes, sir. We had programed the $2 million program 
for the Far East where we do not have a set caseload such as we do 
in Europe. With our reduced appropriation, we obligated at the 
rate of about $1,100,000 in the Far East. 

Mr. Passman. The request was for $900,000 in excess of the amount 
that could be obligated? 

Mr. Dawson. No, sir, we could have very constructively obligated 
that money in the Far East and our program envisaged expansion as 
explained to the committee last year, a slight expansion of our pro- 
gram in the Far East in view of its importance as a token effort. But 
actually we were not able to do that. 

Mr. Passman. You were able to accomplish more with the program 
on $6 million than had been indicated could be done with $7 million, 
when you testified before the committee last year? I want to be 
corrected if I am in error. 

Mr. Dawson. Yes, sir. 

Mr. Passman. Then I have stated the situation accurately? 

Mr. McCouuivo. Yes, sir. 

Mr. Passman. A program is outlined for fiscal 1958, and an appro- 
priation of $5,500,000 is being requested for that program. 

Mr. Dawson. Yes, sir. 

Mr. PassMANn. May we anticipate | that as much economy could be 
effected in fiscal 1958 as in fiscal 1957? 

Mr. Dawson. No, sir, I do not think so. 

Mr. Passman. Why? 


CUTBACK IN 1957 PROGRAM IN FAR EAST 


Mr. Dawson. Because I want to go back for a moment, if I may, to 
the Far East. We reduced, we actually did not program at the level 
of $2 million in the Far East, as we had intended to and as we had 
explained to the committee. 

In view of the heavy requirements which we had in Europe and our 
shortage of funds, we had to divert money to Europe. In addition 
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to that, we have been having a very heavy influx of Yugoslav escapees 
who constituted many of those who were in excess of what we had 
anticipated and we have been spending on them at a lower per capita 
rate than we have for the satellite and Soviet orbit escapees. 

Mr. PassmMan. The cost of the program for the escapees in Europe 
would have been less than in the Far East? 

Mr. Dawson. They have been reduced to the bare minimum, 
beyond the point really where they should be. 

Mr. Passman. Mr. Alexander? 


MOTIVATION OF ESCAPEES 


Mr. ALEXANDER. We hear a lot of criticism of some of these refugee 
programs to the effect that people escaping are the ones that are less 
courageous and possibly with Communist inclinations. 

Would you care to discuss that angle of this program? I would 
like to have your reaction to it. 

Mr. Dawson. I think that the motivation for escape primarily 
relates to the question of when the individual behind the lron Curtain 
feels that the weight and oppression of the Communist system is about 
to harm him as an individual. 

I do not believe and I do not think the Department of State believes 
that most of the people seek to escape but rather that most of them 
would rather remain there and wage the good battle against the 
oppressor, but as various developments in this or that area of a given 
Soviet orbit country occur, such as collectivization of agriculture, are 

ursued with particular intensity in this area, or as this person’s 
ee has been found to be engaged in anti-Communist activities 
and his whole family is threatened, et cetera—under those conditions 
the individual must escape 

Our experience with them through the program has certainly 
indicated the reverse by and large of the comment you had heard. 
We find they are willing to risk their lives in order to escape. An 
undetermined but a very considerable number are killed or physically 
maimed in seeking to escape through the Iron Curtain areas. 

Mr, ALEXANDER. What steps are taken by these organizations to 
determine the Communist inclinations, et cetera, of persons escaping 
and whether Communist spies could not very well be planted among 
those escaping? 

Mr. Dawson. A very thoroughgoing screening of the new escapee 
is made by the local government authorities and “by allied authorities 
who are concerned with them. 


NUMBER OF POLITICALLY UNDESIRABLES AMONG ESCAPEES 


Mr. ALEXANDER. How many actual Communists in all of these 
escapees have been detected? 

Mr. Dawson. I cannot answer that question, sir. I do not know 
the answer. 

Mr. ALEXANDER. Could you supply it for the record? 

Mr. Dawson. I will certainly seek to get it for the record. I can 
say from the point of view of the experience of the program that the 
numbers who have come to our attention who have been in that 
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category have been very, very small, just a small fraction of the total 
number. 

(The information requested is as follows:) 

Out of a total caseload of 102,000 registered escapees, as of March 1, 1957, 
1,567 persons were dropped from USEP rolls after screening indicated they were 
politically undesirable. Of this number, an estimated 1,400 were associated with 
Communist activities—about 10 percent having been identified as Communist 
supporters and the rest were strongly suspect because of their associations and/or 
activities. 

Mr. McCouuum. May I make an observation on that last question? 

Mr. ALEXANDER. Yes. 

Mr. McCou.vuom. It will be difficult to get accurate figures because 
much of the debriefing is by agencies other than our own. If a Com- 
munist is found, they are never turned over to us for resettlement. 
We would never have contact with them. Any escapee or defector 
from an Iron Curtain country usually goes through debriefing by one 
of the agencies. If they find suspicious evidence, we do not touch 
them. 

Therefore, we would not have information as to how many they 
discarded as being security risks. We also have our own security 
force in the USEP program before we resettle, as mentioned in the 
statement, in the Western Hemisphere. We also have our own se- 
curity as far as the intelligence files are concerned. 

Mr. Atexanper. That is all. 


NEED FOR THREE REFUGEE PROGRAMS 


Mr. Taser. Why do you have three programs in there in this 
picture? Why would not one program be better for this setup? 


There must be a lot of overhead and duplication involved. 

Mr. McCotuium. May I answer that again, Mr. Chairman? 

Mr. Passman. Yes, of course. 

Mr. McCotuvm. The reason for that is the first three programs all 
have entirely different purposes, different interests. ‘The escapee 
program is entirely a United States interest program. The Inter- 
governmental Committee is entirely a transportation organization 
made up of free nations, 27 nations, who do not allow any Communist 
or Communist-dominated countries. Finally, the United Nations 
High Commissioner’s Office is, as the name implies, a member of the 
United Nations and as such is an international agency without any 
nationalistic entity. The fourth program, the Hungarian program, 
was presented with no attempt to cover or pad but to point out to the 
Congress something in the newspapers and in the national interest as to 
what the extent of our aid to Hungarians had been and what we pro- 
posed to do in helping to solve it as quickly as possible. The fourth 
program, therefore, is merely made up of the other three organiza- 
tions. It is no new program; there is no additional overhead on the 
Hungarian program at all. 


OBLIGATIONS 


Mr. Taser. How much of the $39 million you had available for 
the Hungarian refugee program have you obligated? 

Mr. McCoutuvm. All the money on the Hungarian up to this point 
has been obligated to the Austrian Government or to one of the 
agencies working in Austria. 
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Mr. Taser. The entire $39 million? 

Mr. McCouuium. $32 million cash and $13 million in commodities 
under Public Law 480. I do not have the book. Thirteen million 
dollars has been in commodities under Public Law 480, primarily 
wheat, $10 million in wheat, which has been given to the Austrian 
Government which they may sell and receive the proceeds in cash. 
Most of that was given some time ago. It is not a recent obligation. 

Mr. TaBer. What about the other setup, the Intergovernmental 
Committee? 

Mr. Warren. The entire $12.5 million has been obligated. We 
actually pay the money out on the basis of actual movement achieved. 
We have to obligate the entire amount in the full expectation that 
the estimated numbers will be moved. Movements up to the end of 
May have been very high, and there is every indication that the total 
movement for the vear will now exceed the estimates. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. Taser. Do other countries contribute to this? 

Mr. WarrREN. Yes. 

Mr. Taser. How much? 

Mr. Warren. All of the governments who are members of the 
Intergovernmental Committee contribute to the administrative 
expenditures on an agreed obligatory scale. 

Our scale is 29.67. On the operations, which are the heavier 
expenditure of the committee, roughly speaking, the other govern- 
ments contribute 55 percent to our 45 percent. In 1957 our per- 
centage will be around 43 percent. In 1958 we hope it will be a little 
lower, around 42 percent. 

The Committee also receives substantial income beyond that from 
the migrants themselves and from fully reimbursable movements. 
So if you took our contribution overall and compared it with the total 
income of the committee, it would be nearer 25 to 30 percent. But 
comparing our operational contribution with the operation cash 
contribution of the other governments, it runs from 42 to 45 percent. 


RESETTLEMENT OF REFUGEES 


Mr. Taner. Where do most of these people land? 

Mr. Warren. About 38 percent go to Australia. This year over 
50,000 will go to Australia out of a total of 188,000. Over 56,000 
will go to Canada and approximately 51,000 to Letin America. The 
rest will go to New Zealand, Rhodesia, South Africa, miscellaneous 
countries. 

Mr. Taser. Any of them in the United States? 

Mr. WarREN. In 1957 the movement to the United States will 
consist of about 18,000, the tag end of the Refugee Relief Act, and 
about 5,000 Hungarian refugees coming under the parole arrangement, 
whose passage to the United States will be reimbursed to the 
Committee completely. 

Mr. Taser. That is all I have. 

Mr. Passman. Mr. Wigglesworth, do you have any questions to 
ask on the migrants, refugees, and escapee program? 

Mr. WicGLeswortn. | have a few questions, Mr. Chairman. 
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DIFFERENCE BETWEEN UNITED STATES ESCAPEE PROGRAM AND UNITED 
NATIONS REFUGEE PROGRAM 


I have heard it explained twice, but I do not think the record is 
clear as to the fundamental distinction between our own esc apee pro- 
gram and the United Nations refugee program. I understand, of 
course, that one is run by the United Nations and one by our own 
Government. But why, for the sake of argument, do we need an 
American setup in addition to the United Nations setup? What type 
of refugee do we deal with that is not dealt with by the United 
Nations? 

Mr. Dawson. The escapee program, the United States program, 
deals, as we have mentioned before, almost exclusively with the new 
escapee. 

Mr. WiaaieswortH. How do you define the new escapee? How 
do you draw the line? Here is an escapee that has come out of some 
European country who is eligible for assistance. How do you deter- 
mine whether we provide it under our program or the High Commis- 
sioner provides it under the U. N. program? 

Mr. Dawson. By the date of his escape. 

Mr. WiacieswortH. What is that date? 

Mr. Dawson. Up until this year we have ruled out anvone who 
escaped prior to January 1, 1948. 

fr WiaeieswortH. We have ruled out. You’ mean from the 
escapee program? 

Mr. Dawson. The escapee program. The program came into 
being in 1952 and established that administrative dateline, but now 
we have moved toward removing from the caseload or precluding 
assistance to any person after 3 years from the date of his escape. So 
that as we reduce our old caseload and get on a current basis, within 
the next 2 years, we will only be dealing with people within 3 years 
after their date of escape. 

Mr. WiecteswortrH. Why cannot the United Nations deal with 
these people? 

Mr. Dawson. The United Nations is concerned with the great mass 
of refugees eligible under its mandate which includes potentially 
several hundred thousand persons. Most of these are older refugees 
who do not present exactly the same significance in terms of United 
States interests as the new escapees, but above all—— 

Mr. WiacGcieswortnu. I am trying to develop why. I do not under- 
stand the philosophy back of the division. 

Mr. Dawson. The new escapee, representing as he does the con- 
tinuity of repudiation of Communist regimes, continuity of escape is 
of particular concern and interest to the United States Government. 
Therefore, it was felt that the United States must have a special 
unilateral program. 

Without prejudice to the United Nations program, the securing of 
a United States priority interest is more difficult within the framework 
of a U. N. program on a given category of escapees or a given interest. 
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DURATION OF ESCAPEE PROGRAM 


Mr. WIGGLESWORTH. Is it possible to estimate the duration of this 
program? 

Mr. Dawson. I think that it is possible to say that as we get cur- 
rent on the 3-year basis and that if there are no presently unknown 
large influxes of refugees occurring, such as occurred during the last 
year, that the program can reduce its caseload still further below 
what we have projected. But to be perfectly frank, I think the dura- 
tion of the program will be so long as there is an Iron Curtain and so 
long as there are escapees escaping because of current well-known 
Soviet policies. I do not think the program would end until those 
conditions end. 

The United Nations refugee program, though I am not the spokes- 
man for that, since I was starting to answer this question, I would 
like to say they are concerned with the older refugees who have been 
out a long period of time and who have seen the parade go by. You 
have a new development like the Hungarian program and a hundred 
thousand people resettled in a very short period of time, and these 
older groups of refugees are left there and they become a prime target 
through the deterioration in their health and morale, a prime target 
for the Communist redefection campaign. 

That also works in the end against the free world interests and 
against the United States interests. 

Mr. Wieciesworrn. Does it follow from what you say that this 
program might be completed and discontinued in the reasonably near 
future and more promptly than the escapee program? 

Mr. Dawson. Mr. Chairman, I do not think that I could answer 
that. I would rather ask if I might refer that question to Mr. Hanes. 

Mr. PassmMan. Yes. 


PRESENT TERMINATION DATE OF U. N. REFUGEE PROGRAM 


Mr, Hanus. The answer to that, sir, I think is that the present 
program for the High Commissioner we are here asking appropria- 
tions for has a clear termination. It terminates at the end of 1958. 

Mr. WiccGLesworrn, Calendar year? 

Mr. Hanes. Yes, sir. That is not to say that the refugee problem 
which is attacked will terminate at the end of 1958. In fact, it is 
very probab le that the United Nations will continue the mandate of 
the High Commissioner and will undoubtedly seek to continue some 
type of program under the High Commissioner for the refugee problem 

I think it is fair to say that there is a definite end in ‘sight to the 
present refugee group which the UNREF program attac ks. It has 
already been substantially reduced. 

It has also, of course, been swelled by others coming out and others 
who may have gone into the program because they have now been out 
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for more than 3 years. There are factors that make the population 
go up as wellasdown. But the net is down. 

The fact is, however, that as long as there is an Iron Curtain there 
will probably be refugees and probably some type of refugee program 
for them. 

Mr. Wiaeteswortu. It would seem to me that if you complete 
the present United Nations program, you then wipe out the dividing 
line which you have drawn between the type of refugee handled by 
one setup and the type that is handled by the other setup, and you 
reach a situation where both organizations would be dealing with the 
same type of refugee. 

Mr. McCotuvum. One thing, sir, that has not been mentioned is 
the escapee program deals only with those people from behind the 
Tron Curtain in Communist or Communist-dominated countries. 
The High Commissioner’s Office deals with refugees from other areas 
which we do not touch such as Egypt, to give a current example. It 
is possible, therefore, if you had another exodus from Egypt 2 or 3 or 4 
years from now, the High Commissioner would be the responsible 
agency, since the United States program does not cover such a 
contingency. 


OBLIGATIONS AND EXPENDITURES IN FISCAL YEAR 1957 


Mr. Wieaitesworrn. I have one other question, on the dollars and 
cents. 

Looking at page 91 of the justifications, you apparently received 
an appropriation for the current year of $6 million. Did you have 
any funds in addition to that which were carried over and available 
for expenditure in the current fiscal year? 

Mr. Dawson. We had only the funds necessary to pay for the 
services rendered in the last several months of the previous calendar 
year. 

Mr. WieeLesworta. I am asking what funds, if any, in addition to 
the $6 million you have had available for expenditure in fiscal 1957. 

Mr. Dawson. In addition to the $6 million, we had the $2.7 million 
for the Hungarian escapees. 

Mr. WiaeLeswortu. Is that reflected on page 91 or is that dealt 
with separately somewhere? 

Mr. Dawson. That is reflected on page 91. 

Mr. Wiecteswortu. It is reflected? 

Mr. Dawson. Yes, sir. 

Mr. Denton. Where is that? 

Mr. Dawson. If I have the correct page 

Mr. Wiacteswortn. Here is what I am trying to get at. The 
chart indicates you had $6 million for fiscal 1957 and that you obli- 
gated as of June 30, 1957, every cent of that. 

On the other hand, you apparently expended during fiscal 1957 
$10,066,000. I want to know where the other money came from. 

Mr. Murpny. The difference, if I may answer, is accounted for, 
if you look at the left at the cumulative figures through 1956, you will 
notice the cumulative obligations at the end of 1956 were $21,343,000 
and the cumulative expenditures were $15,777,000. So that the un- 
expended balance as of June 30, 1956, was the difference between those 
two. 
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Mr. Wiaeieswortu. That is what I want. 

Mr. Murpny. Yes. 

Mr. WiaeieswortHh. What is that difference? 

Mr. Murpuy. Just under $6 million. 

Mr. Wiee.eswortsH. Just under $6 million? 

Mr. Murpnry. Yes, sir, $5,600,000. 

Mr. Wiaa.eswortu. So, you had upwards of $12 million available 
for expenditure in the current fiscal year, and of that $6 million was 
obligated? 

Mr. Murpuy. That is correct, sir. 

Mr. WiaeiteswortH. Does that mean there is a further carryover 
into fiscal 1958 of roughly $6 million in terms of unobligated balance? 

Mr. Murpay. No, sir. The chart shows $1.5 million as the un- 
expended balance on June 30, 1957, which would be available during 
fiscal year 1958 for expenditure. 

Mr. Wiae.ieswortu. In other words, out of the $12 million avail- 
able you expended—— 

Mr. Morpuy. $10 million plus. 

Mr. Wiae._eswortnH. $10 million plus, and you estimate you will 
have an unobligated balance of $1.5 million. 

Mr. Murpny. Unexpended; it w ould be fully obligated. 

Mr. WiaeLtesworts. All obligated? 

Mr. Murpny. Yes, sir. 


ANTICIPATED FUNDS AVAILABLE IN FISCAL YEAR 1958 


Mr. WiaciesworrH. Does that mean, if your pending request is 
granted, you will have $5,500,000 available for fiscal 1958 as compared 
with an availability of $12 million and an expenditure of $10 million 
plus in 1957? 

Mr. Morpny. If $5,500,000 is granted, there would be $5,500,000 
available for obligation, but for expenditures it would be $5,500, 000 
plus the $1.5 million or a total of $7 million during fiscal 1958 available 
for expenditure. 

Mr. WiGGLeswortnh. So, on a comparative basis, you would have 
$5,500,000 obligational authority compared with $6 million. 

Mr. Murpny. Yes, sir. 

Mr. WiaeteswortH. And you would have $7 million compared 
with $10 million plus on an expenditure basis. 

Mr. Murpny. That is correct. 

Mr. Wiee.eswortsH. That is all, Mr. Chairman. 

Mr. Passman. Mr. Murphy, why were there such large obligated 
but unexpended balances in prior years? 

Mr. Murpuy. As Mr. Dawson indicated earlier, Mr. Chairman, in 
his testimony, the expenditure rate on this program this year has 
been much higher because of the great influx of the Hungarian refugee 
items they had to take care of earlier in the year. 

Mr. PassMan. Heretofore the funds have been obligated? 

Mr. Morpry. Yes, sir. 

Mr. PassMAn. The unexpended balances of obligated funds are 
available? 

Mr. Murpny. That is right, and they paid them out much faster 
this year because they had to take care of the Hungarian refugee 
situation. 
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Mr. Passman. Mr. Ford? 


Mr. Forp. As I understand it, under the escapee program we have 
the sole responsibility for handling, processing, transportation, all 
that aspect of the problem; is that correct? 

Mr. Dawson. I would not use the words “sole responsibility” be- 
cause the escapee program is basically a supplemental program, supple- 
mental to the resources of the responsible asylum country and supple- 
mental to the resources available from other sources such as the 
voluntary agencies. 

The escapee program seeks to achieve United States priority in- 
terests through a timely and effective supplement to the inadequate 
levels available through other resources. 

Mr. McCoutuium. The High Commissioner does not, however, help 
on those cases that USEP handles. There is no duplication. 


‘ 


COORDINATION BETWEEN UNITED STATES ESCAPEE PROGRAM AND ICEM 


Mr. Forp. Now, to return to ICEM where we have a combined 
effort with a number of countries participating, including the recipient 
country paying some of the costs of transportation, could any of the 
escapees get into the ICEM process? What percentage? How do 
you determine that? 

Mr. Warren. The escapee program selects those that can be 
moved and it moves them. On some of the people that ICEM moves, 
the emigrating country and the immigrating country pay a per capita 
contribution to it, but quite frequently they do not make such a per 
capita contribution on the USEP people. USEP has a standing 
contract with the Migration Committee which is an overall contract 
and ICEM will move for the escapee program candidates that it 
selects at a nominal cost of $125, wherever they go in the world. 
That is even to Australia where the cost is $400. 

Mr. Forp. Let us take a typical family which escapes from behind 
the Iron Curtain. Conceivably, they would first fall under the 
responsibility of the escapee program, is that correct? 

Mr. Warren. Not always 

Mr. Forp. A substantial part of them? 

Mr. McCouuum. Your example would be all right. 

Mr. Forp. What happens to them under the escapee program? 
What is our responsibility there, do we shed that responsibility and 
does part of it fall on ICEM or what does happen? Let us have an 
example like that explained. 

Mr. Dawson. Let us say he escapes into Greece. 

Mr. Forp. Where? 

Mr. Dawson. From Bulgaria into Greece. To begin with, a Bul- 
garian in Greece is in a hostile area because the two countries have 
been at odds forso long. The level of assistance which will be granted 
to him by the Greek Government is minimal. It is enough to keep 
him alive. He is kept under detention and before there was an escapee 
program the situation of the refugees in Camp Labrion in Greece was 
going from bad to worse and was highly and effectively exploited by 
the Communists and regularly exploited by them among the captive 
populations. 

The escapee program supplements this basic minimum which is very 
inadequate but considerable nevertheless. It costs substantial funds 
for them to provide even the minimum. 
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Mr. Forp. Does our escapee program exclusively pay for their 
upkeep in the recipient countries, or do we get into transportation 
charges? 

Mr. Dawson. First of all, we pay through the voluntary agency 
contractors. We pay for, let.us say, a project to put better clothing 
on him than is handed out by the Greek authorities. His food is 
almost adequate, what they give him, but we give a slight supplement 
which represents that difference between the bare minimum and enough 
to keep his health at a fairly high ebb and his morale at a good lev el, 
but above all, we spend our funds on the resettlement support item 
which is a series of projects designed to analyze his case as an individual 
and to secure his resettlement in some other country according to the 
circumstances in his case. 

We have medical projects to put him in good shape medically in 
order to qualify for resettlement. We have training projects in order 
to train him in a skill, if need be, to qualify for a resettlement plan. 
In addition to that, we assist in paying his transportation to the re- 
settlement country in order to make sure that he gets a visa and can 
get there. 


FINANCIAL PROCEDURES OF THE ESCAPEE PROGRAM 


Mr. Forp. Your escapee program is on a fiscal-year basis? 

Mr. Dawson. We receive our funds from fiscal year to fiscal year, 
but we obligate and expend on a calendar-year basis. 

Mr. Forp. This request for $5.5 a is for fiscal year 1958? 

Mr. Dawson. It is from fiscal year 1958 funds for obligation and 
expenditure in calendar year 1958. 

Mr. Forp. You had $6 million in this. bill last year, as I understand 
it. You have obligated, as of what date, the full $6 million? 

Mr. Dawson. Let me give you the rundown on that from my own 
presentation, exclusive of the Hungarian question. 

When Mr. Wigglesworth was asking the question before, the 
Hungarian item had gotten a little confused with that. 

We have obligated, as of June 30, all of the $6 million for operations 
in calendar year 1957. 

Mr. Forp. Out of prior-year appropriations, you will run your shop 
up to December 31 of this calendar year? 

Mr. Dawson. We will run that until December 31. That is 
correct; yes, sir. 

At our current rate of expenditure, we will have enough to get 
through and to pay our bills for the first couple of months in calendar 
year 1958. 

Mr. Forp. That is the $1.5 million that you will have available? 

Mr. Dawson. Roughly, $1.2 million. We have available for the 
balance of the year from June 1 on, $4,125,000. We have a current 
expenditure rate of approximately | $534,000 per month, and adding 
2 more months in the first 2 months of calendar year 1958, it will 

eave us virtually even with the board. Coming up to calendar year 
1958, with the new funds from fiscal year 1958 funds, we will then 
renew our contracts in most cases on a 1-year basis. 

In this past year, sir, I would like to add this: We were not able 
to renew them all at one time for a 1-year basis, because the Hun- 
garian item interfered and everything was on an emergency basis for 
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a while. We went by short steps instead of long ones until we could 
see where we were going. 


ANTICIPATED CASELOAD 


Mr. Forp. Predicated on the $5.5 million figure, what will be your 
caseload for that 12-month period? 

Mr. Dawson. Our caseload will start at 17,707 and it is estimated 
or projected that it will be down to 13,000 at the end of calendar 
year 1958. There will be 13,200 new escapees coming in during those 
12 months according to our estimates, and we will resettle 9,800, 
integrate 2,500 and otherwise dispose of 5,600 from the caseload. 
This will show a net reduction of 4,707. 

Mr. Forp. How does that reduction in caseload compare with prior 
years? 

Mr. Dawson. It compares, in the net reduction figure, a little bit 
unfavorably, I should say; a little bit, because of the larger influx 
that we now face, but the total numbers that we are resettling does not 
compare unfavorably. On the contrary, it shows an increase. 

Mr. Forp. Now to return to your example, this Bulgarian family 
that went into Greece, at what point does ICEM come into the picture 
and what does ICEM do? 

Mr. WarrEN. The escapee program, say, gets this Bulgarian family 
visas for Australia and then it goes to ICEM. ICEM is then sup- 
posed to arrange for boats and soon. We have estimated that in the 
total of 188,000 that ICEM moves in 1957— 

Mr. Forp. Calendar or fiscal? 

Mr. Warren. Calendar. Approximately 28,000. The movement 
of 28,000 will be requested by ICEM by the escapee program. 

Mr. Forp. By the escapee program? 

Mr. WARREN. Yes, and the escapee program makes a partial pay- 
ment just as the others do. The total cost to that country, in other 
words, would be contracted at $125 to move anyone. 

Mr. Forp. My recollection may be inaccurate but it seemed to 
me that Mr. Dawson told me that the escapee program would handle 
less than 28,000 in calendar year 1957. Am [I right or wrong? 

Mr. Dawson. You are quite right, but I think I poueanes my 
remark that I was speaking of the escapee program, exclusive of the 
Hungarian problem at the moment. 

Mr. Forp. Mr. Warren is speaking of figures that include the 
Hungarian problem? 

Mr. Dawson. I think even that figure will be a little high; the 
total of the two is somewhere around that. No, it would not be high; 
that is correct. 

Mr. Warren. Twenty thousand on the Hungarian. 

Mr. Forp. Eight thousand non-Hungarian will be handled by the 
escapee program in calendar 1957? 

Mr. Dawson. 1958. 

Mr. McCouuvum. 1957 we are talking about. 

Mr. Forp. Based on your forecast, how would that compare with 
what you expect to do in calendar 1958, about the same? 

Mr. WarREN. 1958, I think it will be a little higher. Your pre- 
diction in 1958 is nine thousand some hundred. 

Mr. Dawson. 9,800 for the non-Hungarians; slightly higher. 
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FISCAL YEAR APPROPRIATION FOR CALENDAR YEAR OPERATION 


Mr. Forp. Your ICEM appropriation request is on a 12-month 
period beginning with calendar year 1958? 

Mr. WarrREN. January to December 

Mr. Forp. Is this $1.5 million for the Hungarian program also on 
that basis, or on a fiscal-year basis? 

Mr. WarkeEN. That is on a calendar-year basis. 

Mr. McCou.vo. All three are on a calendar-year basis. 

Mr. Taper. For what period are we actually providing funds? 

Mr. McCouuvm. All three of them are on a calendar vear, 1958. 
All three of them are on a calendar year and we are asking for funds 
beginning January 1, 1958, through the calendar year. 

Mr. Taser. Then your actual obligations of other funds has not 
happened yet, has it? 

Mr. McCo.uvum. Yes, sir; we obligate them on contract. As far 
as USEP is concerned, that is on contract. 

Mr. Taser. Before the end of fiscal 1957? 

Mr. McCouuivo. Yes, sir; USEP is all obligated before the end of 
fiscal vear 1957. ICEM payments are based on movements. If they 
do not move as many people as they estimate, our contribution is less, 
but this is based on the predicated estimated movement. 

Mr. WicGLeswortH. You have received appropriations up to the 
end of calendar 1957, is that right? 

Mr. McCo.uivum. We have obligated up to the end, sir. 

Mr. WiaGLeswortH. Appropriations cover the period up to De- 
cember 31, 1957, in all of these cases? 

Mr. McCo.uivum. Yes, sir. 

Mr. WiaGLeswortH. What you are asking for is further funds for 
12 months from that date? 

Mr. McCouuum. Yes, sir; the High Commissioner is an 18 months 
program. The High Commissioner for refugees is on an 18 months’ 
basis. 

Is that correct, Mr. Hanes? 

Mr. Hanes. That is correct. The request we are making for the 
High Commissioner’s program is from July 1, 1957, until December 31, 
1958, an 18-month program appropriation. 

Mr. McCouuium. That is to get them on a calendar year basis. 

Mr. Forp. How long has that program been in existence? 

Mr. Hanes. The UNREF program was brought into existence by 
a resolution of the General Assembly in the fall of 1954. The program 
actually started to operate, by the time funds became available, in 
the late summer of 1955. 


UNITED STATES CONTRIBUTION TO UNITED NATIONS REFUGEE PROGRAM 


Mr. Forp. How much has the United States contributed so far? 

Mr. Hanes. So far we have contributed $3.1 million. 

Mr. Forp. This is a 4-year program? 

Mr. Hanes. It is a 4-year program; yes, sir. 

Mr. Forp. Predicated upon that term you expect to take care of 
all of these cases which are set forth here? 

Mr. Hanes. No, sir; this program was originally projected as a 
$16 million program, which it was hoped—that was the estimate at 
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that time—would take care of the caseload. The caseload, of course, 
has not remained static and the expenses have been rising due to 
general inflationary trends, and the expenses of resettlement of some 
of the difficult cases have proved higher than anticipated, so there will 
be a definite residue of refugees left at the end of this 4-year program. 
Mr. Wiaciesworrs. That is all, Mr. Chairman. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller? 


PROCEDURE IN HANDLING TYPICAL EXAMPLE OF ESCAPEE 


Mr. Mruxer. Going back to Mr. Ford’s hypothetical example of a 
family from Bulgaria going to Greece, I would like to carry that a 
little further. 

When do our American agencies hear about these people? When 
they come into Greece? 

They come into Greece, you say, and are put into a concentration 
camp or a detention camp? They have escaped from Bulgaria, but 
when do we first hear about them? 

Mr. Dawson. We hear about them after they have been released 
by the Greek authorities who interrogate them upon their arrival in 
Greece. In some cases, they allow them to go out of the camps but 
in most cases they put them in a government center, such as Labrion 
near Athens, where Bulgars are kept under detention, as it were. 

As Bulgars in Greece, they are people who need, at least to be under 
scrutiny from the Greek point of view. They have several rollcalls 
per day. 

Mr. Miuier. They are under a form of detention with the Greek 
authorities. In other words, the Greek Government keeps a tab 
on them? 

When do we first hear about them? 

Mr. Dawson. We may hear about them first, after they arrive in a 
camp such as that. We may have heard about them otherwise 
through other authorities if they have been allowed to be out in the 
community, which happens in a few isolated cases. We may learn 
about them from the voluntary agencies. I would like to point out at 
this point that before the escapee program went into Greece these 
refugees were kept under armed guard in the center and it was a very 
poor situation and one that was very highly exploited by the Com- 
munists, who said to all of the captives, “If you think about escaping, 
you will go to the free world and you will be rejected there and actually 
placed under armed guard, discredited and allowed to rot.” 

The escapee program has succeeded in not only giving some addi- 
tional assistance to them in raising their standards but has had the 
equally important effect of acting as a modifier on the attitude of the 
Greek Government so that they have become much more confident 
in the handling of these people and less restrictive. 

Mr. Miuuer. They feel they have a way of disposing of them so 
they get better treatment initially and then the program takes hold 
of them? 

Mr. Dawson. That is correct, sir. Before we were there, they felt 
they were simply faced with a piling up of Bulgars in Greece with no 
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outlet. Since we have come there, we have been able to help them 
with the onward movement of these people. 

Mr. Miter. I can see that that is quite important. Does the 
individual have to initiate anything to get into the mill? For in- 
stance, this hypothetical family, they are there and they are under 
detention. Do they initiate a request to be taken over by the refu- 
gee program? 

Mr. Dawson. In Greece, no sir. The numbers coming in are so 
small that each case is relatively conspicuous. The voluntary agen- 
cies who have representatives in this camp will quickly register them. 

Mr. Miuver. Let us shift the scene to between East Germany and 
West Germany. Somebody comes into Berlin, we will say. Do they 
have to initiate an application to be cared for by this escapee program? 

Mr. Dawson. They may apply that way, but more often they will 
present themselves to a center in Berlin, which is known to most new 
arrivals as the place to go for a period. They will be interrogated by 
the German authorities and they will then be directed toward one of 
the voluntary agencies. 

The voluntary agencies will then register them under the escapee 
program. 

Mr. Mitter. What happens in the case of an escapee, an alleged 
escapee, who has a background that makes him a rather poor security 
risk? Let us assume in a hypothetical case a plant where a hard 
core Communist has been trying to get out into the free world for 
subversive purposes, sabotage, espionage, and what not. How does 
he get into this picture or how do we find out or determine whether 
he is a bona fide escapee, or whether he is not? 

Mr. Dawson. Mr. Chairman, I wonder if we could go off the 
record? 

Mr. PassMAN. We may. 

(Discussion off the record.) 


FINANCING OF HUNGARIAN REFUGEE PROGRAM 


Mr. Mituier. Back on the record just a minute. 

{ am not quite clear in my mind about the Hungarian refugee 
program as compared to the overall escapee program. T realize that it 
resulted because of a special emergency that took piace due to develop- 
ments within Hungary, but were it not for that, would Hungarians 
have been a part of the escapee program just as other nationalities? 

Mr. Dawson. Yes, sir; they were. 

Mr. Mititer. Why are there two programs? Why was not the 
escapee program fortified to take care of the added load instead of 
having two programs? 

Mr. Dawson. That is essentially what did happen, but it took a 
little time because of the staggering impact of this unprecedented 

problem of 193,000 people coming out in just a few weeks’ time. There 
is not a fourth program, as Mr. McCollum explained, called a Hun- 
garian program, but there is a Hungarian package request for funds. 

Mr. Miuuer. In other words, the Hungarian program is a part of 
the escapee program, but for our information you are showing it in a 
breakdown, because it is an exe eptional situation? 

Mr. McCotuium. The Hungarian program is part of all three. 
It is part of the escapee program, part of the Migration Committee 
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program and part of the High Commissioner program. We are only 
showing it this way for the information of Congress because there has 
been so much interest and publicity and conditions are changing so 
fast on Hungarians. All Hungarians that came out prior to October 
23 of last year are still in the escapee program. We have until the 
end of this. year. 

Mr. Miuuer. As far as your budget requests are concerned, are they 
broken down separately or are there just three requests with the 
Hungarian money going through all three of them? 

Mr. McCou.tvum. No, sir; they are separate. We have separated 
the Hungarian requests out and showed it as esc apee, migration and 
High Commissioner separately, so you would know what your esti- 
mates are for costs of Hungarians in those three categories 

Mr. Murpny. | think I| can help a little there, if I may. 

The appropriations request for escapees, U NREF and ICEM are 
all individual for 1958 as they have been in the past. 

Attainment in dollars expected to be required in fiscal vear 1958 
to help out in the Hungarian situation is part of the special assistance 
appropriation of the present $300 million, $100 million of which was 
programed. Ten of that hundred is for the Hungarian refugees. 
That 10 would be funneled through these other agencies. 

Mr. Miter. But it is asked for in the special assistance program? 

Mr. Murpny. It is part of the $300 million. 

Mr. Miter. It is actually duplicated here in that it is already 
included in the $300 million? 

Mr. Murpny. That is correct. 

Mr. Miter. It is not separate money? 

Mr. Murpuy. That is right. 


FUNDS AVAILABLE FOR EMERGENCY SITUATIONS SIMILAR TO HUNGARIAN 
REFUGEE PROGRAM 


Mr. Mitier. What would happen during the coming caleiadar year, 
as it would be under your program, if in some other country, other 
than Hungary, a similar situation developed? Would you have the 
machinery with which to handle it all set up under these three heads, 
or would you have to set up another one? If it were Poland or some 
other country, what would you do? 

Mr. Dawson. We would have, as we had in the case of the Hun- 
garian program, the machinery to deal with the problem simply by 
virtue of having the escapee program and ICEM and the High 
Commissioner. 

Mr. Miuuer. In other words, you would merely have to ask for 
additional funds but not a new program? 

Mr. Murpuy. We would probably use some of the $300 million in 
the special assistance appropriation, not programed to meet that 
emergency, funneling it again through these three organizations to 
take care of the situation. 

Mr. Mixer. Past emergencies have not required setting up new 
machinery? It is merely that the volume has required additional 
funds? 

Mr. Murpuy. That. is absolutely correct. 

Mr. Dawson. Exactly, and if I may amplify that, I think that the 
Government was fortunate to have in being such a program—I am 





893 


speaking now simply of USEP—a program which was trained, 
experienced, and geared to the job of handling the new escapees with 
all of the multitude of complexities in connection with it. 

Of course, the same could be said for the work done by ICEM 
and by the High Commissioner. I know in the case of the escapee 
program as soon as we heard that the problem was developing and 
was incipient, then we immediately created a standby plan and 
rushed our staffs from different countries there on the ground and 
they were able to hold the line, hold the dike, until the massive 
assistance could be brought in from various sources. 

Mr. Miiuer. You would be in a position to do that again should 
another area develop, or the same kind of a problem came up? 

Mr. Dawson. We would, indeed. 

I want to say this: I wanted to get this in before in answer to some- 
thing Mr. Passman asked me and I omitted it and I think it is perti- 
nent here. I think our budget represents an absolute minimum on 
our care and maintenance. We have cut our care and maintenance 
from $113 per capita to $50 per capita. 

Mr. PassMan. Is that information included in the narrative? 

Mr. Dawson. You will see that in last year’s statement per capita 
care and maintenance was $113 and now it is down to $50. With 
some money that we have thus saved, we have been able to move 
extra numbers and to cope with this influx. I do not think our pro- 
gram can hold the dike with any lesser amount of funds. 


Mr. Miuter. I yield to Mr. Ford. 
USE OF PUBLIC LAW 480 FUNDS IN THE HUNGARIAN REFUGEE PROGRAM 


Mr. Forp. I notice that $10 million of Public Law 480 funds were 
used during part of the Hungarian refugee problem. 

Why cannot you use more of that instead of the money that you 
are requesting in cash for fiscal year 1958? 

Mr. McCouuivum. We are investigating that and we have worked on 
it in as Many countries as we can. There is one fundamental reason. 
It is very difficult to use too many surplus foods as it upsets the 
economy of a particular country. We do it where we can. Austria 
happens to be a case where we could. It is a perfectly valid request 
and it is valid for us to try to use them, particularly on some of these 
programs if we can get them approved. 

Mr. Forp. There is no restriction in Public Law 480 that would 
preclude you from spending more in that way’ 

Mr. McCouuum. Availability and the mutual agreement of the 
two countries involved. 

Mr. Forp. You certainly have the availability of agricultural 
supplies and the authority is there, so.it is primarily a | process of 
working out some arrangement with the various countries? 

Mr. McCouuivum. As we did with Austria. 

Mr. Denton. Why would it upset the economy of the countries to 
use those funds in the foreign countries? 

Mr. McCouuvum. In the case of Austria we were making up a 
deficit that we had already expended. We are now talking about 
trying to get Public Law 480 funds for care and maintenance but we 
cannot do it for salaries. We are not asking the Austrians to pay our 
people. There are certain cash requirements as against such things 
as foodstuffs. 
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Mr. Dunron. I appreciate that but all of these other expenditures 
take care of these refugees or escapees, or whatever they are. Why 
can you not use those funds? 

Mr. McCoutum. We are attempting to and we have made this 
first start in the Austrian case. 

Mr. Denton. Why does it upset the economy of the country? 

Mr. McCoutuivum. We are not involved in these negotiations at this 
time and we have tried 2 or 3 times to get Public Law 480 funds. 
We made our first successful start in the Austrian case. I think it is 
perfectly valid and we endeavor to use Public Law 480 funds. 

Mr. Forp. I think that brings up a question that ties in to what I 
hoped to discuss. 

In the escapee program you pay certain additional food costs, as I 
understand it; is that correct? 

Mr. Dawson. We have a number—— 

Mr. Forp. For the people in these various places? 

Mr. Dawson. I cited food as an example, but it is not a conspicuous 
item in our care and maintenance budget. 

Mr. Forp. Whatever it is, could you not use Public Law 480 funds 
to take care of certain responsibilities in the escapee program? Not 
necessarily the Hungarian program. 

Mr. Dawson. In Austria? 

Mr. Forp. Anywhere. 

Mr. Dawson. I suppose it could be used. We have a directive 
out on surplus now, to use that to the maximum possible extent recog- 
nizing that the supplement very often is something that is a special 
item and may not be the item that is available. On Public Law 480 
I do not know enough about those funds to know the answer to that 
question, I am afraid. 

Mr. McCo.tuivum. We have just gotten into it. 

Mr. Forp. I think it is a very valid area for a substantial effort to 
be made. 

Mr. McCouuum. We do, too. 

Mr. Dawson. I would like to say this: On the use of Public Law 
480 funds in Austria, in a situation like the Hungarian problem, what 
you have when 180,000 or 170,000 escapees come in a period of a 
couple of months, is a situation in which, not only does the USEP 
have to have more funds to carry on its supplement, but the Govern- 
ment of Austria itself is unable to provide that basic minimum that 
they have been giving to escapees up until that point. I think 
Public Law 480 funds, the $10 million you spoke of, Mr. McCollum, 
have been used to help Austria to meet that basic minimum. 

Mr. McCoutuvum. That is right. Not to feed people. One thing 
Mr. Dawson may want to get into is—I hope I am not taking too much 
time. 

Mr. PassmMan. Use all of the time needed. 

Mr. McCotuivum. This is a very misleading term. There are a lot 
of things, not commodities, which I think you would find interesting 
sometimes. As to the number of different items that come under 
care and maintenance which we use as a lump term, it should be 
broken down to indicate the type of activities that come under that. 
Many of those are not applicable under the heading of foodstuffs. 
That might involve getting visas ready, paying for somebody’s visa 
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if he is destitute, and all of those things which help to get a person 
resettled. 

Mr. Miter. I yield to Mr. Alexander. 

Mr. ALexanper. Thank you very much. I had the same point 
Mr. Ford was going to bring out. I am interested to know whether 
there are counterpart funds or other funds that any of these refugee 
programs use in addition to Public Law 480 funds? 

Mr. McCo.uvum. No, sir. In fact, we do not use the Public Law 
480 funds. The Public Law 480 funds used in Austria were used 
under a direct agreement with the Austrian Government. We use no 
other funds other than the appropriation. 

Mr. Mourpuy. Perhaps I can clarify that. The Public Law 480 
funds used in Austria were used under an agreement arranged between 
the United States and the Austrian Government to help the Austrian 
Government take care of the basic necessities of these refugees. 

Mr. ALEXANDER. Is there any reason why counterpart funds could 
not be used instead of dollars in some of these programs? 

Mr. McCotivum. Do you know the answer to that, Mr. Murphy? 

Mr. Murpuy. No, I do not. 

Mr. Tapnr. If they are available in the countries where you are 
operating from, you have authority to draw them out of the Treasury 
as a result of an appropriation from this committee. 

Mr. Murpuy. I should say, Mr. Taber and Mr. Alexander, that to 
the extent the Treasury was holding any Austrian shillings as counter- 
art and we could meet the costs with schillings, we would. have 
bought then from the Treasury. We would not procure schillings 

directly on the Austrian market. 

Mr. Auexanper. Thank you. 

Mr. Miuuer. Gentlemen, getting back to my original question, 
you have covered in this request the machinery set up for any develop- 
ment, favorable or unfavorable, any increase in workload that might 
be foreseen. Am I correct in that? In other words, in the event of 
some new emergency or some new favorable development, all that 
would be required would be to supplement the funds by the use of 
some of this special emergency fund? 

Mr. McCotuvum. That is right. 

Mr. Miuuer. But as you view the situation as of today, your re- 
quests cover what you forsee would be the requirements? 

Mr. McCo.tuvum. That is correct. 

Mr. Miuuer. [ think that is all, Mr. Chairman. 

Mr. Taper. Off the record. 

(Discussion off the record.) 




























ADMINISTRATIVE 


Mr. Taser. I would like to have each one of these agencies: that 
appeared here this afternoon put in the record at this point the num- 
ber of employees that they have and the amount of the funds that we 
are here asked to provide that would go for administrative expenses, 
stating the items other than personal services. 

Mr. PassMAN. You want that inserted in the record? 

Mr. Taser. I want that in the record at this point. 

Mr. Murpuy. May I make a comment? The administrative 
expenses of these organizations, such as the escapee program, are 


EXPENSES OF THE VARIOUS ESCAPEE PROGRAMS 
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covered under the administrative expense appropriation request which 
we will present tomorrow morning. The funds we have in here are all] 
for program operational expenses. The administrative expenses are 
under a separate item. 

Mr. Wieeiteswortu. The statement on ICEM shows administrative 
expenditure—— 

Mr. Murpny. Yes, but that is an international body. They are 
not United States employees. 

Mr. Taper. If it is an international body that is spending the 
money for administrative expenses and we are paying 42 percent or 
54 percent of the operation, they could put in the overall amount and 
then add a footnote that so much percentage is for the United States 
and so much for other countries. 

(The information requested is as follows:) 


THE UNITED STATES ESCAPEE PROGRAM 


Administrative expenses of the United States escapee program (a unilateral 
program) are not included under the program funds being requested here but are 
requested under the general administrative expense estimate shown later in the 
record. 

This administrative estimate provides for a total of $1,400,000 covering 87 


Americans and 117 local employees and supporting expenses distributed as 
follows: 


IONNNOL RANE, iii SOhlib bo ch chin ease eb $854, 842 
a eet N lal cicte bo tick ans Sewanee de bans SKC RRB oe +4 147, 186 
ES Oe ke inne dab nnndnemenannee sine saat 14, 310 
Communication services Se eter cae ar ened tae caus etek ee aoauiviie 6, 924 
arnnnnen, SLOTS Ui SSeS ee 6, 476 
Printing and reproduction - ------.-.-------------------- is Sale 1, 055 
Sent OUR NUNN ek wile saeco manicn dw sdene Jb neemene xs 16, 322 


Services performed by other agencies ee a ae 292, 106 
i ek Se ee | th caseameannuen 6, 763 
Pe Ta I ec ae ese ile ee. 3, 516 
Grants, subsidies, contributions and CSC retirement__..__________. j 50, 442 


Refunds, awards and indemnities 
Taxes and assessments 


pol Riess tl asvauiea peso elo boda pe 1, 400, 000 





INTERGOVERNMENTAL COMMITTEE 





FOR EUROPEAN MIGRATION 


The total of the administrative budget of the Intergovernmental Committee for 
European Migration (ICEM) for the calendar year 1958 covered by contributions 
of government members is $2,764,115. Of this amount the United States con- 
tribution is 29.67 percent or a total of $811,298. The other 26 government 
members contribute the balance of 70.33 percent or $1,952,817. 

The total administrative estimate of $2,764,115 covers 109 officials of profes- 
sional grade and 270 employees or a total of 379, and supporting expenses dis- 
tributed as follows: 


Personal services. ____________-- 


J2o8 5 BU ae ee 


Gl Ng te Wc bbbiawaea perpen Meee: ; 181, 000 
eens ced ra) be ok od. Ba. LU Ove ke 157, 000 
on kc args bin dtlnd ide sma eb ctigel baiceubp<u 167, 500 
ee ci eseawance Be i Me 56, 200 
Maintenance of vehicles-__-__-_-_-_- eee ee ee Son a ets oan 30, 000 
Representative expenses_-_--________--_-- Pah DONA PO 41, 408 
Conferenes expenses... . - = 2206 Lode ee ot boasht trebles 2SELe. 92, 000 





in di prea ieidanatn mniit heiitstedaminiettrishn adn & um ehen Aiba nd inate 2, 764, 115 
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ADMINISTRATIVE BUDGET OF THE UNITED NATIONS REFUGEE FUND FOR CALENDAR 
YEAR 1957 


The administrative staff of UNREF, as of January 1, 1957, consisted of 14 
officers and 27 clerks, a total of 41 persons, not including consultants and tem- 
porary employees. The total salary costs for 1957 amount to $140,530. Other 
administrative costs amount to $57,300. The High Commissioner has provided 
the following breakdown: 

Salaries: 
Permanent employees - -- a a Ss : . $137, 500 
Consultants and temporary assistance_____- : 3, 000 
Official travel _ - ded Mah 6Gu el est : i243. 8, 500 
Common staff costs__-- 4 a‘ sa ; 26, 500 
United Nations internal audit service_ _ _--- Ens ‘ 9, 000 
Fund raising activities _ _ _ - B.o% 24 Stee es ae 13, 300 


197, 830 


The total UNREF budget for calendar year 1957 is estimated at, $3,586,480. 
Administrative costs, therefore, represent 5.4 percent of the total budget. 

The administrative expenses of UNREF are met out of the general contribu- 
tions to the fund from all governments, and not by a separate, prorated assess- 
ment. The United States share of the administrative budget, therefore, can 
only be calculated on the theoretical basis of one-third, this being our level of 
contributions. On this same basis, other governments could be considered to 
contribute two-thirds of the administrative costs. 

On this basis, the United States contribution to UNREF administrative ex- 
penses would be $65,943.33; other countries would contribute $131,886.67. 


HUNGARIAN REFUGEE PROGRAM 


As this program will be carried out by the staffs of the three agencies shown 
above, no separate administrative staff will be required for this program. 


Unitrep Nations ReruGere Funp 


Mr. Taser. On the second item that we had, the United Nations 
Refugee Fund, UNREF, as I understand it, you are asking us now 
for a year and a half. Is that right? 

Mr. Hanss. Yes, sir. 

Mr. Taber. Just what does that organization do? I can see how 
we could operate the other three, that is, the setups where we are 
running the whole thing or, if it was like the Intergovernmental Com- 
mittee for European Migration and the United States escapee program 
and Hungarian refugees, I can see how we could operate those more 
or less together. I am wondering how these security-clearance 
activities and that sort of thing can be handled in connection with 
these other activities. It seems to me that would be almost im- 
possible. 

Mr. Hanss. I believe the answer to that lies in the part of the 
refugee program which the High Commissioner ee attacks. 
As Mr. McCollum said earlier, ‘the High Commissioner’s program is 
primarily devoted to the older ‘refugee, older in terms of having been 
out longer, and those in camps. 


ORIGINATION OF PROGRAM 


This program was actually set up in 1954. It was set up as a 4-year 
program aimed at attempting to solve the problem of a particular 
group of refugees then existing, many of whom had been out since the 
end of World War Il. Naturally this group tends to be augmented 
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somewhat; there are births and there are others that came out, say, 
in 1952, and then they come into the group that becomes the old 
refugees. 


Mr. Taser. But what does the United Nations Refugee Fund do? 


OBJECTIVE OF PROGRAM 


Mr. Hanzs. Their program is about 70 percent devoted to perma- 
nent solutions of these older refugees. That usually means settlement 
in the country of refuge. For instance, for those that are presently in 
camps in Austria, the program would be heavily weighted to settle 
them in Austria. This would be done by means of vocational edues 

tion programs, by small loans to set the refugee up in his profession, by 
means of housing projects if there were work available in certain 
areas for refugees and everything was available except housing. They 
would attempt, in the first instance, to take those that are still in 
camps, often after 10 years or more, and find a permanent solution for 
them in the country of residence. This, in a sense, answers your 
question, also, about the difficulty of screening. By and large, these 
persons have been through these screening processes long ago. Those 
among them who are suspect have, as Mr. Dawson pointed out, been 
otherwise disposed of. They are no longer in the pool of the older 
refugees. This group is not exclusively, but very largely, composed 
of persons who for one reason or another are the harder to resettle 
group. I say not exclusively because sometimes there are younger 
members of a family who are not difficult to resettle, but because 
one parent is tubercular or one family is larger and perhaps as a family 
not the most desirable, this group generally tends to fall into the 
more difficult category. 


REDUCTION IN 





THE CASELOAD 

Mr. Taper. To what extent in the overall refugee picture has the 
problem become more acute in the last 12 months? 

Mr. Hanszs. In the last 12 months, sir? 

Mr. Taper. Yes. Are there less that you have to dispose of in 
some way or another, or more? 

Mr. Hanus. There are less. I think you have to take into account, 
however, the fact that the last 12 months have included this tre- 
mendous influx of Hungarian refugees. The Hungarian refugees are 
not a part of this program. 

Mr. Taser. They are not a part of this particular program, but 
they are of the one you represent? 

Mr. McCouuum. Yes. 

Mr. Hanus. There is a request within the overall Hungarian request 
for funds that will be spent through the High Commissioner, but not 
through this United Nations Refugee F und. But the fact of the 
Hungarian refugees is a factor in this program, because personnel 
resources that would have been devoted to the solution of this older 
group of refugees were diverted to the emergency situation of the 
Hungarian refugees. It also has a certain psychological effect on those 
who have been in camp for upward of 10 years with little done for 
them in the way of resettlement who see a vast group of refugees come 
out and immediately find permanent havens elsewhere while they still 
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remain in camp. To that extent, I think it is correct to say parts of 
this program have become more actue. On the other hand, the overall 
numbers have decreased. As of January 1, 1955, there were approxi- 
mately 290,000 unsettled refugees in Europe. As of January 1, 1957, 
there were approximately 190,000, a reduction of approximately 
100,000, this despite the fact there were also influxes so the actuai 
number of resettlements was larger than 100,000, but that was the 
net reduction in Europe. 
Mr. Taser. I guess that is all. 


BASIS FOR ESTIMATE FOR UNITED STATES CONTRIBUTION 


Mr. WiacLesworts. It appears from Mr. Warren’s statement that 
“The proposed United States contribution to operational expenditure 
for 1957 is $11,688,702.” What was the basis for the figure recom- 
mended? 

Mr. Warren. The rate per capita is $74.90 for every person moved 
out, and if you will multiply the number movements estimated, 
154,950, by $74.90 it comes out to approximately that figure. 

Mr. WieGLeswortu. Is the rate per person determined by treaty 
or agreement? 

Mr. Warren. It wac our own decision to make. It was a rate 
developed out of experience over the past 5 or 6 years, and it is related 
to contributions of other governments, and irrespective of the rate 
we will not contribute more than 45 percent of all government cash 
contributions to operations. That is, if the numbers moved multiplied 
by the rate of $74.90 would exceed 45 percent of all government con- 
tributions, we would not contribute more than 45 percent. 

Mr. WiaciteswortnH. That is all, Mr. Chairman. 

Mr. PassMAN. Reading from page 2 of Mr. Hanes’ general state- 
ment, [ quote: 

Many of the people on the UNREF caseload, their initiative sapped by years 
of living in camps, require painstaking, tedious, individual counseling before they 
are prepared to take up once again the responsibilities of normal life. 

In 1955 on an inspection tour to some of these countries where we 
have refugee camps, the committee visited camp A. ‘These people 
were in country B and were refugees from country C. Many of them 
had been at this camp for several years. A generation of children 
was being born and reared in the refugee camp, and there were no 

lans of which we could learn at that time to resettle these people, 
yecause they were determined they wanted to return to their native 
country. 

Can you tell the committee the status of the situation at this time, 
leaving out the names of the countries? 

Off the record. 

(Discussion off the record.) 


FISCAL-YEAR APPROPRIATION FOR CALENDAR-YEAR OPERATION 
Mr. PassMan, On page 2 of Mr. Hanes’ statement, this is the 


closing paragraph: 


UNREF, like other U. N. voluntary agencies, operates on a calender-year 
basis. Congress appropriated $1,900,000 in fiscal year 1957 to finance the 
UNREF program for the 18-month period ending June 30, 1957. An appropria- 








900 






tion of $2,233,000 is now being requested for fiscal year 1958 to cover the 18- 
month period ending December 31, 1958. 

Now, we are referring to two 18-month periods, one in the 1957 
appropriation and one in the 1958 appropriation. Does not this 
constitute overlapping? 

Mr. Hanes. No, because at the time this original request was 
made the program was approximately a year behind. 

Mr. Passman. We appropriated on an 18-month basis to bring 
the program up to date. 

Mr. Hangs. And we are not asking for an appropriation to take us 
to the end of this period. 

Mr. Passman. In 2 fiscal years two 18-month appropriations have 
been requested? 

Mr. Hanzs. To bring it on a current basis; yes, sir. 

Mr. Passman. I thought the operation was on a 6-month basis 
because of the fact that Congress operates on a fiscal-year basis, and 
that an 18-month appropriation was requested in order to get current, 
so we made an 18-month appropriation. But now another 18-month 
aren is being requested. 

Mr. Hanzs. The program terminates December 31, 1958. 

Mr. Passman. And the appropriation being requested is sufficient 
to complete the program? 

Mr. Hanes. Yes. 

Mr. PassMANn. We are appropriating 3 years’ funds in 2 years? 
Mr. Hanes. In effect; yes. 


































INABILITY OUT PROPOSED PROJECTS 





TO CARRY 





Mr. Passman. On page 3, the second paragraph, you say: 

The UNRFEF target program for 1957 is $7,096,303, which includes $4,400,000 
i} for the 1957 plan of operations, and a carryover of $2,696,303 for projects in the 
t 1956 plan of operations which could not be implemented for lack of funds. 

t Do you mean lack of funds from the United States or from other 
| contributing nations? 

Mr. Hanes. It was actually lack of funds from both, because our 
contributions have been on a matching basis. There was a shortage 
in the first 2 years of the program from other nations. Also, the 
original estimates of what could be accomplished in a calendar year 
were optimistic, and in fact even if some funds had been available 
they could not have implemented all the programs they had antici- 
pated during that year. 

i Mr. PassmMan. You give the figure of $2,696,303 as a carryover for 
projects in the 1956 plan of operations, then you say the projects 
cone not be implemented for lack of funds. 

Mr. Hanes. I think that is badly worded. That carryover does 
not refer to a carryover of money but a carryover of projects. I 
think that is a badly worded statement. 

Mr. Passman. I thought you were referring to dollars. 

Mr. Murphy, the Controller, has agreed to prepare a world map 
showing the donor nation, the United States, in one color; the recipient 
nations in another color; and the nonrecipient nations in another 
color, as an aid for presenting the bill to the House. We are going to 
use thumbtacks, maybe green for recipient countries, and for those 
not getting any aid there will be another color tack. 
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I saw a sample of the map and observed that Russia isin red. You 
do include all of Russia, including Siberia, whereas for the recipient 
nations, say France—which is hypothetical—you would put in blue 
but will leave the French possessions in black. 

That will not be satisfactory unless the possessions are also shown 
in blue. The sample I saw shows Russia about 1% times as big as all 
the others together. 

Do you agree the colonies should be shown in the same color as the 
mother nation? 

Mr. Murpnuy. We will put them all in one color. 


NUMBER OF PERMANENTLY SETTLED REFUGEES 


Mr. Rooney. Mr. Hanes, I believe you testified that 70 percent of 
this program deals with permanent solution? 

Mr. Hanezs. That is an approximate figure. 

Mr. Roonry. What is the latest total figure on permanent solutions 
since the beginning of the program? 

Mr. Hanes. On page 89——— 

Mr. Rooney. Is that the date of your latest figure, December 31, 
1956? 

Mr. Hanes. Yes, sir; because the 1957 program is in process of 
implementation. 

Mr. Rooney. The permanent solutions are in the first two columns 
of the left hand side of that page? 

Mr. Hangs. Yes. 

Mr. Roonry. What is the difference between allocations and 
beneficiaries? 

Mr. Hangs. The allocations are in terms of thousands of dollars, 
and the beneficiaries are in terms of numbers of individuals. 

Mr. Rooney. As I understand, you have permanently settled 
13,331 refugees up to December 31, 1956, at a cost of $6,330,000. 
Is that right? 

Mr. Hangs. No, sir. The number of beneficiaries is not identical 
with the number of permanently settled. Part of that figure represents 
those permanently settled and part represents those in the process of 
being permanently settled. 

Mr. Rooney. You are talking about December 1956. This is July 
1957. Does not the figure 13,331 represent the number settled per- 
manently as of December 31, 1956? 

Mr. Hanes. No. That figure would be 8,115. The difference be- 
tween that and the 13,000 figure would be someone taking a voca- 
tional-training course, let us say a 3-year vocational-training course. 
He will not be permanently settled until he has completed the course 
and can get a job and be permanently settled. 


PER CAPITA COST 





FOR RESETTLED REFUGEES 


Mr. Rooney. So, there were 8,115 beneficiaries permanently settled 
since the beginning of the program up to and including December 31, 
1956, at a cost of $6,330,000? 

Mr. Hanes. That is correct. 

Mr. Rooney. When we speak of a cost of $6,330,000, are we speak- 
ing of American contributions or overall UNREF money? 
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Mr. Hanes. Overall UNREF money. 

Mr. Roonry. This is quite an expensive operation, is it not? 

Mr. Hanus. It is a very expensive operation and the reason is 

rimarily that to which I referred when I told Mr. Taber that the 

High Commissioner deals with the more difficult cases. The program 
as of December 31, 1956, had only been in operation a little better 
than a year. The rate of permanent settlements has now risen very 
sharply. Between December 31 and March 31 of this year the num- 
ber of permanently settled went from 8,115 to 10,573, an approximate 
25 percent increase in those 3 months. This represents the fact that 
the program, in getting underway, was, as is usual, slow to show 
results. It is now in full gear and showing results at a higher rate. 

Mr. Roonry. Have you computed mathematically what it cost to 
permanently settle each of those 8,115 refugees? 

Mr. Hanus. No. We could supply that for the record. 

Mr. Rooney. I wonder if you would divide 8,115 into $6,330,000 
and insert the result at this point in the record. 

(The information requested is as follows:) 


Per capita cost to permanently settle a refugee is $780. 


RESETTLEMENT OF REFUGEES BY COUNTRIES 


Mr. Roonry. With respect to the figure 8,115, how is that broken 
down by countries? 

Mr. Hanszs. I can supply that for the record. I have the break- 
down on page 89 that adds up to the total benefited but not to the 
total settled. 

Mr. Rooney. Are the bulk of them in Austria? 

Mr. Hangs. Yes. The figures would follow the listing on page 89. 


They would be approximately one-half of those numbers. 

Mr. Rooney. How is it the figures in regard to Austria are so large 
in this total? 

Mr. Hanes. Because a primary focus of the program has been 
Austria, where there was one of the larger and more needy camp 
populations. The High Commissioner’s program has been focused 
each year on the area of the greatest need. For example, in 1958 the 
allocation for Germany will be increased because now we have gotten 
the Austrian problem down to a point where the German problem 
looms larger. 

Mr. Rooney. When we look at the figures at page 89 by countries, 
are we looking at the numbers who are from those countries or the 
numbers who were permanently settled in those countries? 

Mr. Hangs. The number from them, although the great bulk would 
also be settled in that country—not all; some will be settled in other 
countries, such as those who go to old peoples’ homes and institutions. 

Mr. Roonry. With regard to the figure 8,115 permanently settled, 
will you please break that down by countries from whence they came 
and the countries in which they have been or were permanently 
settled? 

Mr. Hanes. When you say ‘‘the countries from whence they came” 
you mean the country of first asylum. 

Mr. Rooney. Yes. 

Mr. Hanzs. Yes. 

(The information requested was furnished as follows: ) 
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UNREF operations to Dec. 31, 1956, actual beneficiaries by country from which 
seltled and stage of setilement 





| 

| Benefited | 
Program and country | Firmly but not All bene- 
settled | firmly |  ficiaries 

settled | 


I. Permanent solutions: 
Austria 
Belgium. .- 
i tad 
Germany - --- 
Greece... ....- 
Italy. -- 


Total 


IL. Difficult cases: 
Austria 
ORs 3 iid t 
SE dis cence deities . 
Greece __._. 
POE aid « 
Italy. _. : 
Jordan, Lebanon, and Syria. 
ST anigatsllausadstdesd 


WOE. 236.545 
III. Refugees of European origin from China 





IV. Emergency aid: 

Egypt-..---.- sets d oy Shh 

J Se ee ay ol gz 2, 095 
i, ee ot hbiwte and i bea beded Sued ; Ls i 369 | 
Italy... ve daan : 2, 300 | 
Jordan, Lebanon, and Syria ; : ae 511 
Turkey-__. fe ; auntradwncink lane ‘ 750 | 
Various countries a ps! 682 | 


as ntaigs copnide key aidancg enter ercpeningsaie ps! 6, 831 


Grand total_. ee 8, 118 16, 483 | 


Mr. Roongy. That is all. 


INTERGOVERNMENTAL COMMITTEE FOR EuROPEAN MIGRATION 


Mr. PassMaAn. We shall take up the program of the Intergovern- 
mental Committee for European Migration. The request is for 
$12,500,000 for fiscal 1958, the same as for fiscal 1957. The item will 
be found on page 79 of the justifications. 

What percent does the $12,500,000 represent of the total program? 

Mr. Warren. I am sorry. I did not hear the question. 

Mr. PassmMan. On page 79 you are requesting, for ICEM, 
$12,500,000 for fiscal 1958. This is the same amount as was appropri- 
ated for fiscal 1957? 

Mr. WarrEN. Yes. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. PassMan. Is this entirely a United States program? 

Mr. Warren. No. This is an intergovernmental committee of 
27 different governments, but it is not organically a part of the United 
Nations system. 

Mr. Passman. The request covers all the expenditures of this 
agency? 

Mr. Murpny. No. While this is a multilateral organization, it is 
not under the auspices of the United Nations. Your question, as I 
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understand it, is what is the total contribution to the expenses of 
this program? 


PERCENTAGE CONTRIBUTION OF THE UNITED STATES 


Mr. Passman. Yes; and what percentage does the $12,500,000 
represent of the total? 

Mr. Warren. Different percentages, Mr. Chairman. Our contri- 
bution is 29.67 percent of the estimated administrative budget. That 
accounts for around $800,000. The balance of the contribution of 
$12,500,000 goes to operations, which is largely transport costs. We 
have a ceiling on our contribution of 45 percent of the total of all 
government cash contributions to operations. We actually pay the 
Committee $74.90 a head for everyone they succeed in moving out 
of Europe during the course of the year, up to the ceiling of 45 percent 
of all cash contributions by governments to operations. 

Mr. Passman. I think this answers the question. 

The Intergovernmental Committee for European Migration, organized on the 
initiative of the United States Congress at Brussels in 1951, now consists of 27 
governments of the free world. 

Mr. Warren. Yes. 

Mr. Passman. And the $12,500,000 is the United States contribu- 
tion, and our contribution to the total operating expenses has a limit 
of 45 percent? 

Mr. WarreEN. To operations. 

Mr. PassMan. Then the answer to my question is that the $12.5 
million is 45 percent of the total operating costs of the agency? 

Mr. Warren. No. 

Mr. Murpuy. $800,000 of the $12,500,000 is for administrative 
expenses. That represents approximately 30 percent of the total 
administrative budget. So the total administrative budget is about 
$2.5 million. The $11,700,000 that remains is for operating expenses, 
and that represents 45 percent of the operating budget, which means 
the operating budget must be in the neighborhood of $24 million or 
$25 million. 

Mr. Warren. The contribution to operations is largely transporta- 
tion cost. The United States contribution has a ceiling of 45 percent 
of all government cash contributions to the same purpose. 

The committee has other income than that from governments. 
The migrants themselves pay substantially toward their transport. 
There are some movements that are fully reimbursed by certain 
governments. If you take our total contribution of $12,500,000 and 
apply it to the entire income of ICEM it comes out between 24 and 
28 percent. 

Mr. Passman. Of the total? 

Mr. WarRREN. Yes. 

Mr. PassmMANn. Because there are 2 programs in 1? 

Mr. WarrEN. We have two items of expense; administrative and 
operations. We measure our contribution by the proportion that it 
is to the total of all government contributions. 

Mr. PassMAN. But no provision is made in the request here that 
if the other contributing nations do not provide their share of the 
funds our portion would be decreased? 
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Mr. Warren. Then we do not pay, but we have to have the 
at to pay on the assumption the other governments will con- 
tribute. 

Mr. Passman. Are the other governments contributing? 

Mr. WarREN. Yes. 

Mr. Warren. In 1956 our contribution was 45 percent of all 
governments’ contributions to operations. 









OBLIGATIONS 





Mr. Passman. Of the $12.5 million appropriated for fiscal 1957, 
what amount was unobligated as of June 30, 1957? 

Mr. Warren. It was entirely obligated to the Committee. We 
had actually paid to the Committee by June 30 a total of $7.5 million. 
We paid the Committee over $7.5 million by the 30th of June. The 
balance will be paid before the 31st of December, depending upon 
actual experience. 

Mr. Passman. In reality, this balance was not obligated. While 
it was obligated to the Committee, there were actually no firm obli- 
gations. The use of the balance would be based upon whether or 
not the other contributing nations put up their part? 

Mr. WarrREN. Yes, sir. 

Mr. PassmMan. Then, this is really not a firm obligation, as such? 

Mr. Morpnry. That is right. We are committed to pay it out if 
they do that, though. If they do not, we are not. 

Mr. Passman. Is that the manner in which this has been handled 
in the past? 

Mr. Murpnry. Yes, sir; that is the way it works. 



















UNEXPENDED BALANCE 





Mr. Passman. What was the total amount of the unexpended fund? 
Mr. Murpuy. $5 million on June 30, sir. 

Mr. PassMAN. But there was a total of $4.5 million which had been 
obligated only to the Committee and $500,000 in obligations which 
had not been submitted. You had $4.5 million which was an obliga- 







tion to the Committee, but your total amount was $5 million. 5o, 
where did you get the other $500,000? ‘To whom was that amount 
obligated? 






Mr. Murpay. I do not recognize the $4.5 million, Mr. Chairman. 
Mr. Warren has indicated that of the $12.5 million we paid out $7.5 
million. 

Mr. PassMan. But you mentioned the figure of $4.5 million a 
moment ago. 

Mr. Murpny. No, sir; I said $5 million. 

Mr. PassMAN. $5 million is the figure you had in mind? 

Mr. Warren. Mr. Chairman, this mythical $5 million is what we 
did not pay to the Committee over a period of 5 years, and that money 
has gone back into the Treasury. 

Mr. Mourpny. This is not unobligated. This $5 million that is 
unexpended is all obligated funds. 

Mr. PassMman. It is obligated to the committee, but does not cover 
firm obligations. The money could revert to the Treasury unless the 
contributing nations provide their share? 
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Mr. Murpuy. That is right, except. Mr. Chairman—— 
Mr. Warren. Mr. Chairman, I might say that as of the 30th of 
May the movements and the payments by other governments. are 


keeping pace with the program on which we would ‘have to pay out 
$12.5 million. 









Unitrep Nations Rerucers Funp 


Mr. Passman. The next item is the United Nations Refugee Fund, 
which will be found at page 85 of the justifications. 
The request for fiscal 1958 is $2,233,000, and the appropriation for 


fiscal 1957 was $1.9 million. You are requesting an increase of 
$333,000 for fiscal 1958. 


















BASIS FOR 





INCREASED APPROPRIATION REQUEST 
Kindly explain to the committee the reasons for requesting an 
increased appropriation. 

Mr. Hanes. Our request, sir, last year, was for $2.3 million, of 
which $1.9 million was granted. The basis for that request and for 
the present request really relates to the total 4-year program of $16 
million of which we have agreed to pay 33.3 percent. 

Mr. PassmMan. The request last year was for $2,233,000? 

Mr. Hanes. Yes, sir, actually $2,300,000. 

Mr. Passman. And the Congress appropriated $1.9 million? 

Mr. Hangs. Yes, sir. 

Mr. Passman. Of the $1.9 million appropriated last year, what 
amount was unobligated as of June 30 this year? 

Mr. Hanes. That was all obligated and paid, sir. 

Mr. Passman. Were sufficient funds available to carry on the pro- 
gram for fiscal 1957? 

Mr. Hangs. Yes, sir; the program has been operating. It is a 
calendar-year program. 

Mr. PassMAN. Sufficient funds were available for the program? 

Mr. Hanus. Yes, sir. 

Mr. PassMaNn. Had the Congress appropriated the sum requested 
last: year, there would have been $333,000 to be turned back? 

Mr. Hanes. Sir, that money would have been applied to the pro- 
gram. It is a calendar- -year program, and our appropriation would 
have gone into that part of the program for this calendar year 1957. 

Mr. PassMAN. You would have paid in advance? 

If the request was for $2,233,000 and the Congress appropriated 
$1.9 million, and $1.9 million was sufficient to carry on the program 
. as planned—— 

: | Mr. Rooney. He did not say it was sufficient. 

. Mr. Hanes. I said it was sufficient to carry on the program, but 
the program for calendar year 1957 was revised on the basis of the 
money that we put im. In other words, had we had the full amount 
of our request the program which the High Commissioner’s Executive 
Committee approved for calendar year 1957 would have been revised 
upward. 

In other words, certain things were deferred until later in calendar 
year 1957. 

Mr. PassMAan. What, specifically, was deferred? 
Mr. Hanes. I can supply that for the record, si 
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Mr. PassMANn. You do not have the information as to what was 
deferred with you? 

Mr. Hanzs. No, sir; because this is not a unilateral program. The 
program of the High ¢ Sommissioner is developed by the High Com- 
missioner’s Executive Committee. For this calendar year, the pro- 
gram was approved in January 1957 at the meeting of the Executive 
Committee. 


EFFECT OF CONGRESSIONAL REDUCTION IN FISCAL YEAR 1957 
APPROPRIATION REQUEST 


Mr. Passman. Inasmuch as you are testifying for this particular 
item, has there been any real damage done as a result of the reduced 
appr opriations ? 

Mr. Hanzs. Well, the program as such has been merely deferred. 
That part of the program has been deferred, and it means that the 
implementation of it will be thrown back that much further beyond 
the end of 1958. 

The program ceases as of December 31, 1958, but the implementa- 
tion of those projects in being at that time will have to go on with 
the money in being at that time until the projects are finished, or 
until the money is exhausted and therefore the fact of a lower appro- 
priation merely deferred projects which would have been implemented 
earlier. 

Mr. PassmMan. Then vou are saying that ultimately the equivalent 
of $2,233,000 per year will be spent. That was the amount requested 
last year, and it was reduced, but it also is the sum being requested 
this year. So, there have been no savings effected as a result of the 
reduction in the appropriation? 

Mr. Hangs. Ultimately we hope to contribute one-third of the $16 
million total program for the 4 years. If we had received the $2.3 
million last year, our request for this year would have been lower 
because we still would not have gone above the one-third; namely, 
our total appropriation which we hope for the 4 years will be $5,333,000. 

Mr. PassMan. If we should review fiscal 1955, 1956, 1957, and the 
request for 1958, what was the situation in these prior years?) The 
program went from $1.2 million to $1.9 million, to $2.2 million. 

Mr. Hanes. That, sir, is a reflection of the pace of the program. 
Being a 4-year program, it, shall I say, got into high gear in about 
the second and third years. We had hoped to taper it off somewhat 
in the fourth year, but actually we cannot, because our appropriation 
last year was smaller. 

Mr. Passman. What would the effect on the program be if the 
same appropriation as last year should be made this year? 

Mr. Hanzs. The effect would be that certain of the programs that 
are projected under the 4-year program would not be implemented, 
and the residual number of refugees remaining in camps and out of 
camps not resettled would be larger. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. Roonry. How about other nations’ contributions? 

Mr. PassMan. Have the other nations made their contributions? 

Mr. Hanes. Yes, sir. In the first 2 years of the program the 
other nations came up slowly. They now are giving at a rate entirely 
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consistent with the operation of the program as it has been laid out 
by the Executive Committee; in fact, there have been even 1 or 2 
extra contributions. The Swedish Government gave an extra contri- 
bution this year of approximately $1.2 million. 

Mr. Passman. What is the percentage of the total cost of the 
program appropriated, or pledged, by the United States? 

Mr. Hanzs. 33.3 percent. 

Mr. Passman. That is the ceiling? 

Mr. Hanes. That is the ceiling; yes, sir. 

Mr. Passman. Is 33.3 percent the ceiling for the 4-year program? 

Mr. Hanes. Yes, sir. Under no circumstances do we have any 
projection of going beyond that. 

Mr. Passman. Fiscal 1958 will be the third year of operation of the 
program? 

Mr. Hanes. Yes, sir. Accurately speaking, calendar year 1957 is 
the third year of the program because it is a calendar year program. 

Mr. Passman. The program is 2% years old, and it has 1% years to 
go? 

Mr. Hanes. That is correct. It actually started late; so, it is 
really only about 1.5 years old, but technically it is 2.5 years old. 
Mr. Passman. Will this appropriation which you are requesting 
for fiscal 1958 complete the program? 

Mr. Hanzs. It will complete this program, sir. It will not com- 
pletely eliminate the refugee problem that it is aimed at, but it will 
complete this program. 

Mr. Passman. Any residue will be transferred, though, to some 
other agency? 

Mr. Hangs. Well, what happens and what kind of successor pro- 
gram, if any, there would be to this, is something that would have to 
be decided by the General Assembly of the United Nations. As of 
the moment, the High Commissioner ceases existence as of December 
31, 1958, unless the United Nations extends his mandate. 



























HuNGARIAN ReruGeE PRoGRAM 











Mr. PassmMan. We shall now consider the request in connection 
with the Hungarian refugee program, which will be found at page 95 
of the justifications. The request is for $10 million. 

It has been stated, however, that a separate appropriation is not 
requested. These funds are to be obtained from the appropriation 
for special assistance. Is not it true that what, is actually being done 
is increasing the other three programs by that amount? 

Mr. McCo.uuvum. Yes, sir. I will take the Hungarian program. 
This is being requested, as Mr. Murphy mentioned, through the 
emergency fund of $300 million of which $100 million has already been 
programed, and this is $10 million of the $100 million. However, this 
will increase the UNICEF, ICEM, and High Commissioner program 
as the increase in Hungarian refugees has normally increased their 


program. 











COST OF PROGRAM IN FISCAL YEAR 1957 











Mr. Passman. What did the program cost in fiscal 1957? 
Mr. McCotuum. To the United States? 


Mr. Passman. Yes, 






909 


Mr. McCo.tuivum. We spent a total of $45 million, of which $32 
million—— 

Mr. Murpuy. $32 million was in this program, Mr. Chairman: 
The $13 million was Public Law 480 aid, which was referred to earlier. 

This $32 million compares to the $39 million which was estimated 
when these books were put together as the total cost. 

Mr. WicGLeswortu. You mean that the figure $39.5 million which 
is shown on page 95 of the justifications is incorrect? 

Mr. Murpny. Yes, sir. The final obligation turned out to be $32 
million, or almost $32.5 million. 

Mr. Passman. Would not this also increase the unobligated funds? 

Mr. Murpuy. Yes, sir. This amount this year, however, was 
financed from the President’s special fund. This $39 million was 
expected to come from there, and the fact that this thing turned out 
to cost less than expected enabled us to pick up that United Nations 
emergency force item in Egypt to which we referred the other day 
of $3 million plus, which we had not planned on, and it also enabled 
us to meet the total requirements on the Polish program. 

Mr. PassmMan. In what position would the committee be if we 
should go to the floor of the House with these justifications, and men- 
tion this figure of $39.5 million, and some Member with a knowledge 
of the lower figure should question us in regard thereto? 

Mr. Murpny. That is a very valid question, Mr. Chairman. It is 
a problem of trying to make up a set of presentstion books and keep- 
ing them current during the year in which you are operating’ your 
program. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


Mr. Passman. The actual expenditure was $32 million? 
Mr. Murpuy. The obligations; yes, sir. 


APPROPRIATION ESTIMATE FOR FISCAL YEAR 1958 


Mr. Passman. Then, by the same token, you overstated your obli- 
gations. By what amount has the request in this appropriation been 
overstated? 

Mr. McCouuium. We think we have underestimated our request. 

Mr. Passman. Such was not the case last year. 

Mr. McCouuvum. Last year there was no request, because we were 
getting the money as we went along. 

Mr. PassmMan. Based on expenditures and anticipated expenditures 
when the justification was presented? 

Mr. Murpny. This was an emergency item. There was not a 
separate justification last year, as we had no idea what would happen 
in,Hungary and we met it through the emergency device that is 
available to us. 

Mr. PassMan. I am merely following figures which show you esti- 
mate $35.5 million was spent, and at the time you provided the esti- 
mate you also placed the other estimate over in fiscal 1958. If you 
concluded $7.5 million less on an amount which was requested, this 
would indicate the program did not need that much money. How 
would that percentage be applied to the $10 million? 

Mr. McCoutivum. I do not think you would, sir, for this reason: 
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The Hungarian resettlement has moved faster than was estimated 
2 or 3 months ago when these figures were first made up. We are 
more stable than we were, which is not necessarily good, but never- 
theless, it is more stable, and we think we have a Sltae idea of what 
the costs are going to be on resettlement, care and maintenance, than 
we did last February and March when the situation was very much in 
a state of flux, and movements were tremendously rapid. 

Mr. Passman. Mr. Rooney, do you have any questions? 

Mr. Rooney. I have no questions at this point, Mr. Chairman. 
I do not see where we can save any money on this item. 

Mr. Passman. Mr. Wigglesworth, do you have any questions? 


NEED FOR 18-MONTH APPROPRIATION FOR UNREF 


Mr. WiceieswortH. Well, there is one thing which is not clear to 
me, and that is in respect to UNREF. Apparently we appropriated 
on an 18-month basis from January 1, 1956 to July 1, 1957; is that 
right? 

Mr. Hanzs. Yes, sir. 

Mr. WiceieswortH. Now, you are asking us to appropriate again 
on an 18-month basis from July 1, 1957 to December 31, 1958; is 
that right? 

Mr. ee Yes, sir. The reason for that is, as I said, the fact that 
the program ceases as of December 31, 1958. 

Mr. WiageLeswortH. In certain other instances we made an 
18-month appropriation so as to be able to appropriate on a 12-month 
basis subsequently. 

Mr. Hanes. If this program were a continuing program beyond 
December 31, 1958—in other words, if we could anticipate this 
program going on 3 or 4 years from now, we would be asking for a 
12-month appropriation to go to June 30 of next year, 1958. Since, 
however, it does have a terminal date at the end of 1958, and since the 
total amount of money that we can foresee from now until the terminal 
date is set by our 33.3 limitation, it seemed to us an easier way for the 
Congress to understand it, and to see it as a whole, to make our total 
request which would bring it up to the full 33.3 percent of the $16 
million. 

Mr. Wiee.teswortnu. If this program is extended 2 or 3 years 
after December 31, 1958, presumably you will be back here again for 
another 18-month appropriation in order to put it on a 12-month 
basis? 

Mr. Hanes. I am afraid, sir, that this is possible. 

Mr. Wice.ieswortH. That is all, Mr. Chairman. 

Mr. Passman. Thank you, gentlemen. 
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Tunpspay, Junty 9, 1957. 


Unitrep Nations CHILDREN’s FunpD 


WITNESS 


FRANCIS O. WILCOX, ASSISTANT SECRETARY FOR INTERNATIONAL 
ORGANIZATIONAL AFFAIRS, DEPARTMENT OF STATE 


Mr. Passman. The next item is the United Nations Children’s 
Fund. We have with us Mr. Francis O. Wilcox, Assistant Secretary 
for International Organizational Affairs, Department of State. 

Mr. Wilcox, do you have a general statement to offer? 

Mr. Witcox. Yes, sir; I have a short statement, and if it pleases 
the committee, I would be glad to read it. 

Mr. Passman. Kindly read the first four pages, and we shall insert 
the figures. 

Mr. Witcox. Yes, sir. 


GENERAL STATEMENT 


I appreciate, Mr. Chairman, very much, the opportunity of appear- 
ing here in support of our request for a contribution to the Children’s 
Fund for the calendar year 1958. 

This statement is submitted in support of the request for an appro- 
priation of $11 million for a contribution to the calendar year 1958 
program of the United Nations Children’s Fund (UNICEF) 

While UNICEF was originally established to assist in meeting 
emergency needs of children in Europe following World War II, in 
recent years it has devoted nearly all of its resources in assisting 
countries in Asia, Africa, and Latin America to develop permanent 
child health and welfare services and to control and eradicate debilitat- 
ing diseases. 

UNICEF is a program to which governments contribute on a volun- 
tary basis. Support for the program has grown steadily both in the 
number of nations contributing and in the amounts contributed. For 
example, in 1951 the sum of $10,400,000 was contributed by 35 
countries while in 1956 contributions of $17,400,000 were made by 79 
countries. This figure has since been incre: ased to 81 contributing 
countries, which, I think, Mr. Chairman, indicates the popularity of 
the program, and the large support which it has in the United Nations 
circles, 

Mr. Passman. Only 6 countries in the world are not contributing 
to the program? 

Mr. Wiicox. There is quite a large number of contributing 
countries. 


UNITED STATES CONTRIBUTION AS A PERCENTAGE BASIS 


The United States has made annual contributions to UNICEF 
since the inception of its program in 1946. In accordance with the 
1957 fiscal year authorization and appropriation an additional amount 
of $10 million has been pledged for the calendar year 1957 program. 
As a result of increased contributions from other governments the 
United States has been able to reduce the percentage of its contribu- 
tion from 72 percent in 1952 to 55 percent in 1957 while at the same 

935225758 
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time total funds available to the program have increased. An addi- 
tional reduction in the United States percentage to 52.5 percent is 
proposed for 1958. 

This is another encouraging aspect of the program in that we have 
over the years gradually been able to reduce our percentage of the 
total cost. 

Mr. Gary. As I understand it, that 52.5 percent is the ratio insofar 
as the contributions of the other countries to the general fund are 
concerned? 

Mr. Wiicox. Yes, sir. 

Mr. Gary. When this general fund is used, the country in which 
it is used matches it on a percentage basis. Therefore, the percentage 
contributed by the United States is less than 52.5 percent of the cost 
of the entire program? 

Mr. Wricox. Yes, sir; it runs about 16 percent, if you count the 
local contributions which the recipient countries make to the program. 

Mr. Wiaetesworts. In 1958? 

Mr. Witcox. Yes, sir. The local contributions made by the re- 
cipient countries are increasing over the years, gradually. This is 
another encouraging aspect of the program. 

Mr. Passman. The 52.5 percent proposed for 1958 is 52.5 percent 
of the $17.4 million? 

Mr. Witcox. The total program will run a little over $22 million. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. Passman. In 1951 the sum of $10.4 million was contributed 
by 35 countries, while in 1956 contributions of $17.4 million were 
made by 79 countries. This figure has since been increased to 81 
contributing countries. Is the amount of the total contributions by 
other countries yet known? 

Mr. Witcox. We do not know exactly. 

Mr. PassMANn. But they are increasing annually? 

Mr. Witcox. Yes, sir, and we think that they will take up this 
slack of the difference between 52.5 percent and 100 percent, which 
would be 47.5 percent. They will contribute that much of the central 
account for next year. 

Mr. Passman. The program is fixed and as other countries increase 
their contributions, our contribution is reduced? 

Mr. Witcox. That is correct. 

At the same time as this reduction is being effected it is important 
that we demonstrate our interest in the gradual expansion of this 

regram by increasing the amount of our pledge for 1958 to $11 million. 
his action will stimulate added contributions from other governments 
thereby enabling UNICEF to cover additional areas of need. 

In addition to payments to the central account, recipient govern- 
ments also contribute to UNICEF projects in local currencies and in 
such other forms as local sdensamat services, transportation, locally 
available supplies, equipment, and facilities. Of the total funds that 
go into projects about two-thirds come from local contributions. In 
1956 recipient countries committed $40 million in such contributions. 
If we consider these contributions together with payments of other 
governments to the central account, the United States contribution 
of $9.7 million in 1956 represents 17 percent of the total. 
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COOPERATION WITH OTHER AGENCIES 


UNICEF works in close conjunction with the World Health Organi- 
zation (WHO) and the Food and Agriculture Organization (FAO), 
which are concerned generally with matters of health and nutrition 
respectively. There is a clear division of responsibilities among these 
organizations. UNICEF provides the supplies and equipment which 
are not locally available; while the WHO or FAO, as appropriate, 
furnishes the technical assistance and know-how requested by the 
governments in the planning and execution of the programs. This 
clear-cut difference in emphasis simplifies the question of coordination, 
and assures that the resources of the United Nations in health, nutri- 
tion, and welfare are aligned in a unified approach in helping govern- 
ments meet children’s needs. 

UNICEF has had remarkable success in stimulating new and ex- 

anded work on the part of governments and peoples receiving aid. 

ot only have local matching contributions been generous, but many 
basic accomplishments have been attained. As the result of joint 
UNICEF-World Health Organization activities, there has been a 
growing awareness of the importance of adequate health facilities and 
health personnel at all levels of government. Public health budgets 
have been expanded, more competent personnel are entering careers 
in public health work and in a number of countries maternal and 
child health divisions have been established within public health de- 
partments. Even more significant perhaps, than the record of govern- 
ment action within the assisted countries are the desires and the efforts 
made by people at the community level to help themselves. The 
UNICEF cooperative approach has instilled in people a sense of pride 


and an initiative which has motivated them to voluntary action locally 

well beyond that which could be achieved by government action alone. 

This is something we are constantly working on and something we 

are very proud of. ra 
UNICEF’S ROLE 


UNICEF's role is not to assume responsibility itself for instituting 
and conducting child health and welfare programs, but to encourage 
and assist individual governments in developing and expanding their 
own programs. The principal areas of activity receiving UNICEF 
assistance are: 

1. Basic maternal and child health and welfare services, including 
the establishment of rural health centers and clinics and the training 
of nurses and midwives. 

2. Mass health campaigns against such crippling md killing. dis- 
cane as malaria, yaws, tuberc ulosis, trachoma, and leprosy. 

. Activities to improve nutrition including long-range child feed- 
ee programs and the increased produc tion and use of milk. 

4. A limited amount of UNICEF’s resources each year is used to 
provide emergency assistance for the victims of catastrophes such as 
earthquakes, floods, droughts and famines, where the welfare of the 
child population is seriously affected. 

Statistics concerning the number of children and mothers benefiting 
from UNICEF programs are most impressive. The attached annex 
shows in some detail not only the number of beneficiaries in 1956 but 
the number of target beneficiaries for 1957. This is indeed a program 
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to which the United States should continue to give strong support and 
leadership. 

Mr. PassMAN. The table at the end of your statement will be 
included in the record. 

(The table referred to follows:) 


Unitrep Nations CHILDREN’s FUND 


Summary of beneficiaries for 1956 and target beneficiaries for 1957 


fet 

















E Target 1957 
Antimalaria campaigns: Children and mothers protected with UNICEF eerie’ Be 
eer OAC i ALA eal oe i sl 8, 102, 150 | 28, 447, 000 
BCG antituberculosis vaccination: Children vaccinated............-.-----_- 14, 262, 000 | 16, 012, 000 
Yaws control: Children and mothers treated. _. Deaknboe 2, 008, 900 3, | 400 
Control of trachoma and related eye diseases: Children treated _- -| 460, 800 660, 800 
Feeding through school lunches and maternal and child welfare centers: Peak 
number of children and mothers receiving daily rations.__.................- 3, 567, 320 4, 485, 810 
Reape! tise ght SEROUS IO SU BO | 1 28, 401, 170 0 | 52, 868, 010 


1 Not included are the many children and nursing and pregnant mothers who receive benefits (other than 
milk) from the over 6,000 maternal and child welfare centers, clinics, and children’s and maternity hospitals 
aided by UNICEF. Still more children and mothers benefit from UNICEF assistance for vaccine produe- 
tion plants, campaigns for the control of communicable diseases such as diphtheria, whooping cough and 
leprosy, and milk drying and pasteurization plants. When all the projected milk conservation plants are 
in full operation, they will provide free or low-cost milk to some 4.7 million children and mothers. Many 
times this number will benefit from the availability of safe milk. 


Mr. Passman. This program has many friends in the Congress. 

Mr. Wiucox. I am only sorry that Dr. Elliot found it impossible 
to be here today to present this material. 

Mr. PassMan. Occasionally in conducting these hearings I am re- 
minded of an article I read several years ago. It made the point 
that should all the wealth in America and in the world be confiscated, 
this would still not provide sufficient funds to do all the things labeled 
“desirable.” 


INCREASE IN UNITED STATES CONTRIBUTION 


I quote here from your statement, at the bottom of page 1: 


At the same time as this reduction is being effected, it is important that we 
demonstrate our interest in the gradual expansion of this program by increasing 
the amount of our pledge for 1958 to $11 million. That action will stimulate 
added contribution from other governments, thereby enabling UNICEF to cover 
additional areas of need, 


Would not the fact that heretofore we have contributed up to 72 
percent, of the total indicate our willingness to contribute liberally to 
this program? 

Mr. Witcox. Well, sir, I think that is a fair statement. We have 
impressed them over the years with our continuing interest in the 
Children’s Fund. I think there is, however, a great deal of interest 
in increasing very modestly the scope of this program, because there 
are a great many things that need urgent attention. 

Mr. Passman. I agree with you, if we had only one program or 
even if we had only a hundred programs, but we have so many 
programs and are enlarging upon all of them. 

Mr. Wicox. I would make this one comment, if I may, about 
two programs in which I am concerned as the head of the Bureau of 
International Organization Affairs. Those two programs are the 
Children’s Fund and the United Nations technieal assistance program. 
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In my experience with the United Nations, I am convinced that 
these two programs return more to us in terms of good will and 
cooperation from other countries than any other part of our foreign 
aid program. 

Mr. Passman. UNICEF and what other program? 

Mr. Wiicox. The technical assistance program of the United 
Nations. 

Mr. Roonry. Those are the two items he is here on today. He 
always comes to my committee, where we have many, many items in 
which he is interested, and he says the same. 

Mr. Passman. All witnesses endeavor to make a good case. 

Mr. Witcox. Mr. Rooney, I appreciate your good-natured remark, 
but what you say is not entirely accurate. 


NUMBER AND LOCATION OF UNICEF PERSONNEL 


Mr. Passman. How many people are employed in UNICEF's 
program, and where are they located? 

Mr. Wiucox. It is about 350, and I can give you the location for 
the record. 

Mr. PassMan. You may insert the location in the record. 

(The information referred to follows:) 
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Unirep Nations CHILDREN’s FUND 


Number and location of staff, 1957 


New York headquarters. -.................-.-.. Se a 
Asia regional, area, and country offices: 
Office of regional director (Bangkok). _ eee 
India, Ceylon, Afghanistan office une Delhi). b> Steppin 
Burma office (Rangoon) --.....-- 
Indonesia office (Djakarta) - es 
I on nn ee a i teidudedegssuccs 
Philippines office (Manila)... _- 
= and, Malaya, United Kingdom territories office (Bang- 
Ph cadedddeke han oaticindsbnbied bas edb bbs descobishd 


CE cece ake, he acide oom a cin. bitindcl pee : 


Africa and Europe regional, area, and country offices: 
Office of regional director and Europe and north Africa area 
office (Paris) ......._. 
Turkey office (Ankara) - Fe ee 
Africa offices (Lagos, Brazzav ille, Entebbe, Dakar) ......-__-. 
Special offices: 
Rn it ee oo ec lb en cnt oe nkbwandctecdelssdsnte dy 
ol” La eee leche, ites Sind Lckminited r 


eb dces tte I eh LS 


The Americas, regional, area, and country offices: 
Office of regional director (New York) - - -- 
Western South America office (Lima) --- 
Chile office (Santiago) -..................--.-..- 
Eastern South America office (Rio de Janeiro) 
Northern South America office (Bogota) _. ..-_.-- 
Central America office (Guatemala City) - _.-- ie 







Mexico country office (Mexico City)..-.......--.-----.-------| 


i i in elit eecip wet ecing 


Eastern Mediterranean regional, area, and country offices: 
Eastern Mediterranean area office (Beirut) 
Country offices (Lebanon, Syria, Jordan, Iran, “Egypt, Libya, | 
oy Ethiopia, Eritrea, the Samalilands, a and 
Nb ns addin a et vcinin i eciieasaeninaneteswelennelbaiive Saad 


Subtotal_- sities cigs aking aan dakireia ead 
Southwest Pacific offiee (Sydney) - eo) ee ee ee ee ee 


EE SS 



































Professional General Total 
| service 
66 | 72 | 138 
nn | BP hsasowun Le 
WF Roseiiesey nue ‘tl 
ativan oe ileal 
3 | A baddunscene 
Wh ccasplack falbocieidenss 
Nise. 1u Si 
29 | 128 57 
23 | 46 |_... . 
oun : : 
6 | 90 JLo s 
1 @ f-.23 ede 
ca — 2 | Satin - 
31 60 | 91 

















14 | 20 
ional aia 
5 | BPE be.cd.-o0 
5 ll 
10 22 | 32 
1 4) 5 
oe 206 | > ae 


1 In addition, in Asia country offices there are 88 8 local staff paid for by the governments of the countries 


in which the offices are located. 


ALLOCATIONS BY GEOGRAPHIC AREA AND GOVERNMENT CONTRIBUTIONS 


BY CALENDAR YEA 


R 


Mr. Wiicox. There are two things I would like to insert, if I may: 
A summary of allocations by geographic area from the fund and the 
government contributions by calendar year, showing the amount each 
country has contributed, and the amount contributed each year from 


1947 on. 
Mr. PassMAN. 
(The information referred to follows:) 


The data will be inserted in the record. 
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ADMINISTRATIVE AND OPERATIONAL EXPENSE 


Mr. PassMAN. What amount will be spent for administrative and 
operational services in 1958? 
Mr. Wixcox. It will be about 14 to 15 percent of the total program. 
Mr. Passman. What was the expenditure for these services in fiscal 
1956 and in fiscal 1957? 
Mr. Wiicox. About 14.6 percent, $3,157,000, for calendar years 
1956 and 1957. 
Mr. Passman. Thank you. Mr. Gary? 
















RUSSIAN PARTICIPATION IN UNICEF 


Mr. Gary. 
program? 

Mr. Wiicox. The Soviet Union has contributed some $500,000 
for each of the last 3 years to this program. Poland has contributed 
$40,000 in 1956. 

Mr. Roonry. How much did Soviet Russia? 

Mr. Wricox. $500,000 for the last 3 years. 

Mr. Rooney. Each year? 

Mr. Witcox. Yes, sir. 

Mr. Gary. I thought they were going to give a million per year. 

Mr. Witcox. I think that may have referred to the technical 
assistance program, sir, because this is the amount they contribute 
to the United Nations technical assistance program. 

Mr. Gary. They have contributed $500,000 a year to this program 
for the last 2 or 3 years? 

Mr. Witcox. Yes, sir, the last 3 years since 1955. 

Mr. Gary. Did they give that in Russian rubles? 

Mr. Wiucox. Yes, they contributed in Russian rubles. 

Mr. Gary. So that could only be spent in Russia and its satellites? 

Mr. Wiucox. It has been spent pretty largely for DDT and 
bicycles. These are the things that most of it has been spent for. 

Mr. Gary. It is only spent in Russia and in the satellite countries— 
could not be spent outside the satellite countries? 

Mr. Witcox. Yes, sir, it is spent primarily for equipment. There 
is the same problem we find in connection with the technical assistance 
program. About 93 percent of the contribution in rubles is spent on 
equipment and supplies. 

Mr. Gary. It has to be because you cannot spend it outside of 
Russia. That is one of the problems we have had with this program. 
Russia makes its contribution in rubles, and you cannot spend them 
anywhere except in Russia or its satellite countries. Yet it opens the 
field so that they can send their -technicians in to other countries, 
which is very objectionable. 

Are any Russian technicians being employed in this program? 

Mr. Wiucox. I do not think there are any in the children’s fund. 
In fact, as you know, the children’s fund does not spend its money for 
technicians. It is primarily for equipment and supplies, and the 
World Health Organization and the Food and Agriculture Organiza- 
tion furnish the technicians. This is really more of a problem in con- 
nection with the technical assistance program than with the children’s 


fund. 


What is the status of Russia in connection with this 
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Mr. Gary. Are you doing anything with polio in this fund? 

Mr. Witcox. No, sir. The primary emphasis has been in malaria, 
leprosy, tuberculosis, trachoma, and yaws. So far as I know, they 
have not gotten into polio. I will be glad to check that for you and 
make it available for the record. 

Mr. Gary. They are not using the vaccine in the foreign countries? 

Mr. Wiicox. Not under this program. 

Mr. Gary. If you want to supplement that in the record, you may. 

Mr. Wiucox. All right. 


PUBLIC LAW 480 FUNDS AVAILABLE TO PROGRAM 


Mr. Roonry. Are there any Public Law 480 funds used in connec- 
tion with this program and, if not, why not? 

Mr. Wiucox. I do not know Mr. Rooney. There are some funds 
that: are being made available for the malaria program, as I under- 
Stand it, in which the United Nations children’s fund and the WHO 
mn srate, but in that program the WHO is the coordinating element. 

(The following was subsequently furnished :) 

In fiscal year 1957, under Public Law 480, the United States contributed 
107,170,500 pounds of dried skim milk to UNICEF. This is separate and apart 
from cash contributions to the UNICEF central fund. 

Mr. Rooney. So that this is a request for $11 million in cash, 
American dollars? 

Mr. Wiicox. Yes, sir. 


RUSSIAN PARTICIPATION 


Mr. Rooney. I am prompted to make this inquiry since you tell 
us that the Russians instead of contributing worthwhile money such 
as we, contribute bicycles and DDT. I suppose they get as much 
credit as we do, do they? 

Mr. Wucox. No, sir, I do not think so, not in these programs. 
Everybody in the United Nations knows who contributes the larger 
proportion of funds. Everybody knows the Russians have been on 
the outside of these programs until recent years. 

I think they felt the propaganda value they get out of some con- 
tribution is rather important to them. They realize that remaining 
clear out of them was a disadvantage to them and now they are coming 
into these programs with a little more enthusiasm and a little more 
money. 

Mr. Rooney. Do you have any information on the number of 
bicycles contributed to this program out of the $500,000 a year in 
rubles over the past 3 years? 

Mr. Witcox. Russian funds have been spent for the following 
things: DDT, $687,500, or the ruble equivalent; bicycles, $60,000; 
blankets, $101,000; vehicles, $250,000; smaller items, $10,000, which 
makes a total of $1,108,500. 

Mr. Rooney. No further questions. 


BASIS FOR INCREASED APPROPRIATION REQUEST 


Mr. Wieeteswortu. If I understand correctly, you are asking for 
$11 million, which is an increase of 10 percent over what you had in 
the current year. 

Mr. Witcox. That is correct, sir. 

Mr. Wiacteswortu. Have you stated the reason for the increase? 
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Mr. Witcox. I indicated briefly in my statement the reason. [ 
think one ought to keep in mind also that, generally speaking, costs 
are going up. The United Nations salaries on not been very high 
and the Salary Review Committee has recommended increases in 
salaries for United Nations staff members. Administrative and other 
costs have generally risen. 

I think also because of the fact that there are very wide needs in 
the world in this particular area, there has been some pressure in the 
Children’s Fund Board to gradually but modestly increase the program 
in this coming year. 


PERCENTAGE OF UNITED STATES CONTRIBUTION USED FOR SALARIES 


Mr. WiaeaiteswortH. How much of the $10 million that you had in 
fiscal 1956 went for salaries? 

Mr. Wiicox. I can get that for you. 

Mr. Wiactesworru. Suppose you put that in the record. 

Mr. Witcox. All right. 

(The information requested is as follows:) 

For 1956, total salaries for UNICEF amounted to $1,945,130. For 1957, they 
are estimated at $2,252,730. Since the United States contribution for 1957 will 
not exceed 55 percent of total contributions, the United States contribution 
toward salaries would amount to $1,239,000. 

Mr. Wiaateswortn. I do not think I have anything further, Mr. 
Chairman. 

Mr. Passman. Mr. Ford? 


UNITED STATES CONTRIBUTION TO PROGRAM 


Mr. Forp. I note in calendar year 1956 our contribution was 
$9,700,000 and in calendar 1955 it was $9 million. It has gone up to 
$10 million in calendar 1957, and this is an increase or proposed in- 
erease for calendar 1958 of a million dollars to a total of $11 million. 

Is this going to be a continuous process as we move along in this 
program? 

Mr. Witcox. Well, sir, that will depend upon the contributing coun- 
tries. The need is great, the demand is great. It could easily be a 
continuing process. There are a good many people who think the 
increase ought to be modest. 

We are in the process now, sir, of making a survey of where we 
have been in the last 10 years with our United Nations programs and 
where we plan to go in the next 5 years. I think you will appreciate 
the fact that all of the underdeveloped countries in Africa, Asia, and 
the Middle East have a feeling that there are so many things that 
need to be done in those countries that if they can utilize these pro- 
grams to a certain extent to accomplish some of those purposes, they 
would of course like to do so. 

As a result, you have a certain amount of pressure for increases. 
Then there are the factors I mentioned a moment ago, the normal 
operating costs that have increased over the last 3 or 4 years. We 
have seen that throughout the Government. 

Mr. Forp. I think it would be wise, Mr. Chairman, for the benefit 
of the record to have that chart on page 103 included and bring it 
down to date predicated upon the $11 million request. 


a ae a 
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Mr. Passman. Without objection, the chart will be inserted in the 
record. 

Mr. Forp. And it will be brought down to date for calendar 1958, 
showing the $11 million request in percentages? 

Mr. Wiucox. Yes, sir. 
(The information referred to follows:) 





UNICEF 


es millions of an 






| 
| United States| Other Gov- | United States 
Calendar year program contribution | ernment | 






| percentage 
| contributions} 
1068. ........--.-------2------------55-5 . aatannl $9.8 $4.5 | $68 
Ear hecwwkinn te bactddsoudnaneewesdecs . 8.3 | 5.3 | 61 
Bhat er ncnhoninscennnnesepeecavernpeerer~nqnnedconsdanqdanel 9.0 | 6.6 | 60 
Ps edow nnn oe ences onto eon n none nseecaes- costhieceghehunawetl 9.7 7.5 56. 5 
Rh i Dna S 5g ac iad 3 dhn wd Sieben aad aknhbe edbilababidwe’! 10.0 18.3 | 55 
PG ns won pen annquencwnpee sans en tesecacec-saparccanptonedtess 11.0 1 9. 95 52.5 


1 Estimate. 













Mr. Forp. That is all. 

Mr. WiaeLeswortna. I have one further question. 
1 

USE 


OF FUNDS FOR EMERGENCY ASSISTANCE 

















When you tell us, Mr. Secretary, that each year some of your 
resources are used to provide emergency assistance for victims of 
catastrophes such as earthquakes, floods, droughts, famines, et cetera, 
are you not moving into the field of duplication? 

Mr. Witcox. I quite agree, Mr. Wigglesworth, if we attempt to 
alleviate the difficulties stirred up by every flood and drought and 
famine and earthquake, we would be getting into a bottomless pit. 
I do not think the fund or anybody administering the fund would 
want to do that. 

The fund, however, did permit a very small amount of assistance 
on an emergency basis to go to Hungary. That kind of thing oe- 
casionally does develop and the needs of children may become very 
great. because of some emergency. They have diverted certain 
amounts of assistance, a very small amount, for that purpose. 

Mr. WieaiteswortuH. That is all, Mr. Chairman. 






Unitep Nations Trecunicau ASSISTANCE 






Mr. Passman. We shall hear now from Mr. Francis O. Wilcox, 
Assistant Secretary for International Organization Affairs, Depart- 
ment of State, on the item of United Nations Technical Assistance. 
Mr. Wilcox, do you have a statement to make? 







GENERAL STATEMENT 


Mr. Wiucox. Thank you very much, Mr. Chairman. 


924 


FISCAL YEAR 1958 APPROPRIATION REQUEST 


Appropriation of the amount of $15.5 million from fiscal year 1958 
funds is requested as the United States contribution to the United 
Nations expanded program of technical assistance for calendar year 
1958. This is the same amount as the Congress appropriated for 
fiscal year 1957. 

I realize that it is difficult to measure the effects of our various aid 
programs. Many times the results are of an intangible nature. It 
is my personal conviction, however, that the United States gets more 
per dollar from this program—both in terms of practical results and 
good will—than we do from any other aid program in which we 
participate. 

PARTICIPATING AGENCIES 


The United Nations technical assistance program is carried out by 
the United Nations and the specialized agencies: Food and Agri- 
culture Organization, World Health Organization, United Nations 
Educational, Scientific and Cultural Organization, International 
Labor Organization, International Civil Aviation Organization, 
International Telecommunication Union, and World Meteorological 
Organization. These agencies provide experts, training, and a 
limited amount of equipment to underdeveloped countries at the 
request of the countries. Primary emphasis in the program is in the 
fields of health, education and agriculture. Assistance is also pro- 
vided in general economic surveys, industrial development, aviation, 
and telecommunications. 

As of January 1 there were approximately 1,500 experts assigned to 
various projects in 74 countries. Of these, 198 or 13 percent, were 
Americans. 

Mr. Passman. Forty-nine percent of the cash? 

Mr. Wixcox. That is correct, sir. It is not because there is any 
discrimination with respect to Americans. It is because Americans 
are reluctant to leave their homes and higher paying jobs. 

I should like to see that number substantially increased, but the 
task of finding qualified Americans who are willing to accept technical- 
assistance assignments of this character is extremely difficult. 

The program is financed by voluntary contributions from govern- 
ments to a central fund. Governments announce their pledges for 
the following calendar year at. a pledging conference held annually. 
The Congress has stipulated that United States pledges should be 
made only on the basis of funds which have been appropriated. In 
order for a United States pledge to be made in October 1957 for cal- 
endar year 1958, an appropriation of $15.5 million for fiscal year 1958 
is therefore requested. 


REASONS FOR UNITED STATES SUPPORT 


We have strongly supported the United Nations program since its 
inception. Our continued support of the United Nations program. is 
important for several reasons: 

1. Technical assistance to newly developing areas is in our national 
interest. It was established by the 81st Congress as a major instru- 
ment of United States foreign policy in June 1950, in the Act for 
International Development. It was reaffirmed by the 83d Congress 
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in the Mutual Security Act of 1954. These acts authorized United 
States contributions to technical-assistance programs carried out by 
the United Nations and the Organization of American States as one 
means of implementing the policy established in the act: 

* * * to aid the efforts of the peoples of economically underdeveloped areas to 
develop their resources and improve their working and living conditions by en- 
couraging the exchange of technical knowledge and skills * * *. 

Both the bilateral and multilateral programs have the same objec- 
tives, and although they are different means, the ultimate goal is the 
same. 

2. Our role of leadership in the United Nations is strengthened by 
our continued strong support of the United Nations technical assist- 
ance program. The program was undertaken at United States 
initiative and the United States has exerted a strong influence on the 
program from the beginning. Our willingness to make substantial 
financial contributions has been interpret ted by other countries of the 
free world as evidence of our good faith in desiring to promote the 
economic development and well-being of underdeveloped countries. 

3. The U.S. S. R., after ridiculing the program for several years as 
an instrument of ‘United States imperialism,” apparently decided in 
1953 that it was losing a valuable propaganda advantage because it 
did not support the program. It therefore offered 4 million rubles, 
equivalent to $1 million, to the United Nations program, but attached 
conditions which made its pledge unacceptable. These conditions 
were removed, and the first Soviet contribution was accepted in 
March 1954. The Soviets have contributed the same amount each 
year since, and their satellites are now likewise contributing. A total 
of approximately $6,400,000 has been contributed or pledged by the 
Soviet Union and its satellites from 1953 to 1957. The international 
organizations involved were not able to utilize any of these contribu- 
tions until 1955, when approximately $300,000 was obligated ; approxi- 
mately $1,700,000 was obligated in 1956, and projects have been 
approved which will utilize the balance of the Soviet and satellite 
contributions. The bulk of these contributions is being used for 
supplies and equipment. In the light of Soviet participation, it is 
more important than ever that the United States continue to support 
the program. 

4. Multilateral programs are less costly to the United States than 
bilateral programs because other governments share a part of the cost. 
In this program every dollar we spend goes roughly twice as far as it 
ane if it were spent in bilateral assistance. 

The multilateral technical assistance program contributes to 
wuitying and strengthening nations of the world through concrete, 
constructive, and fully cooperative activities. 

Mr. PassMan. That may be less beneficial when it is taken into 
account that there are two other competing programs. In one part 
of the world there are at least 3 and maybe 4 programs. There is 
the United States technical aid program, the United Nations tech- 
nical aid program, and a special program in Latin America, all doing 
about the same work. ‘There is certainly some overlapping. 

Mr. Witcox. We are doing everything we can to avoid overlapping. 
I would hasten to say that it is a great pity if there is any because the 
need is so great that there ought not to be any overlapping or dupli- 





926 


cation. We are doing everything we can botb in Washington and 
in the field to avoid that. 

Mr. Passman. Have you had an opportunity to check projects in 
Libya and other places? 

Mr. Witcox. I have not been in Libya, but I have been in other 
places. 

Mr. Passman. You have checked other places? 

Mr. Witcox. Yes, sir. 

Mr. PassMaNn. You support what is being done? 

Mr. Witcox. Yes, sir; I will be the first to admit, of course, that 
there are mistakes in a program of this size. 

6. Multilateral technical assistance in some fields is sometimes more 
acceptable politically to underdeveloped countries than_ bilateral 
assistance. This is especially true in some countries where the people 
and their governments are sensitive of their newly won independence. 


USE OF RUSSIAN TECHNICIANS 


Mr. Passman. Have not there been certain requests for Russians 
to go into certain nations on this program? 

Mr. Wiicox. Very few requests are made for Russian technicians. 

Mr. Passman. There are some? 

Mr. Witcox. There have been a few in India, Indonesia, Burma, 
but relatively few. At the first of the year there were 2 technicians 
in the field, now there are 15. Compared to the total that we and 
the French and the British and Belgians put in the field, the Russian 
percentage is infinitesimal. 

Mr. PassMan. It is understandable why this program might be 
more desirable in those countries. They could request that a Russian 
technician come in rather than a United States technician. 

Mr. Wicox. I was not thinking of that. I was thinking of the 
fact that newly independent countries are jealous of their independ- 
ence. They like to sit down around a table with other countries and 
to feel that they are on a plane of equality with them in working 
together to develop programs they can all agree upon. 

Some of them do not like to have a bilateral program offered to 
them on a kind of take it or leave it basis, perhaps with strings at- 
tached to it. A good many of them do look to the United Nations. 

Mr. PassMan. You said they were jealous of their independence? 

Mr. Wiutcox. They are jealous of their new independence and like 
to take action that emphasizes or underlines that feeling of inde- 
pendence. 

Mr. PassMAN. In so many instances we are so anxious to assist 
them that we do not wait for them to get settled before we have our 
top men in their country helping them to get started. 

Mr. Wi.cox. We are anxious to defend our bilateral programs, I 
believe in them. In encouraging multilateral aid, I am not belittling 
or derogating from the importance of the aid we extend on a bilateral 
basis. 

Mr. PassMAN. I understand your position. It is your job to 
present this program. 
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COORDINATION OF UNITED STATES AND UNITED NATIONS PROGRAMS 


Mr. Witcox. Procedures have been developed for coordination of 
the bilateral and multilateral programs both at headquarters and in 
the field. There is close collaboration between the recipient countries, 
the United Nations mission, and the United States operations mission 
in each country both at the planning and operating stages of technical 
assistance projects. Coordination arrangements are flexible and 
adapted to local conditions. In the countries in which the United 
Nations is furnishing the largest amount of aid, resident representa- 
tives have been appointed as coordinating officers to insure contact 
with both the host government and the United States mission. These 
resident representatives do not have line authority over the technical 
activities being carried out by the various United Nations agencies, 
but their responsibilities for coordination and overall planning have 
improved relationships in countries where they have been designated. 
The small size of the United Nations program precludes the appoint- 
ment of resident representatives in all of the countries requesting 
technical assistance. 


UNITED STATES CONTRIBUTION 


A proviso was included in the Mutual Security Appropriation Act 
for fiscal year 1957 that the United States contribution for calendar 
year 1958 should not exceed 33% percent of the total program. The 
administration requested in the authorization bill language which 
will modify this proviso so that the United States can contribute 45 
percent of the total program for 1958, rather than 33% percent. 

The United States has been a strong supporter of the multilateral 
technical assistance program since its beginning in 1950. In the early 
vears of the program the United States contri»uted 60 percent of 
total contributions to the central account. For 1950-51 this amounted 
to $12 million. After the program was established we began to re- 
duce our percentage gradually and for 1956 our contribution was 
$14.5 million, or 50 percent of total contributions. For 1957 the 
United States has pledged a maximum of $15.5 million. The final 
amount of our contribution for fiscal year 1957 will be about 49 percent. 

We can and should continue to reduce our share of the program, 
but we should do it gradually rather than precipitously. A reduction 
to 33% percent for 1958 will mean a substantial reduction in the total 
program. On the other hand, if the United States reduces its percent- 
age share gradually over a period of several years, we can expect other 
governments to continue to increase their contributions steadily, so 
that the program can continue to operate at its present level. Even 
the current level will not adequately meet the requests for multi- 
lateral technical assistance from underdeveloped areas or such newly 
developing countries as those of Africa. There are urgent needs for 
such assistance which are unmet because requests exceed the financial 
resources of the program. Because of this continuing backlog of 
unmet needs it seems important to the executive branch that the >ro- 
gram should not be cut back but should be permitted to contin. e to 
operate at least at its present level. In order for this level to be 
maintained, it will be necessary for the United States percentage to 
be reduced gradually over a period of vears rather than in 1 year. 


93522—57——-59 
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I would like to empbasize that recipient governments made con- 
tributions to the local costs of projects which are estimated at more 
than twice the amount financed from the central fund. When these 
contributions are taken into account, the United States contribution 
is about 15 percent of the total program. 

The United Nations technical assistance program is one of the most 
popular action programs of the United Nations system, and is sup- 
ported by contributions from 80 countries. Continued adequate 
support for this enterprise is an important part of United States 
foreign policy. I believe that the program should be continued at 
a level which will permit a more effective meeting of the most pressing 
technical assistance needs of underdeveloped countries. Appropria- 
tion of the amount requested, $15.5 million, as the United States 
contribution for the calendar year 1958 and modification of existing 
legislation to permit a United States contribution at 45 percent for 
1958 will make this possible. 

I hope that the committee recognizes the importance of these two 
programs. While they are small, they are helpful to us in many 
ways in our foreign policy and in the United Nations generally. 


FISCAL YEAR 1957 APPROPRIATION ACT PROVISION RELATING TO UNITED 
STATES CONTRIBUTION TO UNTA 


Mr. Passman. Certain factors would be very confusing. You 
doubtless have read the Mutual Security Appropriation Act of 1957. 
I quote here from the act: 

* * * United Nations expanded program of technical assistance: For contribu- 
tions authorized by section 360 (a), which shall constitute the total United States 
¢ ntribution through December 31, 1957, $15,500,000: Provided, That the United 
States contribution to the 1958 calendar year program shall not exceed 33.33 
per centum of the United Nations program, 

Yet, you come before this subcommittee and ask for funds which 
would bring the United States contribution up to 45 percent. ‘1 
should think that you would have been on more solid ground had you 
limited your request to 33% percent, and then had endeavored to 
justify a request that our contribution should be raised to 45 percent. 
But you ask for 45 percent when the law specifically says our total 
is limited to 33% percent of the fund. 

Mr. Witcox. This came up last June rather quickly. 

Mr. Passman. This is the law. Somebody in your Department 
has ignored the law, or you would not have come here and asked for 
45 percent, with nothing mentioned earlier about the fact. 

Mr. Wiicox. This matter came up rather quickly last year on 
the Senate floor, and the figure of 33% was inserted. There was 
some talk about a period of years that might be inserted during 
which time we might reduce it from 33% percent. 

Mr. Passman. Have you had an opportunity to read the law? 

Mr. Wiicox. Yes, sir; I have read that passage. 

This year, when the authorizing committee asked us about this, 
the administration said that we would prefer to come to a figure of 
33% percent a little more gradually; a reduction from 50 percent to 
33% in 1 vear would very drastically disrupt the program and do it a 
considerable amount of harm. 

Mr. PassmMan. Who stated that the law would be ignored? The 
law is specific. 
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Mr. Wiicox. We took the suggestion 
Mr. PassMAN. Would not it be honest for me to state that regard- 
less of how you feel, or how I feel, the law speaks for itself? 


RECOMMENDATION OF THE SPECIAL SENATE COMMITTEE ON TECHNICAL 
ASSISTANCE 


Mr. Witcox. Yes, sir; but the special committee of the Senate, 
looking into technical assistance, reported that in their judgment, 
this was unwise. ‘The action had been taken hastily and they felt 
it was not wise. 

Mr. Passman. By whom was this observation made? 

Mr. Witcox. The Special Senate Committee on Technical Assist- 
ance. 

Mr. PassmMan. Who are the members? 

Mr. Witcox. Eight Members of the Senate. Senator Mike 
Mansfield of Montana is the chairman; Theodore Green of Rhode 
Island, J. W. Fulbright of Arkansas, Bourke Hickenlooper, George D. 
Aiken, Homer E. Capehart, Barry Goldwater, and John Kennedy. 

Mr. Passman. Would that committee’s report change the law? 

Mr. Wiicox. No. 

Mr. WiaG.teswortH. What is the date of that report? . 

Mr. Wiicox. That was March 5, 1957. When this matter was 
raised in the authorizing committees of the House and Senate, the 
members of the committees agreed that it would be desirable, in the 
light of the history of this whole thing, to take a more gradual 
approach. The Senate, therefore, agreed to the 45 percent reduc- 
tion, writing into the law that a further reduction would take place 
in 1959, and a still further one in 1960, down to 33% percent. 

That is the reason, Mr. Chairman, that this developed in this 
particular way. 

I hope you do not feel—— 

Mr. Passman. Nothing that I said is personal. Such instances as 
this, where the law is specific, but is ignored in the justifications, 
become evident all too often. 

Unless the authorizing legislation is changed, certainly this com- 
mittee could not approve the request. 

Mr. Wiicox. When the Senate committee took it up, they realized 
that they had not had an opportunity to go into it thoroughly before 
and once having gotten into it, they felt it would be better to depart 
from their original recommendation and make the reduction on a 
more gradual basis. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


NUMBER OF TECHNICIANS 


Mr. Passman. How many people are engaged in the United Nations 
technical aid program? 

Mr. Wiucox. There are 1,500 technicians in the program, si! 

Mr. Passman. How many of these are Americans? 

Mr. Wiicox. About 198, which is about 13 percent. 

Mr. Passman. Where are they located, Mr. Secretary? 
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COUNTRY LOCATION OF UNITED STATES TECHNICIANS 


Mr. Wiucox. I have here a chart showing the location of all of the 
American experts by agency as of January 1. 

Mr. PassMan. It is not classified? 

Mr. Wiicox. No, sir. 

Mr. Passman. Without objection, it will be inserted in the record. 

(The chart referred to follows:) 


United Nations expanded program of technical assistance—Location of United States 
experts by Agency as of Jan. 1, 1957 























| | 
o | Z| | | 
Country of assignment S g . se = e o | g | 3 
| 5 4 _ 4 = 
fas 2 ae} & 5 5 | = | = & 
ea silted eclneisegitaceitcbepciaiyhipteinmmngia Retninentelhiet || | ——_— | —____|—__ |\-—— 
Afghanistan - - - - -- pa ads 1 1 |. ‘ } 2 
Argentina.....-.- : ao 4 1 | P 5 
Bolivia. - ----- J 1 } 1 
| eS ne er 2 j.----. gobancins | 1 2 | | 5 
British Guiana. --. ---- 1} | } 1 
BUTE, So ts bien 34 5 1 Bs has aun <dhees 2 | 2 | 6 
Central America (regional) 1 2 | 3 
Ceylon_. .. ; . 2 | | 2 | 2 | 6 
Chile. - epucnahs Lope eyy 8 1 } 9 
SS ba J 1 | | l 3 | 5 
Colombia... -..- onbid ‘ 2 deat -|-- 2 | 1 2 | 7 
Costa Rica witty $4-+4 | | ; 1 | 1 
Ecuador - ; ibd : 2 | 2 
ar ree ae 1 1 2 | 1 | 1 | 6 
E! Salvador ; 1 | 2 | 3 
Ethiopia | 1 1 1 3 
Gold Coast. -_- 1 | 2 | | 3 
Greece. -- i 1 1 2 
Guatemala | 2 | | | 1 } 3 
Honduras | 2 | | 2 | 4 
India bel 2 | 4 1 7 
Indonesia 3 2 | 1 | 1 7 
iran | 1 |} 3 | 2 1 7 
Iraq-. 2 2 
Israel | 3 | 1 | 1 | 5 10 
Jamaica | | | 1 1 
Jordan ‘ te 1 | I 
Latin America (regional) I is bed | 3 2 5 2 3 15 
Lébpetm. ......4-- 1 | l 
Libya i 1 1 
Malaya BD Be 1 
Mexico. 3 | 1 4 
Near and Middle East (re- | 
gional) 1 4 5 
Nepal | | 2 2 
Nicaragua | 1 | | 1 
North Borneo | 1 1 
Pakistan | 1 | 1 2) 1 
Panama 1 | 1 2 4 
Paraguay 4 | | 1 2 7 
Peru } | | | 1 1 
Philippines 4 1 1 1 7 
Sierra Leone | 1 l 
Sudan. 3 1 4 
Syria 2 1 b 3 
Thailand 1 3 t 
Turkey 2 1 2 4 9 
Uruguay | 1 1 
Venezuela 5 1 6 
Vietnam | } 2 2 
Western Pacific (regional) | 1 I 
Yugoslavia ] 1 
Total 73 12 9 27 43 34 198 


Mr. Wiicox. Here is the location of our own experts as of January 
1, 1957, showing the largest number in— 

Mr. Passman. That list is by nations? 

Mr. Witcox. Yes. We have 198 in 47 countries. 
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Mr. PassMAN. That has been made a part of the record? 
Mr. Wiicox. Yes, sir. 

Mr. PassMAn. Were not these justifications prepared far in ad- 
vance of going before the legislative committees of the Congress? 

Mr. Murpny. Yes, sir; may I go off the record? 

Mr. Passman. Yes. 

(Discussion off the record.) 

Mr. Witcox. I had talked to some of the Senate leaders and some 
of the other Members of the Senate. I talked to some of them about 
the original proposition and they were quite in agreement, I think, 
with our coming up with a somewhat different approach. 

Mr. PassMan. Perhaps it would be well to t nik with the members 
of this committee in advance, in order to avoid such surprises when 
the hearings are in progress. 

Which of these 18 countries are on the Economic and Social Council? 

Mr. Roonry. Is this subject to a point of order? 

Mr. Passman. We have not marked up this bill yet. We know that 
you will be present to protect all of the individuals interested. 

Mr. Rooney. I am one who supported this program. 

Mr. Passman. | am going to support it this year. 

Mr. Rooney. [| am trying to get information. 

Mr. Passman. I think it is obvious that in this instance this com- 
mittee has been regarded as a formality. 






MEMBERS OF THE ECONOMIC 





AND 





SOCIAL COUNCIL 


Do you have the list of the 18 countries? 
Mr. Witcox. Yes, sir. 
Mr. PassMan. Will you read them for the record? 

Mr. Wiicox. There are 24 members of the Technical Assistance 
Committee; 18 members make up the Economic and Social Council, 
and then there are 6 additional members. The list I have here I will 
be glad to read: Argentina, Brazil, Canada, China, Dominican Re- 

ublic, Egypt, Finland, France, Greece, Indonesia, Mexico, the 

etherlands, Pakistan, Poland, the Soviet Union, United Kingdom, 
United States, Yugoslavia, Venezuela, Sweden, India, Switzerland, 
Sudan, and Czechoslovakia. 

Mr. Passman. Those are the 18 countries on the Economic and 
Social Council which approve the program each year? 

Mr. Witcox. That is correct, plus the additional six countries 
which were elected this spring. 








COUNTRIES IN WHICH 





U. N. TECHNICAL 


OPERATING 


ASSISTANCE PROGRAM IS 


Mr. PassMAN. In how many countries is this program now oper- 
ating? 

Mr. Witcox. Seventy-four, Mr. Chairman; I have a list here, if 
you would like to have it for the record—a list of the project costs, by 
region and country, showing in which countries the program is oper- 
ating. 

Mr. PassMan. Without objection, we shall insert this information 
in the record. 

(The list referred to follows:) 
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Mr. Passman. Do I understand that of the 18 countries mentioned 
a while ago you said Czechoslovakia, Argentina, and Poland? 

Mr. Wirsox. Czechoslovakia was elected in the spring of 1957 to 
hold office until 1958. 

Mr. Passman. For what period is Russia in the program? 

Mr. Witcox. Six are elected each 3 years, as I recall. It is cus- 
tomary to have the permanent members of the Security Council 
elected. That is, the United States, France, the Soviet Union, China, 
and the United Kingdom. Those five are normally reelected each 
time. 

LIMITATIONS ON RUSSIAN CONTRIBUTION TO UNTA 


Mr. Passman. How much do the Russians contribute, or did they 
contribute in 1957? 

Mr. Witcox. The Russian contribution has run a million dollars 
each year since 1954. 

Mr. Passman. Has there been any limitation on Russia’s contri- 
bution? 

Mr. Wiitcox. There have been limitations, Mr. Chairman, and for 
over a year, there was none of the money spent. 

Most of the money is now allocated and will be spent during the 
coming year. <A total of about $6.4 million has been contributed by 
the Soviet Union, by Byelorussia, Ukrainian Socialist Soviet Republic, 
Albania, Bulgaria, Czechoslovakia, and Rumania. 

Mr. PassmMan. Limited to Russia, what has the contribution been? 

Mr. Wiucox. A total of $5 million. 

Mr. Passman. How much of that has been spent? 

Mr. Witcox. Of the ruble amount, that is the amount for the 
Soviet Union, Byelorussia, the Ukrainian Soviet Republic in 1956, 
$1,478,157 was obligated; $2,668,689 committed under forward con- 
tractual commitments and, if | can summarize by saying that for 
1957 projects totaling $2,090,000 in rubles have been approved but 
only $1,340,600 has been allocated. Additional projects amounting 
to $749,400 will not be carried out unless funds become available 
through savings. Of the $2,090,000, $1,460,000 is programed for 
equipment. That is about 93 percent of all of these funds that is 
spent for equipment. 

Mr. PassMan. Are not Russian funds spent for Russian equipment 
and on specific projects which Russia designates? 

Mr. Wiicox. The money is spent for three purposes. First, fellow- 
ships, involving courses of training or study; secondly, technical ex- 
perts sent from Russia or another country at the request of the other 
country; and third, supplies and equipment. 

Mr. PassMAN. Russian supplies and equipment? 

Mr. Witcox. Yes, sir; the main bulk of it has been spent, as I said, 
for supplies and equipment. 

Mr. PassMan. Do we place the same type of restrictions on our 
contributions? 

Mr. Wiicox. No, sir; we do not place any restrictions on our con- 
tribution. We contribute in dollars which, of course, are convertible 
and usable anywhere for any purpose. 


VOLUNTARY CONTRIBUTIONS TO PROGRAM 


Mr. Forp. In figuring the percentage of contribution which we 
make, or any other country makes, do we throw it all into the pot 
regardless of restrictions placed on the use of the contributions? 

Mr. Wiucox. This is a voluntary program. It is not compulsory 
to contribute to it. States that do not want to contribute to it do not 
have to. Whatever is gotten is gotten pretty much as you do in the 
community chest drive. You go around and ask for contributions 
and. people make them, if they feel so inclined. As such, contributions 
are made available to the central fund and they are spent in a way 
that is effective and efficient. 

Mr. Gary. Does not the same situation apply to this fund as to 
the UNICEF? When the United Nations Technical Assistance Fund 
helps an individual country, that country is supposed to match the 
funds that are contributed by the central fund; is that correct? 

Mr. Witcox. Yes, sir; the recipient countries actually contribute 
66 percent of the total. This money that I spoke of, the $15.5 million 
you were asking about, will result in a program of $101.9 million. Of 
that amount, if you count the local contribution the local governments 
receiving the aid will contribute about 66 percent, or $67.5 million. 
The United States will contribute, if the request which we have asked 
is granted, $15.5 million, or about 15 percent. That includes the 
local cost. 

Mr. Forp. I suspect you know the answer to my question but I 
did not get the final response. In other words, you do include in the 
total contribution by the donating country those contributions which 
have a restriction on them and our percentages are figured against 
the total pot despite the restrictions? 

Mr. Witcox. No, sir; it is not figured against the total pot. It 
is figured against the central pot. 

Mr. Forp. But within the central pot there are restrictions in our 
contribution or percentage figured against the centralized pot, includ- 
ing restrictions? 

Mr. Witcox. That is correct. There are not many contributions in 
this category. Actually, the Secretary General has been encouraged 
to get contributions that are not hard currency, because, if a country 
gives a little bit, it is better to have that than nothing at all, Ifa 
man can give only a dollar to the Community Chest, it is better to 
get that than nothing. They have been encouraged to give what they 
can. For the most part, it is usable. The inconvertibility of the 
Russian contribution bas made it rather difficult to use these particular 
amounts. 

Mr. Passman. We cooperated with no restrictions? 

Mr. Witcox. That is correct. 

Mr. PassmMan. Russia is permitted to tie strings to its contribution. 
The money Russia contributes has to be used for Russian-built equip- 
ment or Russian technicians? 

Mr. Wiicox. Yes, and this does a lot of harm to the Russians, in 
terms of good will and cooperation that they can generate in the 
United Nations system. I would far rather, from our point of view, 
give ours willingly and openly for the purpose of the program without 
any strings. It does not do a bit of good to the Russians to put these 
strings on them. 
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Mr. Passman. I agree with you 100 percent. 

Mr. Wiicox. We have made some progress in getting a certain 
portion of the funds convertible. They cannot specify the projects 
for which this money will be used. They cannot say that this has 
to be used for material going into India, for example, or into Burma. 
They cannot specify that Russian technicians will go to one country 
rather than another. Technicians only go where they are invited, so 
the Russians do not have exlusive jurisidction over these funds, by 
ny means. 

fr. Passman. Almost, though? 
Mr. Witcox. No; I would not say that. 


PERCENTAGE LIMITATION IN FISCAL YEAR 1957 APPROPRIATION ACT 


Mr. Passman. With respect to the United States limitation, that 
is carried in the law of last year, and it is 33% percent. The other 
body, in the authorizing legislation, nullified the action of the Congress 
last year, but that action is still not law, and is a matter which must 
yet be considered by the House. 

Did you print these justifications prior to the action of the Senate? 

Mr. Murpny. Prior to the action of the Senate, Mr: Chairman, but 
based on the draft legislation which the executive branch proposed to 
submit. 

Mr. PassmMan. The justifications were printed prior to the time the 
Senate considered nullifying the action of the Congress of the last 
year? 

Mr. Murpnry. Yes, sir. 

Mr. Passman. Mr. Gary? 


COUNTRIES IN WHICH RUSSIAN TECHNICIANS ARE EMPLOYED 
Mr. Gary. How many Russian technicians are employed in this 


ae ? 

r. Wincox. As of January 1, there were two. I understand that, 
as of the present time, there are about 15. We have a firm figure as of 
March 31; 15 Soviet experts working on 3 different projects. 

Mr. Gary. Where? 

Mr. Wiicox. Most of them in India. One WHO expert in India 
on the maternal and child-health program; 13 experts in India at the 
Western Institute of Technology in Bombay, and 1 world meteor- 
ological expert in Afghanistan on a meteorological project. 

he checking I have done leads me to believe that, up to this point, 
the Soviet technicians have gone in quietly without any fuss, have 
done their job, and have gone back home, and have not abused the 
position which they have been in. I say that because I think it is 

Mr. Gary. I hope that is true, but I find it very difficult to believe 
that any Russian technician would go into a foreign country and not 
spread Russian propaganda. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 
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STATEMENT MADE DURING SENATE DEBATE RELATING TO LIMITATION ON 
UNITED STATES CONTRIBUTION TO U. N. TECHNICAL ASSISTANCE 
PROGRAM 


Mr. Passman. The distinguished Senator from California, Mr. 
Knowland, said, and I am reading from the Record of July 20, 1956: 

* * * | can only reiterate what I said earlier. I think we are prepared to go a 
substantial distance of the way. The Committee on Appropriations, after con- 
sideration of the matter, and for the reasons previously stated, cut ‘the amount 
to $10 million. I am proposing that it be increased to $15 million. I am pro- 

ing that there be no dislocation of the commitments which are presently 
Seine undertaken for the current calendar year, but we are also proposing that the 
other nations be served notice now so that there will be no further commitment 
made that we shall not exceed 33'% percent from 1957 on. There is ample time for 
the other nations to start picking up a fair share of the burden. 


Thank you, Mr. Gary. 


COUNTRIES OTHER THAN RUSSIA STIPULATING CONDITIONS ON THEIR 
CONTRIBUTION 


Mr. ALEXANDER. Mr. Secretary, how many countries other than 
Russia stipulate conditions to their pledge? 

Mr. Witcox. This raises a question, Mr. Alexander, that I am not 
quite equipped to answer. I will be glad to get the answer for the 
record, if you wish. 

I would like to make clear that the Russians, themselves, do not 
impose any condition really, except the limitation relating to con- 
vertibility. There are a number of other countries where the cur- 
rency is not readily convertible and this creates certain problems for 
the program and the utilization of those funds. I think the problem, 
in connection with the Soviet contribution, is that—— 

Mr. ALExANDER. Do all Russian satellite countries have the same 
type of stipulations in their pledges that Russia does? 

Mr. Wiucox. It is my impression that certain ruble countries do. 
The Ukraine and Byelorussia. 

Mr. ALtexaNnbEeR. Would you check that and supply it for the 
record? 

Mr. Witcox. I will be glad to check it. 

(The material requested follows:) 

As of July 10, 1957, 82 countries had made pledges to the U. N. technical 
assistance program for 1957. Eighteen pledges are in dollars or are fully con- 
vertible. Eleven pledges are partially convertible. Fifty-three pledges are in 
national currencies which are not convertible. 

If a contribution is in nonconvertible currency, it must necessarily be spent 
in the donor country, to hire experts from that country, to provide training 
facilities in the country, or to purchase supp.ies and equipment. 

Mr. Gary. Would the gentleman yield? 

Mr. ALEXANDER. Yes. 

Mr. Gary. You said that the Russian limitation is not a limitation 
placed by Russia but a limitation that grows out of the fact that 
they contribute rubles; is that right? 

Mr. Witcox. That is my understanding of the situation. Rubles 
are not readily convertible, partly due to the fact that the internal 
exchange rate is different from the external exchange rate and so 
forth. It has been found that the only way that you can really use 
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these funds at all effectively is to employ a Russian expert or buy 
Russian equipment. 

Mr. Gary. That restriction is not placed on the funds by the 
Russians? It arises out of the fact that you can only use the rubles 
for that purpose? 

Mr. Witcox. Yes. 


REMOVAL OF SPECIAL CONDITIONS ATTACHED TO CONTRIBUTIONS 


Mr. ALEXANDER. Mr. Secretary, quoting from page 3 of your 
statement in regard to this same idea: 

These conditions were removed and the first Soviet contribution was accepted 
in March 1954. 

Are all of those conditions removed today or do we still have some? 

Mr. Witcox. The conditions to which I refer in my statement 
related to a stipulation which they first made when they contributed 
to the program that none of the money should be used through the 
specialized agencies. It would be used only by the U. N. in the 
technical assistance program and not through the WHO, the ILO, 
and the other specialized agencies. 

Mr. ALexanper. As a practical matter, their conditions amount 
to the effect that their contribution can only be spent in Russia and 
that their technicians or other people would go out from Russia to 
these countries? 

Mr. Wriicox. Yes, sir; but the first stipulation that I spoke of has 
been removed. They have no objection now to having the World 
Health Organization of the other specialized agencies spend some of 
this money if they can do so. 

Mr. ALexaNnpER. That is all. 


PAY OF TECHNICIANS 


Mr. Rooney. With regard to the 15 technicians you mentioned a 
while ago; are they paid in rubles? 

Mr. Witcox. Yes, sir, normally, Mr. Rooney, technicians sent 
out under the program are paid in the currency of the country from 
which they come. For example, if Americans go, they would be 
paid in dollars; French technicians are: paid in French francs and 
Russians are paid in rubles. 

Mr. Roonry. That is all. 


SUCCESS OF UNTA PROGRAM 


Mr. WieeiuswortH. Mr. Secretary, do you feel that you are 
getting substantial and satisfactory results out of this program in the 
various countries in which it is operating? 

Mr. Witcox. Yes, sir; I sincerely say, Mr. Wigglesworth, that the 
technical assistance program is giving very good results. In the 
technical areas particularly, in agric sulture, forestry and fisheries; and 
in health, particularly the eradication of serious diseases, in these 
areas particularly it is getting good results. 

That is also true of the UNESCO program of basic education. In 
some countries really important strides are being made in teaching 
large numbers of people to read and write. This they have to do 
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before they can learn to eliminate diseases. They have to learn 
what diseases and germs are about and the proper procedures to deal 
with them. They have to learn to read and write before progress 
can be made in many of these fields. I am really encouraged in a 
number of ways by these concrete steps toward progress that have 
been made in these relatively modest technical assistance programs, 

Mr. Passman. Mr. Wigglesworth? 

Mr. WicGLuswortu. You are getting those results, as I understand 
it, with an average of about 20 technicians per country, is that correct? 

Mr. Wicox. For the total, but some of the receiving countries—— 

Mr. Wice._usworrn. I understood you to say you had 1,500 ex- 
perts in 74 countries? 

Mr. Witcox. Yes, sir. 

Mr. WiaGLeswortH. That is an average of about 20 per country. 

Mr. Wiicox. Yes, sir, although the number varies considerably 
from country to country. 

Mr. WiecieswortnH. That is all, Mr. Chairman. 


NUMBER OF PROJECTS VISITED BY ASSISTANT SECRETARY OF STATE 
FOR INTERNATIONAL ORGANIZATIONS AFFAIRS 


Mr. Rooney. Mr. Secretary, how many technical assistance projects 
have you inspected, and where? 

Mr. Wiicox. Have I inspected? 

Mr. Rooney. Yes. 

Mr. Wiucox. Well, sir, I have been in almost all the countries in 
the Far East and have looked at projects there; and I have been in 
some of the countries in the Middle East, I would say probably—I 


confess I have not done as much of this as I should have—but I 
should guess I have been in about 15 countries. 

Mr. Rooney. Tell us about some of these projects you have 
inspected. 

Mr. Wiucox, Well, sir, it has been some 4 years ago. Normally 
I conferred with the United Nations officials and with our own officials, 
and then we would go visit some of the projects. One of the most 
impressive was a project in India in connection with community 
development. 

Mr. Wiaa.iesworts. In connection with what? 

Mr. Rooney. Community development, 

Mr. Wiucox. Yes, in India, where steps are being taken to develop 
community projects in terms of improving the fertility of the out 
irrigation, and so forth, in India under its 5-year program. This is 
one of the most impressive things I have seen anywhere and one that 
gives concrete evidence of real progress. 

Mr. Passman. That was 4 years ago? 

Mr. Witcox. Yes. I have not visited any hospitals where a good 
deal of this World Health Organization work has been going on. I 
have attended meetings of the World Health Organization and have 
heard health officers of these countries testify very concretely of tie 
progress being made in their country in relation to malaria and other 
diseases. 

Mr. Wicc.ieswortu. Is that under your program or our bilateral 
program? 

Mr. Witcox. Both. Mr. Rooney mentioned the fact, I think, a 
while ago that under existing legislation we are contributing to the 
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World Health Organization in its malaria eradication program, to get 
malaria eradicated as soon as possible. 

Mr. Rooney. In this book you have included $5 million for that, 
do you not? 

Mr. Autexanper. While we are waiting, would you name 5 or 6 of 
the most important projects? 

Mr. Rooney. Just to keep the record straight, at page 109 of this 
book there is an item of $5 million for the malaria eradication pro- 
gram, the World Health Organization. Is that correct? 

Mr. Wricox. That is correct. 

Mr. Rooney. Mr. Alexander. 

Mr. ALEXANDER. Would you name about 6 or 7 of the most im- 
portant projects under this international organization? 

Mr. Witcox. Yes. 

Mr. PassmMan. The projects he has personally observed? 

Mr. ALEXANDER. The most important. 

Mr. Passman. Are not there more than 2,000 projects in the over- 
all program? 

Mr. Wixcox. About 1,300. 

Mr. ALEXANDER. Well, the most important ones you have observed. 

Mr. PassMan. And include the year of each visit described. 

Mr. Wiaeiesworrtu. Is that 1,300 projects under the multilateral 
United Nations program? 

Mr. Wiucox. Yes. I have here—and I hasten to say I have not 
seen the large proportion of these—but I have here a very brief de- 
scription of what I consider to be the 25 or 30 most interesting and 
important projects that fall into each of these categories; health, 
education, labor, and so on. 

Mr. Roonry. How many of those have you visited? 

Mr. Witcox. As I have said, I have visited but very few of these. 

Mr. Roonry. How many? 

Mr. Witcox. Well, I did not compile this list and I do not know. 
In Pakistan, I had occasion to observe in a very general way projects 
in the field of irrigation. 

Mr. Passman. What year was that? 

Mr. Witcox. In 1953. Most of these projects described in this 
document I did not see personally. These were compiled by the staff 
for purposes of illustrating the important types of programs. 

Mr. ALEXANDER. In almost every type of program we are duplicat- 
ing the program in our economic aid in some way, are we not? 

Mr. Passman. Will the gentleman yield? 

Mr. ALEXANDER. Yes. 
POSSIBILITY OF DUPLICATION WITH UNITED STATES TECHNICAL 
ASSISTANCE PROGRAMS 








Mr. Passman. Under the United States technical assistance pro- 
gram we have some 2,000 projects, and these projects are being carried 
on in the same countries as the United Nations technical assistance 
program? 

Mr. Wiicox. Yes, but we make every effort to see that those we 
select are not being carried on by the United Nations. 
Mr. ALEXANDER. But they are the same type of programs? 
Mr. Witcox. Yes, irrigation, forestry, and so forth. 
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Mr. PassmMAN. Would that also apply to the technical assistance 
program in Latin America? 

Mr. Murpay. Yes. 

Mr. PassMAN. Operating there are the Latin American technical 
assistance program, the United Nations technical assistanc e program, 
and the United States technical assistance program? 

Mr. Murpuy. Yes. 

Mr. PassMmAn. Thank you, Mr. Secretary. 

Mr. Witcox. Before I go, we have prepared at the suggestion of this 
committee over the past fe w years a book on technic al assistance 
which shows the different kinds of things you have expressed an 
interest in, and I would like to leave it. 

Mr. PassMAN. We shall be pleased to receive this book, as well as 
the others we have received. We are glad to have these books but 
wish we could have received them earler in the year. 


INTERREGIONAL EXPENSES 
WITNESSES 


ROBERT L. OSHINS, ACTING EXECUTIVE OFFICER, OFFICE OF THE 
DEPUTY DIRECTOR FOR TECHNICAL SERVICES, ICA 

CLAYTON W. McALLISTER, ADMINISTRATIVE BUDGET BRANCH 
CHIEF, BUDGET DIVISION, OFFICE OF THE CONTROLLER, ICA 


Mr. Passman. We have with us Mr. Robert L. Oshins, acting 
executive officer, Office of the Deputy Director for Technical Services, 
International Cooperation Administration. Mr. Oshins is to discuss 
the information relative to interregional expenses. 

Do you have a general statement, Mr. Oshins? 


GENERAL STATEMENT 


Mr. Osuins. I do, and I believe it has been submitted to the 
members of the committee. 


Mr. PassMan. Would you like to read the statement into the record? 
Off the record. 
(Discussion off the record.) 


Mr. PassMan. Without objection, the statement will be inserted 
in the record at this point. 
(The statement referred to is as follows:) 


STATEMENT ON INTERREGIONAL EXPENSES 
GENERAL 


ICA-supported technical cooperation projects are, of course, carried out in 
behalf of particular cooperating countries which have specifically requested the 
advice and assistance involved. The basic costs of such projects are included in 
the various specific country and regional programs which have already been 
presented. However, there are three types of technical cooperation costs which 
it is not practicable to charge back to individual country and regional programs 
and projects without getting into expensive cost accounting and general paper- 
work. These are therefore charged against a central ‘‘interregional expenses’’ 
account which in turn is made up out of the various applicable ICA appropriations. 

The proposed expenses for fiscal year 1958 under this heading total $15,130,000. 
This will provide $3,630,000 for interregional projects and $11,500,000 for inter- 
regional program expenses. No separate appropriation is requested to cover ex- 
penses incurred under this heading in view of the fact that funds for this purpose 
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are provided for under other mutual security program requests. Under the provi- 
sions of section 522 (f) this special account is maintained for accounting and con- 
trol purposes and costs incurred for program activities which relate to 2 or more 
geographical regions and which apply to more than | appropriation are initially 
charged to this account. As of the end of each fiscal year such expenses are finally 
charged to applicable appropriations. 

The general types of expenditures which are covered out of this interregional 
fund are: 

(1) Costs of personnel and other services provided by ICA, the Department of 
State and other United States Government departments which are required for 
the successful implementation of the technical cooperation program. These are 
designated as ‘Interregional Program Expenses’’ and are further explained below, 

(2) Certain contractual services performed by universities and other public 
and private organizations which are also required directly to support specific 
country technical cooperation projects; and 

(3) Certain special projects and activities which themselves provide desired 
technical assistance to cooperating countries but where the units of service pro- 
vided to each country are small or unpredictable and which therefore would 
involve elaborate paperwork if they were to be set up as individual projects for 
-ach country. 

INTERREGIONAL PROJECTS 


The latter two categories are lumped in the ICA presentation book under the 
heading “Interregional Projects.” 

These include such activities as contracts with land-grant colleges to cover 
their costs in providing advice and assistance to ICA-sponsored foreign par- 
ticipants who spend one or a few days on their campus; or for special interregional 
training programs. 

This category further includes contract costs for providing foreign participants 
who come to the United States for training such supporting services as rece ‘ption 
services, special orientation programs, special English language refresher training, 
interpreter services, etc. 

The newly arrived foreigner, rather than being immediately plunged into his 
technical training, is given a period of orientation at the Washington International 
Center which is operated through a contractual arrangement with the American 
Council on Education. Here, the program is designed to acquaint a foreigner 
with the main features of the American social, economic, and political system. 

For those participants who need improvement in their English language ability 
in order to get the most out of their United States experience, additional language 
training is given under a contract with American University. 

Where a team is visiting the United States for a short-term project and their 
English is deficient, interpreters are supplied to accompany the team. 

Finally, [CA has arranged contracts with a number of United States professional 
societies under which the societies follow up on former ICA participants after 
they have returned to their homes to keep them in touch with late technical 
information and maintain their ties with the United States. 

Among the “‘special projects’ included are contracts to prepare and provide 
various special technical publications and information to cooperating countries, 

Many of the less-developed countries do not have available for their technicians 
the technical literature and other technical publications that are essential working 
tools. There is frequently little awareness of recent technical developments which 
would be of invaluable assistance in improving the technical quality of their work, 
Through the interregional fund our technical offices supply and ship limited 
quantities of essential technical publications. These materials are also very 
useful for inservice training of participating country technicians who have not 
had the benefit of United States training. By making technical materials avail- 
able for training purposes, the quality of the participating government’s technical 
operations can be greatly improved. 

Again, this fund will support the costs of continuing a contract with the Tudor 
Engineering Co. to assist less-developed countries by assuring that adequate 
engineering and engineering-economic review has been provided for their economic 
development projects. 

While individual projects have and will continue to be terminated when they 
have served their purpose, there will be a need for activities of this kind as long 
as TCA has responsibility for technical assistance activities. 
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INTERREGIONAL PROGRAM EXPENSES 


As has been indicated, this category of expense includes expenses of personnel 

in ICA and participating agencies backstopping the furnishing of technical assist- 
ance to other governments and their nationals. It includes technical backstop- 
ping for field operations, including the development of technical material for 
use abroad, technical assistance to field personnel or in respect to field proposals, 
and related subprofessional, stenographic and typing services. 
. It includes ICA and participating agency costs related to the planning, schedul- 
ing and training of foreign participants including review of applications, place- 
ment,, training and supervision of trainees, making travel arrangements and 
evaluation of the results of training activities. 

Also included are costs related to the provision of housekeeping and supporting 
services to United States technicians and contract employees overseas by Em- 
bassy staffs, thus eliminating to the maximum extent possible the necessity to 
establish separate facilities by ICA where such facilities already exist. 

This category of expenses also provides in fiscal year 1958 for (1) contributions 
to the civil-service retirement fund heretofore financed from a governmentwide 
appropriation; and (2) provision for the financing on a worldwide basis the cost 
of an improved personnel program including expanded provision for employee 
training, the introduction of a small corps of junior technicians and provision 
for full staffing of key field technical positions. 

The increase of $1,665,000 contemplated in fiscal year 1958 will provide ap- 
proximately (1) $420,000 for contribution to the civil-service retirement fund; 
(2) $1 million for the new personnel program; (3) $81,500 for increased costs of 
training for the, Departments of Commerce and Labor, and (4) $163,500 for addi- 
tional State support costs. 


Mr. Passman. Do you wish to discuss the statement briefly? 

Mr. Osuins. Not elaborate on the statement, but I must say I am 
admiring of the diligence of this committee. 

Mr. Passman. We are pleased to have you before our committee, 
sir. 

Mr. Osuins. This part of the program is unlike many other parts 


in that it is not a request for a separate appropriation. It is a way of 
using # part-of the appropriation that is already provided for under 
the regular country and regional programs. This part of it is put 
together for bookkeeping convenience into what we call the inter- 
regional fund. Rather than going through the bookkeeping diffi- 
culties of charging back to each project a few man-hours of inter- 
preter services, for example, we lump all interpreter services under 
one fund. 
INTERREGIONAL PROJECTS EXPENSE 


As the statement says, there are two breakdowns under this fund. 
The totalis $15,130,000; $3,630,000 is under the heading ‘‘Interregional 
projects” in the sense they are unidentifiable contract or other projects 
in themselves that service the regular projects. 


INTERREGIONAL PROGRAM EXPENSES 


The other $11,500,000 is called interregional program expenses. 

Without taking any more time on the statement, I will say I will 
be glad to answer any questions. 

Mr. Wicetesworth. Off the record. 

(Discussion off the record.) 

Mr. Passman. What is the amount being requested for fiscal 1958? 

Mr. Osurns. We are requesting no additional appropriation for 
this, sir. This is an earmarking of $15,130,000 of the funds already 
requested under the various titles. 
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Mr. PassmMan. This is entirely administrative? 
Mr. Osuins. Yes, for administrative convenience. 
Mr. Passman. Compared to $13,355,000 for last year? 
Mr. Osutns. Yes. 
PERSONAL SERVICES 


Mr. Passman. How many people are employed under this activity? 

Mr. McAuuisrer. We estimate employment of 399 during fiscal 
year 1957. 

Mr. Passman. How many do you estimate for fiscal 1958? 

Mr. McA.uister. We estimate we will have 559 in 1958. An 
increase of 160 positions. 


BASIS FOR INCREASED ESTIMATE FOR PERSONAL SERVICES 


Mr. Passman. Why are the additional positions needed? 

Mr. McA.uuster. Of the 160 positions, 18 of them are for minor 
increases and adjust’nents in our current staff handling this program. 
The big increase is 142 positions which are required to improve our 
personnel operations. One of the programs thereunder is the em- 
ployment of personnel for our full staffing complenent to assure 
that overseas we will be able to have key positions filled at all times. 

At this time and throughout the history of ICA we have experienced 
considerable difficulty in finding qualified Americans to fill these 
essential positions. We therefore have a considerable number of 
vacancies at all times. It is anticipated that this condition will be 
corrected through this improved personnel operation. 

Mr. Passman. What types of work do these people do? 

Mr. McAuuister. These are people who are engaged in the fields 


of agriculture, public health, education, and so forth. 

Mr. PassMANn. They are included in the entire program, other than 
the military? 

Mr. Murpuy. Yes, sir; they are backstopping personnel. 

Mr. OsHIns. Primarily, for the technical cooperation program. 


LOCATION OF PERSONNEL 


Mr. Passman. Where are these people located? 

Mr. McA uisrer. All the people we are referring to in this estimate 
are located in Washington. 

Mr. Passman. All 399 are located here in Washington? 

Mr. McA.uisTeEr. Yes, sir. 

Mr. Osutns. These are by definition the funds that are not charge- 
able to any individual country’s program. They are people that 
furnish backstopping service in Washington. 

Mr. Passman. They do the backstopping here in Washington and 
not in the field? 

Mr. Osutns. That is correct. 

Mr. Passman. Are all of these people under Mr. Hollister’s 
department? 

Mr. Murpny. Yes, they are, and they are engaged in the actual 
implementation of the program. For instance, we may have an 
agronomist in Washington who backstops for several countries. 
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Mr. PassMan. There must be a large backstop. In 1956 you 
received $11,329,000; in 1957, $13,355,000; and $15,130,000 is being 
requested for fiscal 1958. 

Mr. Mourpuy. The emphasis is now on projects. The more 
projects you get into the more support you need from the home base 
to the field. 

Mr. Passman. The bigger the program becomes over there, the 
more personnel needed here? 

Mr. Murpnry. Yes, sir. If you increase the project program it 
takes more people. 

Mr. PassMAN. The program is growing as it goes along? 

Mr. Murpny. Yes. 

Mr. Osuins. One of the main occupations of the people involved in 
this in Washington is to act as project managers in arranging training 
for groups of foreign technicians that come to the United States for 
training. 


DEFINITION AND DUTIES OF A PROJECT MANAGER 


Mr. PassMan. Let us have a definition of a project manager. Who 
is & project manager? What are his qualifications and background? 
How do you select a man to be a project manager in Washington? 

Mr. Osuins. There are three ways we get them, and it depends on 
the nature of the particular training project involved. In the field 
of agriculture the project managers are all supplied through the 
Department of Agriculture, and this fund provides the money that 
we transfer to the Department of Agriculture. 

In some fields these project managers are employed directly by 
ICA. This is particularly the case in the fields of industry and publie 
administration, which are two fields where no other Government 
department has the kind of personnel involved. 

The third source is by contract with a university or a private engi- 
neering firm, for example. 

Mr. Passman. They may be from some other Government agency 
or from wherever available? 

Mr. Osutns. Yes. If they are supplied by another Government 
department they remain on the payroll of the other agency. We 
reimburse the agency out of this fund. 


NUMBER OF TRAINEES 


Mr. Passman. How many people received training during the past 
2 years under this program? 

Mr. Osuins. In fiscal 1956 we had an actual training load in the 
United States of 7,201 people. 

Mr. PassmMan. Training in the United States? 

Mr. Osuins. Right. 

Mr. PassmMan. Are you sure 7,201 is the correct figure? 

Mr. Osnins. Yes, sir. This was made up of 4,816 new arrivals and 
2,385 carried over. 

Mr. PassMAn. What do you mean by new arrivals? 

Mr. Osuins. People who arrived during the fiscal year, and 2,385 
were here at the beginning of the fiscal year. In fiscal 1957 the number 
was 8,160. 
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Mr. Passman. How many are proposed for fiscal 1958? 

Mr. Osuins. 8,592. This is in the United States. 

Mr. Passman. I notice here an item of $163,500 for additional 
State support costs. 

Mr. McAuustrer. The $163,500 for State support costs is to cover 
the 6% percent contribution of employee salaries to the retirement 
fund. 

Mr. Passman. How many of the total number in this program are 
Americans? You propose 8,592 for fiscal 1958? 

Mr. Osuins. You mean being trained? 

Mr. PassMan. Yes, 

Mr. Osuins. None are Americans. This is the technical coopera- 
tion program for the training of foreign technicians. 

Mr. Passman. Of the 8,592 to be in training, how many different 
countries will be represented? 

Mr. Osuins. They would be from all the countries in which the 
technical cooperation program is operating. 

Mr. Passman. There will be participants from all the countries? 

Mr. Osuins. Yes. 

Mr. Passman. Will there be any from Russia? 

Mr. Osurns. No. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Wigglesworth? 

Mr. WieG.Lesworrn. I notice that this request calls for $3,630,000 
for interregional projects, and $11,500,000 for interregional program 
expenses. 

Interregional projects reflect an increase of about $100,000; and 


interregional program expenses reflect an increase of about $1,665,000. 


BREAKDOWN OF REQUESTED INCREASE 


In the last paragraph of the opening statement the increase of 
$1,665,000 is broken down into 4 items. 

The first is $420,000 for contribution to the civil service retirement 
fund. That, of course, is a new item and must be provided or 
absorbed. 

The second item is $1 million for the new personnel program. Is 
that what you have been telling us about, the 160 additional positions? 

Mr. McAuutster. Yes, sir. 

Mr. WiaGieswortnH. The third item is $81,500 for increased costs 
of training for the Departments of Commerce and Labor. What is 
that? 

Mr. Osuins. This is a reflection of the increased number of foreign 
participants here for training, and this is the way we reimburse the 
departments for their cost m providing these project managers. 

Mr. Wiaaieswortrn. The fourth item is $163,500 for additional 
State support costs. What is that? 

Mr. McAttrsrer. As I explained a few moments ago to the 
Chairman, that is the increase in the State Department due to the 
contribution to the retirement fund. 

Mr. Wia@LteswortH. You mean that item should read additional 
State Department support costs? 

Mr. Mc ALLISTE r. Yes, sir. 
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PERSONAL SERVICES 


Mr. WiaGLeswortu. Coming back to this $1 million for a new 
personnel program, as I understand you have about 2,000 projects at 
this time, worldwide. Is that right? 

Mr. OsHINs. That is the round number, sir. 

Mr. WiaceGLEswortH. And how many personnel do you have over- 
seas? 

Mr. Murpny. I have a report as of May 31. The total personnel 
overseas—this is American personnel—is 5,344. 

Mr. WigGLEswortH. When you talk of bac kstopping and say you 
need 600 positions in this par ticular setup we are considering now, is 
that the entire backstopping job as far as ICA is concerned, or. are 
there others in the departmental service who are doing backstopping 
work? 

Mr. Osuins. I think, sir, it might make it clear if 1 mentioned 
that these people are the ones that are direc tly involved in the im- 
plementation of the assistance requested by the other countries. If it 
were not such complicated bookkeeping, these particular people could 
be charged back to each individual country’s substantive aid program. 
These people are serving the country receiving aid, and their services 
are a part of the aid the country receives. 

Mr. Wiceteswortu. The word “backstop” was used, and I as- 
sumed it was used in the sense that it usually is, namely personnel in 
Washington to prepare materials and so on for those overseas. 

Mr. Murpny. No. In addition to ICA personnel in the other 
agencies of the Government—Agriculture, Commerce, FCC, HEW, 
Housing and Home Finance, Interior, Labor, TVA, Farm Credit Ad- 
ministration—it is contemplated in 1958 there will be another 471.1 
man-years of effort put into the backstopping field personnel and 
providing assistance to participants. 

Mr. WiacuieswortH. Over and above the 600? 

Mr. Murpny. Over and above the ICA complement of 559. 

Mr. WieeieswortH. That would give you about 1,000 people? 


Mr. Murpnry. Yes. 
NEED FOR ADDITIONAL POSITIONS 


Mr. WiGcGLeswortn. I do not think the record is clear as to why 
you think you need 160 additional positions except that you have 


‘ expressed the hope that you can fill existing vacancies which you have 


not been able to fill heretofore. 

Mr. McAuutster. [I only furnished part of my statement with 
regard to that. We did cover the filling of the vacant positions. 
However, it is also proposed here to recruit young professional people 
to enter into overseas technical operations. That is a field in which 
we have been lacking—bringing in younger people who are interested 
in foreign affairs and would like to enter into overseas service. They 
are the | type of person you cannot bring in on a senior job to handle 
things on a mature basis. They have to get training. In this increase 
of 160 it is proposed that there would be 20 of this type. 

Mr. Wiaeiesworrtn. I wish that you would furnish for the record 
a breakdown of this additional personnel that vou are asking for, 160 
in number, and show by description or classification and by salary 
just what is included in the request. 
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Mr. Murpuy. May I correct an error? I gave you a wrong figure 
a minute ago reading from this chart. You asked for Americans only 
on the overseas. My figure included locals. Americans only on 
program work overseas would be 2,800. 

Mr. Wiaeteswortu. And you are going to have about 1,000 to 
backstop them? 

Mr. Murpuy. Yes. They are United States Government em- 
ployees. That does not include another 1,600 of the contract people 
employed by contractors that are working overseas. 

Mr. Osuins. I think there may be some misunderstanding here. 
Most of these people whom we have used the word “backstopping” 
for are themselves performing program services. The project man- 
ager who takes a group of Brazilians around to train them in agri- 
culture is not 

Mr. Wiceteswortn. In the table that I suggested you can indicate 
what their functions are, what their title and grade are, and wat their 
contemplated salary is, so that we can get a picture of what you are 
asking for. 

(The information requested is as follows:) 


Interregional program expenses, staff increases and decreases proposed, fiscal year 
1958 





Increase Decrease 


Grade Posi- Salary Grade Posi- eee 
rate | | tions | rate 


Office of the Deputy Director for Technical 
Services: 

Training development staff: 

Chief, Orientation and Community | GS-13__. | $8, 990 |. 
Relations Branch | 

Orientation publications officer GS-12... FIO iii 
Senior statistical clerk | GS-9.._-| 5, 440 
Secretary-administrative aid_ GS-6... 4, 080 
Secretary | GS-5.._-| 3, 670 |_- 
Statistical clerk. ...........-.-- inn: ae 7 7, 340 | 


a ar aoa ae) | 87,090 | 


Office of Contract Relations: 
Projects negotiator .-| GS-13_-.| 8, 990 
Commercial contracts negotiator_. i §-12.__| 7, 570 
tia. ‘ S-11...| 6, 390 
Nonprofits contract t negotiator alee S-11.. | 6, 390 | 
Clerk-typist - - hd ddan ddan titi. Gnesi.) 5 | 15, 75 | 


Office of Food and Agriculture: 
Evaluation and orientation officer -- 
Training assistant 
Clerk-stenographer . 


Total 


Office of Industrial Resources: 7) 
PP ONIEEEEEE, £3 £2. Suns aness edberudacspeasé-cndds 


ro 
...-| GS-18 
Ue ess od chins beeds4s]sssssr weap |---<-+++-- I $543 seme GS-13... 


Project analyst. : add btiadde who ouulaobtaciey .| GS-11... 
Administrative aids...........-__.-- rocked ck a dddehbcd TERT e ws mee -| G8-5....] 


Office of Labor Affairs: 
Chief, Specialists and Labor Impact 
Branch. 
Project assistant 
Secretary - . 


Total. - 












lS18S RF Lei ssss Vili: 





Interregional program expenses, 


















































Services—Continued 
Office of Public Services: 
Malariologist _ __- 
Assistant Chief, Training Branch. 
Entomologist 4 
Project manager. --- 
Public administration training Offi- 
cer. 
Administrative assistant 
Secretary - ; 


































Total. 






Police adviser -__- 
Police technician --__- 
Police technician --__._- 
Program officer. . 














Total 


Office of the Deputy Director for Manage- 
ment: 
Office of public Reports: Clerk-steno 
Office of Personnel: 

Field complement program: Tech- 
nicians in field of agriculture, edu- 
cation, health, etc. 

Training program, junior: Junior 
technicians in fields of agriculture, 
education, health, etc. 

Training program refresher: 

Technicians in field of agricul- 
ture. 




















health. 
Total 














Total 















Net increase in  preabeinides —160, at $1,266,300. 






are stationed overseas. 















assigned. 






Office of the Deputy Director for Technical | 





| 
| 


Technicians in field of education 
Technicians in field of public | 


Grade 


GS-14. 


GS-13___| 


GS-13. - 
GS-11. 
GS-9_. 


Gs-+t.. 
FSS-4 


FSS-9. - 


FSS-4 


FSS-4... 
FSS-4._. 
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Increase 


Posi- 
tions 





107 | 


Salary | Grade 
rate | 


= 


3, 415 | 


| 
124, 050 


101, 500 
410, 400 | 


209, 760 
355, 680 


975, 840 


174 


$1, 376, 990 | 


staff increases and decreases proposed, fiscal year 
1958—Continued 


Decrease 


Mr. McA utster. The last group of employees is 107 positions 
which actually are people who are currently employed by ICA who 
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Mr. Wiaa.eswortsH. I thought these were all for Washington. 
Mr. McA.utsrer. These are Washington; yes. 
are working abroad assigned to specific projects. 
served from 2 to 4 years duty overseas and come back for home leave 
it is planned to give them refresher training in the States before they 
are assigned back to a new post. 

Mr. WiaaiteswortH. As | understand it, 
million for an increase in personnel in the number of 160. 
on the payroll now, you will not need an additional $1 million. 

Mr. McAuuisrer. At this time they are assigned to various coun- 
tries charged to specific projects. 


At this time, they 
After they have 


you are asking for $1 


If they are 


For convenience of management 


and control when they return to the States and are given the refresher 
training they will not at that time be chargeable to specific projects, 
and it is planned to finance them through this fund until they are re- 
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Mr. Wiae.eswortn. Let me ask you another question. Are you 
saying to the committee there is no increase in the country or regional 
programs as compared with the fiscal year 1957 as a result of the ap- 
parent increase here in these interregional expenses? 

Mr. Murpuy. No, sir. I am sure he did not mean to make that 
statement. The overall technical cooperation request is $152 million 
for bilateral programs for 1958, which compares with $135 million 
which was available in the fiscal year 1957. 

Mr. Wiacieswortn. And if this request here of $15,130,000 was 
$13,355,000 as it was for the current fiscal year, the overall total would 
be $2 million less; is that not so? 

Mr. Murpny. That is correct. 

Mr. Passman. Why should not this activity be financed from the 
administrative funds? 

Mr. Osuins. We maintain a very strict control over the charging 
of any item to this kind of fund. 


ITEMS CHARGEABLE TO INTERREGIONAL EXPENSES FUND 


The ground rules, which are quite elaborate gs written out in manual 
orders, are essentially that the services charged to this fund must be 
services for which the other country would receive the benefit, directly 
or indirectly, not the United States Government as such. So that 
when a project manager, for instance, takes a team around for one 
of these training programs, the services of this project manager are a 
service to the other country rather than a service to the | Inited States 
Government. Other items that are included in the interregional 
project are the development of publications, various technical publica- 
tions that are required as a part of the technical cooperation program. 
These are as much a part of the substantive program that we are 
giving to the other countries and the aid we are furnishing them as 
the services of a technician we send over to them, or some microscopes 
we send over. Their services are directly to the other country in the 
bulk of the cases. They are clearly not administrative services to the 
United States Government. 

Mr. Passman. Mr. Alexander? 


QUALIFICATIONS OF TRAINEES 


Mr. ALExaNDER. What are the requirements for a foreign national, 
or a participant that comes to this country under the technical coop- 
eration program for training? 

Mr. Osuins. Our training program is geared to advancing the abil- 
ity of senior technicians in the various technical services of the other 
countries to do their jobs better. Therefore, we require, first, that a 
man be the occupant of some position which is of significance ‘then in 
the development of the country. He must, for example, be a bureau 
chief in the Bureau of Public Roads in the Phili ippine Islands, or a 
technician in the Ministry of Agriculture, or a chief engineer in @ 
fertilizer factory, or some position that is of signific ance to the economic 
development? 

Mr. ALEXANDER. How is he selected? 

Mr. Osuins. He is nominated by the appropriate officials of his 
government to our missions. He is reviewed in terms of his profes- 
sional standing and technical qualifications first by the ICA mission 
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in the country and then by the Washington backstopping group which 
includes both ICA people and people in the appropriate other de- 
partments of the United States Government. 

Mr. ALEXANDER. How long does he usually stay in this country? 

Mr. Osuins. The duration of his stay, sir, varies from as short as 
4 weeks for some very high official who cannot be away very long to 
as much as a year for someone who needs to get some pretty advaneed 
training in mineral geology or something of that sort. 

Mr. ALExanpER. Does he pay any of his expenses? 

Mr. Osurins. It works under the general cost-sharing arrangements 
of ICA which require that the other government contribute as much 
as possible in the light of the overall cost of the program. For most 
countries the arrangement provides that the other government will pay 
the man’s full salary while he is in training. They will pay his trans- 
portation to and from the United States, and we pick him up at the 
port of entry here, pay the actual costs of his training in terms of 
tuition, or whatever else may be involved, plus a living per diem while 
he is in the United States, plus his internal travel in the United States. 

Mr. ALEXANDER. What is your average per diem? 

Mr. Osuins. The limit on per diem, sir, is established at a maximum 
of $12 per day, except in very rare cases, and goes down depending 
on wihiettier a man is in a travel status or not. If he is in a travel 
status, he will normally get the $12. If he is in one location for a 
few weeks we go down to $8, and where there are special low-cost 
facilities —— 

Mr. Atexanper. Are most of these participants in colleges or 
universities? 

Mr. Osutns. No, sir. A substantial proportion of them are, but 
since they are generally senior people, many of them are on a kind of 
inservice training or observation schedule. 

Mr. ALEXANDER. You do not mean to say that you pay a per diem 
of $12 a day to a man who stays at a university? 

Mr. Osurns. No, sir. A man at a university would be at our lowest 
level. 

Mr. ALexanper. What is your lowest level? 

Mr. Osnins. I believe it is $7 a day. It could be $8, but I believe 
it is*$7. 

Mr. ALEXANDER. Is not that much higher than the actual cost 
per year for students at those universities? 

Mr. Osnrns. No, sir. These rates are geared as near as we can 
come to the actual room rent, plus food, plus minimum essentials of 
laundry, and so forth. Some of them are squeezed pretty tight on 
our per diem to get by. The per diems are set, under a particular 
provision of law, by the Secretary of State with the approval of the 
Director of the Budget. 

Mr. ALExANDER. That would run for a 9-month period, at $7 per 
day, $1,890, and in addition to that you pay all of his expenses, such 
as tuition and other fees, do you not? 

Mr. Osuins. That is right. 

Mr. ALEXANDER. That is all. 

Mr. Passman. Thank you. We are pleased that you could be 
with us. We apologize for keeping you so long, but we get this request 
so late, we go late into the evenings with the hearings at times in 
order to obtain some type of a record. 

Mr. Osuins. Thank you. 
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WEDNESDAY, JuLy 10, 1957. 
NATO Crvittan HEADQUARTERS 


WITNESSES 


JOHN WESLEY JONES, DEPUTY ASSISTANT SECRETARY FOR 
EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. PassmMan. The committee will come to order. 

The first item we shall consider this morning is the NATO Civilian 
Headquarters justification. We have with us Mr. John W. Jones, 
sents Assistant Secretary for European Affairs, Department of 

tate. 

Mr. Secretary, do you have a statement to make to the committee? 

Mr.. Jonzs. I do. 

Mr. PassMAN. You may proceed. 


GENERAL STATEMENT 


Mr. Jones. As indicated by the Secretary of State in his testimony 
before this committee on June 18, the principal reason for the increase 
in the NATO building estimate is inflation in the French economy. 
Throughout 1955 and 1956 heavy Government expenditures, high 
levels of private investment, and extensive credit to business provoked 
serious inflationary tendencies in France. These were in turn aggra- 
vated by the French military effort in Algeria. Productive capacity 
is now being fully utilized and in most sectors the labor market has 
become strained. During 1956 the extent of inflation was controlled 
largely through the planned expansion of imports. This source of 
relief cannot be continued much longer, gold and hard currency re- 
serves dropped from about $2 billion to about $1.2 billion during 
1956. The impact of inflation in France has been especially marked 
in the construction industry. There was a 30-percent increase in 
house building in 1955 compared with 1954 and another 20 percent 
increase in 1956. The production of cement was up 34 percent and 
of bricks and roofing tiles up 25 percent in 1956 over 1954. Building 
costs rose 15 percent in 1956. Wages and prices are continuing to 
rise at the present time. 

The NATO building estimate of $6,200,000 which formed the basis 
for the United States appropriation estimate in the 1956 mutual 
security program budget for this item was a preliminary architectural 
estimate computed at 1954 prices. At the present rate of increase of 
construction costs in France of 15 percent per year, price rises over 
the 4% years from 1954 to May 1959, when the building is expected to 
be completed, will require an increase of $4,390,000 above the original 
estimate. The remaining $3,124,000 of the increase to the present 
estimate of $13,714,000 is for doubling the depth of the basement 
because of site conditions, altering plans to provide space for the 
German delegation, using natural-stone facing, refining the original 
broad estimates on the basis of actual bids or more detailed specifica- 
tions, and providing for a contingency allowance on portions of the 
work for which contracts have not yet been let. 

The NATO building estimate of $13,714,000 on which the United 
States budget request of $2,700,000 is based, is the result of a thorough 
reexamination of all the detailed specifications and estimates just 
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completed by a well-qualified firm of consultant engineers. Approxi- 
mately three-fourths of this estimate, exclusive of provisions for future 
inflation and contingencies, is based on actual bids and negotiations 
with low bidders. 

When the first appropriation for the NATO building was sought in 
the fiscal year 1956 budget, it was assumed that no further funds would 
be needed. That request was made at a time of price stability in 
France and no provision was made for price increases. Unfortunately, 
there has since developed a marked rise in prices. The original 
request also made no provision for contingencies in the hope that 
international competitive bidding would result in offsetting savings. 
However, such savings have not materialized, apparently because 
construction activity in most of Western Europe is near capacity so 
that non-French firms have not been as interested in the NATO 
building as had been anticipated. 

The fact that the original estimate was low gives rise to the question 
whether the current estimate will be adequate. The current estimate 
has been made by a thoroughly epittaths professional firm. Unless 
significant delays are experienced in obtaining materials or labor or 
unless accelerated inflationary forces develop in the French economy, 
this figure should be sufficient for construction costs. 

The necessity for seeking a further appropriation for the NATO 
building is regretted, not only by the United States but also by other 
NATO member nations. However, construction is well underway 
and it has become obvious that additional funds will be necessary to 
complete the building. We think it very important, as do the other 
NATO nations, that the work proceed with dispatch, not only to 
keep costs from rising still further, but also to provide NATO with a 


permanent home and thereby symbolize the durability of the alliance. 
Mr. Passman. Thank you, Mr. Jones. 


APPROPRIATION REQUEST IN FISCAL YEAR 1958 DEPARTMENT OF STATE 
BUDGET 


What amount was requested in the budget this year for this item? 
Mr. Jones. When this was originally included in the State Depart- 
ment budget, we requested $1,500,000. 


INCREASE IN ORIGINAL ESTIMATE 


Mr. Passman. Within that brief period the request has been 
increased from $1,500,000 to $2,700,000? 

Mr. Jones. That is correct, sir. 

Mr. PassmMan. This would require some explanation. 

Mr. Jones. I would be very pleased to have an opportunity to 
make this explanation. 


TESTIMONY ON FISCAL YEAR 1956 BILL RELATING TO TOTAL COST OF 
BUILDING 


Mr. Passman. Let us get in the record this item, if we may first 
go back to the hearings on the fiscal year 1956 bill: 

Mr. Gary. How much will the headquarters cost? 

Mr. Coxiutns. The total cost is estimated at approximately $6,200,000, and 
our share on the NATO budget expense scale for capital expenditures is 45 
percent. Our total share is approximately $2,800,000. 
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EXPENDITURES 


How much has been expended on this project through June 30? 
Mr. Jones. This year? 

Mr. Passman. The total through June 30 of this year. 

Mr. Jones. I believe that we have expended, sir, $1,634,000. 


OBLIGATIONS 


Mr. PassmMan. What is the amount of the obligations? 
Mr. Jongs. $2,866,000. 


INCREASE IN APPROPRIATION ESTIMATE 


Mr. PassMANn. You are now asking for $2,700,000? 

Mr. Jongs. $2,700,000. 

Mr. Passman. If the Congress should allow the amount being re- 
quested, this would mean that the Congress had appropriated $5,566,- 
000. In 1955, only 2 years ago, it was stated that our total share 
would be $2,800,000. Two years ago we were told that our total 
contribution would be $2,800,000; considering the amount obligated 
and the present request, this would aggregate $5,566,000. And that 
would not be final either; would it? 

Mr. Jones. That, so far as we know, is the best estimate that we 
have at the moment. We believe that this will be adequate for 
construction costs. 

Mr. PassMAN. You gave us the same reply to our question 2 years 
ago, in 1955. Two years ago we were talking in terms of a total 
expenditure of $6,200,000, and since then it is estimated the cost will 
increase to $13,714,000. That was only 2 years ago when we were 
told that our total contribution would be $2,800,000, and now you 
are asking for $2,700,000, which would make our total contribution, 
$5,566,000. 

I do not think it would be possible for us to explain this situation 
to the satisfaction of the House, unless you present some information 
that you have not given us. 

Would you care to elaborate on the changing figures during this 
2-year period? 

Mr. Jonus. Yes; 1 would indeed. 

The original estimate of $6,200,000 was based upon the architect’s 
estimate and upon 1954 prices. The architect made his estimate on 
the basis of square footage and cubic volume rather than on the 
basis of detailed specifications. Consequently, the estimate of 
$6,200,000 was the basis which we used in coming before this com- 
mittee in 1955 for the 1956 appropriation. Our share, as I said, was 
$2,800,000. 

When we came before the State Department Subcommittee in 
January of this year, we had a revised estimate at that time. This 
revised estimate was $10,700,000. This was based upon information 
which we received just shortly before we came before the House sub- 
committee. It was a result of a new survey undertaken by the 
North Atlantic Council in Paris. 

Very frankly, as the bids began to come in during 1956, it became 
apparent that the original estimate was entirely too low, so the 
North Atlantic Council requested various of the delegations to make 
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a quick and rapid survey to see whether or not the original estimate 
was correct. This survey, which was done in a hurry by members of 
the delegations, came out to $10,700,000. We had that just before 
we appeared before the House subcommittee, and so we asked for an 
increase in our appropriation of $1,500,000. 

Mr. Passman. I believe you stated a moment ago you obtained 
this revised figure just before you came before the committee, yet 
the same figure was in the budget and the budget was closed in 
December; is not that correct? 

Mr: Jones. You are quite correct and I am mistaken. We got 
the figure just before we made our budget presentation and not 
before we came before the committee. You are quite correct. 






TESTIMONY PRESENTED TO STATE DEPARTMENT SUBCOMMITTEE ON 
FEBRUARY 18, 1957 


Mr. PassmMan. How could you justify this on Monday, February 
18, 1957? Mr. Rooney was examining at that time in regard to the 
NATO Civilian Headquarters in Paris, France: 

Mr. Rooney. What about this request for $1,500,000? 

Mr. Witcox. Mr. Elbrick, Assistant Secretary for European Affairs, is outside 
and we will get him in. 

Mr. Evsrick. The original estimate for the NATO building, as you are aware 
was $6,200,000. A slight increase was shown in our estimate last year, that is, 
an increase of $800,000 to $7 million. The present estimate is $10,700,000, 
approximately. 


Now, just a few months later, the amount has increased to 
$13,700,000. 

Where is the end? What is the ultimate cost? Would not it be 
preferable to suspend commitments and construction until we deter- 
mine what this is going to cost the American taxpayer? 

This is only one item, but it is of a type which is being encountered 
all through the bill. If our cost is going from $2,800,000 to $5,566,000 
for this, who knows what it will total before it is finally completed? 

, ) I 

I quote again from the hearings of February 18: 

Mr. Evsrick. The present estimate is $10,700,000. 

Mr. Rooney. Slight? When you are giving us these figures you are talking 
of a total cost of the building? 

Mr. Evsrick. That is right, sir, the total cost of the building. 


I am not endeavoring to place the blame at. your door, but some- 
where down the line there have been some slips. I remember what 
happened 2 years ago when we were questioning about the cost of 
this item. Is it going to be like many of the other projects? Once a 
wedge is driven, it goes wild? 
REVIEW OF CONSTRUCTION ESTIMATES 
Mr. Jones. Mr. Chairman, following this rather hasty review by 
the delegations on the cost of the building, based on specific bids that 
were coming in, the NATO Council decided that it would be very 
desirable to bring in a firm of first-class construction consultants. 
That is what they did. They hired an outside firm. The firm came 
in and the first thing it did was to make a thorough reexamination 
and survey of the building project and the cost. Between the time 
that we put in our figure in the budget presentation of $1,500,000 
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increase, and the time that the figures came before this committee, 
this outside firm had made its complete and thorough survey which is 
the best information that we have to date. They came back with the 
figure of $13,714,000. 

Mr. Passman. Mr. Jones, is the committee to understand that 
there was nothing firm about the original request? 

We were under the impression you came before us the first time 
after you had discussed the project with the architects and that you 
had a firm plan and proposal to construct the building. Now, you 
are saying today this was not a fact. How do we know that the esti- 
mates you are submitting today are not just as weak as the original 
estimates? I hesitate to go on the floor of the House and try to tell 
the Members this was just an overnight proposition before, and we 
did not know anything about the actual need. The record is plain 
that it was little more than a guess, something to get started. 

Mr. Jones. Sir, you see this building project has been going on 
for some years. The original estimate was based on 1954 prices. 
The present estimate of $13,714,000 is based upon present inflationary 
prices in France, plus what they think will happen to the French 
inflationary picture between now and the time the building is com- 
pleted in May 1959. What we are talking about is a gap of four-and- 
a-half years approximately. In all fairness to the architects, the 
inflationary effects of the French economy on this building could not 
have been foreseen in 1954. Also, they did not have the benefit of 
specific bids as they came in. Their estimate was based on a cubie 
footage, cubic volume basis. 

As we have progressed with the building from the time of its in- 
ception until 1959, four-and-a-half years to build, things changed. 


Unhappily, we have very little control over the inflation that is 
going on in the French economy, which has been greatly aggravated 
by the rebellion in Algeria. What we hope very much can be done, 
sir, is that we will be able to contribute our share to this building 
thereby permitting NATO to get ahead with the job and finish it 
just as quickly as possible so we are not subject to the effects of further 
inflation in France. 


CONSTRUCTION OF BUILDING BY CONTRACT 


Mr. Passman. Mr. Jones, is this building being constructed on a 
cost-plus basis rather than on a contract basis? 

Mr. Jonegs. It is being built on a contract basis. 

Mr. PassMan. If there was a contract in the beginning, would not 
we have been protected against these increases? 

Mr. Jones. When we started in 1954, sir, the original estimate had 
to be made first and then we let the contracts. The contracts have 
been let in various sections of the building industry, I think something 
like $7 million worth of contracts have been let to date. 

Mr. Lanuam. You do not have an overall contract? 

Mr. Jonzs. No, we do not, sir. 

Mr. Passman. The original estimate was not firm. It was more 01 
less a guess, so as to get the project going? If there had been con- 
tracts, there would have been protection. 
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Mr. Jones. It is obvious that the original estimate was not correct. 
I do think that the original estimate was given to us by the architect 
in good faith, based on his best estimate. 

Mr. Passman. The estimate was certainly not correct. 


STATUS OF CONSTRUCTION 


Is the building nearing completion? 

Mr. Jones. I cannot say that it is nearing completion. 

Mr. Passman. What percentage of completion? 

Mr. Jonres. The basement has been excavated and the foundations 
have been laid. The contract for the structural steel has been let. 
That is just about the point that the building is at the moment. 


VALUE OF PRESENT CONTRACTS 


Mr. Passman. Do you have any idea of the value of the purchased 
and paid for materials on hand? 

Mr. Jonss. The contracts that have been let amount to about 
$7 million. 

Mr. Passman. What percentage of the total does this represent? 

Mr. Jones. Under the new estimate that is a little more than 50 
percent. 

Mr. Passman. Several more years could be required to complete 
the building, and with the changing economy in France, even this 
estimate might not be valid? 

Mr. Jones. I regret, sir, that I cannot give you any assurance that 
this will be the final estimate. 

Mr. PassMan. Do not you think the Members of Congress are 
entitled to know what this project is going to cost? We have already 
almost doubled the amount. 

Mr. Jones. That is correct, sir. This is one of the reasons we 
changed our estimate in our request for the United States appropria- 
tions between January and July when we came before you. 

Mr. PassMAN. But you have almost doubled the estimate. You 
have gone from $1.5 million to $2.8 million. Has the inflationary 
effect been so terrific in that brief period? 

Mr. Jones. Not in that brief period; no, sir. The most recent 
estimate we have for you is a more detailed and effective estimate 
than we were able to give you, or that we had ourselves in January of 
1957. This has been done by a professional firm of outsiders, and 
they have a very good reputation in Europe. This is the very best 
information that we have and that we are able to present to you. 

Mr. Passman. Is this a different firm than used originally? 

Mr. Jones. Yes, sir. 

Mr. PassMAN. How many architectural firms have participated? 

Mr. Jones. As far as I know, we still have the same architect. 
This is a firm of construction consultants. 


TOTAL OBLIGATIONS AND EXPENDITURES FOR NATO BUILDING 


Mr. PassMaAN. You gave us a statement that $1,634,000 had been 
expended in funds which we contributed and that obligations had 
been $2,866,000. 


93522—57——61 





960 


What has been the total expenditure on the building by all con- 
tributing nations? 

Mr. Jones. $4 million. 

Mr. Passman. What is the total obligated? 

Mr. Jones. Total obligations are $7 million, up to the moment. 

Mr. Passman. Our obligations have been $2,866,000. What per- 
centage is that of the total amount obligated? 

Mr. Jonzs. 40.86 percent. 


EFFECT OF CONGRESSIONAL DISAPPROVAL OF BUDGET REQUEST 


Mr. Passman. I cannot speak for the committee, and certainly 
not for the Congress, but if it should be decided not to allow any 
additional funds at this time, because of the unexpended obligations 
on hand, do you think the project would be adversely affected? 

Mr. Jonzs. I think it would indeed, sir. Our delegation, of course, 
feels that it is unable to approve the letting of any additional contracts 
until there are funds appropriated. If we are not able to agree on the 
letting of additional contracts, it certainly will have its effect on the 
other delegations of NATO. 


RECORD OF CONTRIBUTIONS TO PROJECT 


Mr. Passman,. Are the other nations up to date with their con- 
tributions? 
Mr. Jonzs. So far as we know; according to the latest information 
we have, they are. 
JUSTIFICATION DATA 


Mr. Passman. We shall insert in the record at this point page 105 
of the justifications. 
(The page referred to follows:) 


Norta ATLANTIC TREATY ORGANIZATION (CIVILIAN HEADQUARTERS)— 
NONREGIONAL 


The North Atlantic Treaty Organization is headed by the North Atlantic 
Council, on which each member government is represented by its ministers of 
foreign affairs, defense, and finance and by its permanent representative in Paris. 
The Council and its committees are served by an International Staff which com- 
prises the civilian headquarters of the Organization. The International Staff 
supports the military and civilian activities of the Council by performing such 
tasks as providing analyses of an intelligence nature; developing recommenda- 
tions for sharing the defense burden based upon the annual review of the economic 
capabilities of the NATO nations to meet the military requirements of the 
common defense; surveying defense production facilities; reviewing and inspect- 
ing the progress of infrastructure projects; and assisting technical expert working 
groups in the examination of specific production problems. 

NATO is now housed in a temporary structure originally built for the U. N. 
General Assembly session in Paris in 1951 on the understanding that it would be 
dismantled upon completion of that session. The building has become struc- 
turally unsafe, as well as not fully adequate for NATO’s needs. 

A building for the NATO civilian headquarters is now under construction in 
Paris. The estimated cost of the building has increased to 4.8 billion frances 
($13,714,000). The building estimate of $6,200,000 as presented to Congress 
for the fiscal year 1956 MSP appropriation was coinputed using 1954 prices. It 
was a preliminary architectural estimate based on square footage and cubic 
volume factors, rather than detailed specifications. Construction delays have 
been experienced, such as those occasioned by difficulties in obtaining structural 
steel. It is expected that the building will not be completed until about May 
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1959. Construction costs increased 13 percent in France from the spring of 
1955 to the spring of 1956, and increased a further 15 percent during the past 
year. The rate of increase is probably greater in Paris than in France as a 
whole. A 15 percent increase per year compounded over 4% years would have 
increased the cost of the building by about 84 percent. Progressive completion 
of the building will limit the effect of price increases to about 71 percent of the 
original $6,200,000 estimate. 

The remainder of the increase is for the necessary doubling of the depth of the 
basement because of site conditions, altering plans to accommodate the German 
delegation, using natural stone facing rather than artificial stone, fluctuation from 
the original broad estimates made necessary by actual bids for more detailed 
specifications, and provision of a contingency allowance on portions of work for 
which contracts have not yet been let in accordance with normal practice in 
Europe. Approximately three-fourths of this estimate, exclusive of provision for 
future inflation and contingencies, is based on actual bids and negotiations with 
low bidders. 


Estimated obligations and expenditures ! 


[Dollars in thousands] 
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1 Includes contributions to NATO civilian headquarters ordinary budgets from fiscal year 1952 through 
fiscal year 1956. The fiscal year 1957 appropriation for contribution to NATO civilian heac quarters was 
made to the Department of State. 
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Summary of program 


[Dollars in thousands] 
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Fiscal year 1957__....._..---- im wi wd SE Dake 22d b Ooo aiets & ura ee 
proposed, ‘fieunt xees. 1008 sun. 2. cede oleh Mice a wedudewe.adeaiid 2, 700 


Detail of program, contribution to NATO civilian headquarters building fund 


[Dollars in thousands] 
Computation of estimate: 











Present building estimate.________.__-- a ate ae Seinen $13, 714 
United States percentage share_—- __-__-_- ....--percent.. 40. 86 
United Bouter nesemament. 8.66 oN geese Suu, pa $5, 604 
Credit applied to building in 1955_____._.._...-.__-_____-- — $324 
1956 appropriation applied to building. —__._.__.__._......_....—$2, 542 
RUSUNG Clb! ha dickens dish Shed bas ms ata seeenne chiek — $38 

1958 appropriation required... 2. 02850. bea. coe ck $2, 700 


FUNDS APPROPRIATED IN FISCAL YEAR 1956 ACT 


Mr. PassMan. It is shown on page 105 that $2,700,000 is being 
requested. Do you recall the amount of the original appropriation 
for this item? 

Mr. Jongs. $2,500,000, I think. I beg your pardon; it is $2,542,000. 

Mr. PassmMan. That was last year’s figure? 

Mr. Murpnuy. Fiscal year 1956. 

Mr. PassMANn. Was an appropriation made for this for fiscal year, 
1957? 
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Mr. Murpny. No, sir. 

Mr. Passman. What was the estimated total cost of the building 
as of January of this year? 

Mr. Jones. $10,685,000, to be exact. 

Mr. Passman. The new estimate is $3 million more than even the 
January estimate? 

Mr. Jonzs. That is correct, sir. 

Mr. Passman. What would have happened had we held these 
hearings in February or March and had acted upon the original re- 
quest rather than the amended request? 

Mr. Jones. I suppose we would have gone ahead letting contracts 
up to the point where we were authorized to do so. We probably 
would have had to come back for a supplemental appropriation for the 
additional amount. 


LIMITATION ON COST OF BUILDING 


Mr. Passman. There should be an understanding as to what this 
project is going to cost, and a limitation placed on it. Many of the 
items such as this are so loose and so large that they cannot be pin- 
pointed. But here is one in the overall program that can certainly be 
pinpointed. The request has been increased within a period of but 
a few months from $1.5 million to $2.7 million. 

Mr. Jones. May I repeat again that our present budget request is 
based upon a very recent survey made by an outside firm of consultants 
with an excellent reputation in Europe. 

Mr. PassMAN. That would have been true of the others. The 
replies of other witnesses—not you, but other witnesses—were just as 
direct as you are giving, but their estimates did not stand up. 

Mr. Gary asked this question: 

Mr. Gary. And there will be no continuing request for this amount? 

Mr. Couuins. No; there should not be. We feel that the architect’s cost 
estimates are reasonably accurate, and, unless he has made some error in the cost 
estimates, this should be a complete and final item on that. 

So, you see, the presentation was to the point and convincing 2 
years ago. 

Mr. Jones. May I say, sir, that the firm that has made the present 
survey has had the benefit of bids for about three-fourths of the work. 
The architect’s original estimate, of course, could not possibly have 
been based on any bids. The present estimate is besed on the firm, 
specific bids received on the construction of the building. 

Mr. PassMaANn. You think the architect’s estimate could have been 
so far off for a period of 2 years? 

Mr. Jones. No, sir; his estimate was besed on 1954 costs. The 
present estimate is based on 1957 cosis. That is a difference of 3 
years and the new firm is projecting this into 1959. What they think 
is probably going to be the rate of inflation in France is being taken 
into account. This really is going to cover a period from the begin- 
ning of the construction until the time of its completion in May 1959. 


TOTAL COST OF NATO BUILDING 


Mr. Natcuer. Mr. Jones, what will be the overall cost of this 
building under the present figures that you have submitted to the 
committee this morning? Wrat will be the total cost of the building? 

Mr. Jonzs. The present estimate is $13,714,000. 
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TOTAL UNITED STATES CONTRIBUTION TO COST OF BUILDING 


Mr. Narcuer. Of that amount, how much will we have invested 
of our funds, providing that the budget request that you are now 
making is granted? 

Mr. Jonzs. $5,566,000. 


NEED FOR UNITED STATES CITIZENS’ UNDERSTANDING OF PROGRAM 


Mr. Natcuer. Mr. Jones, one of the main reasons why this pro- 
gram has become very difficult to sell to the people back home is due 
to the fact that we have, over the years, invested billions of dollars 
throughout the world. I personally do not believe that the State 
Department at the present time, and the State Department over the 
years, has explained to the American people the advantages of these 
investments. I think one of the finest things that could be done by 
the State Department today is to explain this program so that the 
American people would understand. 

As you acy. Mr. Jones, since the mutual security program was 
inaugurated and foreign aid, as we know it, up through calendar year 
1955, some 182 projects have been constructed throughout the world 
with our funds. These projects are navigation, flood control, and 
multipurpose projects. 

People in this country do not understand the necessity for the 
expenditure of this money for this kind of project when, during the 
oe fiscal year, the budget request for 1958 shows that we only 

ave 26 construction starts throughout the United States. 

In my particular section, Mr. Jones, we have lost 100,000 people 
between the years 1940 and 1950. They migrated. 

When I first started voting in the State of Kentucky, we had 11 
Representatives in the House. Today we have eight. A great many 
things have happened under the guise of foreign aid that the people 
do not understand. This building is just another example of it. You 
know from the standpoint of agriculture, Mr. Jones, that members of 
this committee from time to time hear complaints from American 
agriculture concerning the money that has been spent heretofore and 
the money that is now being spent which aids foreign agriculture. I 
believe that some $9 million has been expended for agricul turethrough- 
out the world by this country alone and $500 million of this amount 
is for agricultural equipment. I believe if you check, Mr. Jones, you 
will find that in 1946, in Japan alone some 11,000 acres of tobacco 
was raised. If you check during the calendar year 1956, I believe 
you will find that some 186,000 acres of tobacco was produced. Your 
figures will show that we have invested $500 million or more of our 
money in Japan since 1946 and in 1946 they had no Communists. 
Your records will show that today in Japan they have approximately 
2 million Communists, openly organized and out in the open. 

The people in this country do not understand those things. Mr. 
Jones, I think one of the main things that your Department should 
do to help this committee, and to help us generally is to show the 
American people that between 70 and 75 cents of every dollar ex- 
pended in this program is spent right in this country. They do not 
understand that. They think that this money is sent abroad and 
that it actually leaves the country. 
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Another thing that you could help us with, Mr. Jones, is to show 
the American people that the offshore procurement program is almost 
a thing of the past, and that this money is being expended in this 
country. You could show how many people it employs. You could 
show the additional equipment that is purchased, materials of every 
description. 

There are a lot of things in my opinion, Mr. Jones, that you could 
help us with and the State Department could help us sell this program 
if you would do it. 

Construction of this building in Paris, France, at a total expenditure 
of our funds of over $5 million is right hard for the American people 
to understand at this time. 

Mr. Jones, I did not intend to give you a lecture, but I wanted to 
point out some of these things, and I think you and the State Depart- 
ment can help us with them considerably. 

I say to you quite frankly that I think the mutual security program 
within the past 6 months has saved Jordan. I do not think the 
American people know that, and I do not think there is any question 
about that. Our conferences with King Saud of Saudi Arabia in this 
country assisted in saving Jordan. I think it was a wonderful thing, 
I think you all ought to tell the American people about it. 

Mr. Chairman, Thank you. 

Mr. Passman. Thank you, Mr. Natcher. 

I hope we saved Jordan, but I think Jordan said to us, in effect: 
“We will accept your aid if you do not tie any strings to it, what- 
soever.”’ 

Mr. Lannan. Could I ask one question? 

Mr. PassMan. Surely. 


LACK OF LOCAL CURRENCY AVAILABLE TO UNITED STATES FOR 
CONSTRUCTION COST OF BUILDING 


Mr. Lanuam. I passed a moment ago, but I wonder if any of these 
funds are counterpart funds which are spent for this building, or are 
they all American dollars? 

Mr. Jonzs. I believe, sir, that they are all American dollars. I am 
sure that if there were any counterpart funds available to the adminis- 
tration in France, that they would be happy to use them for this 
purpose. 

Mr. Passman. As far as you know, the funds are dollars? 

Mr. Jones. Yes, sir. 

Mr. Lanuam. I notice that Mr. Gary asked that question back in 
1956 on page 485 of the hearings. 

It seems to me that we ought to have that information by this time, 
There must be a lot of francs that are available for construction like 
this. I thought that is what the counterpart funds were used for. 

Mr. Jones. They are used for all kinds of United States Govern- 
ment purposes. As a matter of fact, there are not very many francs 
available. As they become available, they are used for United States 
expenses in France to support the various Government agencies repre- 
sented there, including, as you know, a rather large military establish- 
ment at SHAPE. Very frankly, there is not a lot of excess francs 
lying around there. They are used up for United States Government 
expenses in that country. 
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Mr. Lanuam. I thought that by and large these funds were used 
for construction? 

Mr. Jonzs. I believe, sir, they can be used for any administrative 
expenses of the United States Government. 

Mr. Lanuam. But they are not used for construction purposes? 

Mr. Jonsrs. They could be used for construction purposes. 

Mr. Lanuam. Can you give us for the record the amount of counter- 
part funds that would be available for this building, or for construction 
generally in France? 

Mr. Jonzs. I do not have that information, sir, but I will furnish it. 

Mr. Lanuam. If you furnish that, I will appreciate it. 


LOCAL CURRENCY GENERATED IN FRANCE IN FISCAL YEAR 1957 


There are also some credits other than counterpart funds. For 
example, Public Law 480 funds. They are not called counterpart, 
but I would like to know whether those are available, also. 

Mr. Jonzs. Yes, sir. 

Mr. Denton. When you make this record, will you also give us 
the Public Law 480 funds available in France and how much your 
organization has done in trying to make counterpart funds and 
Public Law 480 funds available for this? 

Mr. Jonzs. We will do that, sir. 

(The requested material follows:) 


During fiscal year 1957, francs in the dollar equivalent amount of $807,842 were 
expended for the purposes of the Foreign Service Buildings Act, which purposes 
include maintenance as well as acquisition and improvement of real property 
owned by the United States Government or of leaseholds of 10 years or longer. 

There are presently available surplus property credits which, if not paid in 
dollars, can be used in amounts up to $15 million to transfer real property to the 
United States Government and in amounts up to $8,347,700 to provide franes to 
acquire or improve real property for United States Government use or to carry out 
educational programs. An interpretation that these funds could be made avail- 
able for the United States contribution to the NATO building would require the 
concurrence of the French Government. 

As of June 30, 1957, the frane balance of Public Law 480 funds is in the dollar 
equivalent amount of only $9,993. 

Unless section 1415 of the Supplemental Appropriation Act of 1953 were 
waived, appropriated dollars would be necessary to purchase United States owned 
francs, even if sufficient francs became available for the United States contribution 
to the NATO building. During fiscal year 1957, average monthly frane expendi- 
tures for normal operating expenses of United States civilian agencies were in the 
dollar equivalent amount of $636,000. This expenditure figure excludes military 
requirements, which are far larger than the needs of civilian agencies. During 
this same period, average monthly frane receipts were in the dollar equivalent 
amount of only $87,300. This receipt figure excludes counterpart for which the 
use is restricted and excludes funds contributed by the French specifically for 
administrative expenses of the mutual defense assistance program and surplus 
property funds drawn down specifically for the educational exchange program. 
(For details see the schedule submitted for the record on p. 977). It is apparent 
that frane receipts can be used to meet the United States share of the cost of the 
NATO building only by diverting them from the financing of other United States 
operating expenses. 


IMPACT OF CONSTRUCTION OF BUILDING ON FRENCH ECONOMY 


Mr. Denton. I have just one other question. We have been told in 
this country that all construction must stop because it is inflationary. 
If the Government goes into any building program, it is said, it might 
increase inflation that is going on in this country. France is suffering 
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from a terrible inflation, much worse than ours. , Why are we not 
adding to this inflation by building in France? 

By the same token, if it is bad business to build a building in this 
country, why is it not ‘bad business to build one in France? 

Mr. Jonus. I imagine that the answer is that the construction of 
this one building, the impact of this one building — the French 
economy, is not sufficient to outweigh the desire of the French Govern- 
ment to get us out of the quarters presently occupied. They have 
been furnishing this place, rent free, for 7 years, and they are most 
anxious to get us out of there. 

Mr. Denton. Would not that same answer apply to any one build- 
ing in the United States? For instance, construction of the Social 
Security Building in Baltimore would save a million dollars a year to 
the Social Security Administration. That has been held up because 
it would be inflationary. Would not that argument apply there? 

Mr. Jones. I suppose so. 

Mr. Denton. That is all. 

Mr. Passman. Mr. Alexander? 

Mr. ALEXANDER. Mr. Secretary, do you have available the in- 
formation, or could you get the information in regard to all of the 
cou! iterpart funds and all of the funds under Public Law 480, and all 
of the nations under the mutual security program, as of June 30, 
1957? 

Mr. Murpuy. May I answer that, please? 


PUBLIC LAW 480 FUNDS AVAILABLE TO MUTUAL SECURITY PROGRAM 


Mr. Alexander, as a result of the great and legitimate interest that 
the committee has shown in Public Law 480 local currencies, I have 


eee eee a table to the committee and the table is now com- 


pleted. With the committee’s permission, we would like very much 
to have Dr. Fitzgerald—who is our Deputy Director for Foreign 
Operations, and who knows more about this in ICA than anyone 
else—come up tomorrow morning and go over this table with you 
and let you see what Public Law 480 sales occur; what the proceeds 
have been earmarked for; what parts affect the mutual security 
ey as such; and what the actual fiscal status of those funds is. 

e can give you the complete picture with the most recent complete 
data available, March 31, 1957. At that time, I think he would be 
able to answer the questions. 

Mr. Passman. Dr. Fitzgerald is scheduled for appearance tomorrow. 

Mr. Murpuy. We are proposing that, because of the interest of 
the committee, we have Br. Fitzgerald come up tomorrow morning 
and go over the Public Law 480 item from beginning to end so that 
we can leave the committee with a clear picture of the relationship 
of Public Law 480 to the mutual security program. 

Mr. ALexanpER. Could I also at that time have the information 
ie regard to counterpart funds as distinct from Public Law 480 
funds? 

Mr. Mourpny. I have brought with me this morning 15 copies of 
the most recent report on the counterpart fund situation in every 
country in the world, which I propose to leave with the committee 
this morning. This is a report which is made up country by coun- 
try and Dr. Fitzgerald will Be prepared to talk about counterpart or 
answer questions on it. 
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Mr. Passman. Will the gentleman yield? 

Mr. ALEXANDER. Yes. 

Mr. Passman. Dr. Fitzgerald is administering the mutual security 
department funds? 

ce Onna, Yes, sir; he is the Deputy Director for Operations 
of ICA. 

Mr. Passman. Are you indicating doubt that you have made a 
sound case with respect to the use of Public Law 480 funds, and 
believe the committee may take this into account, so now you want 
to bring in an expert to sum up the matter? 

Mr. Murpay. Sir, as we have gone through the hearings and as a 
result of a number of requests, we have promised the committee a 
complete table to show the status of funds and to answer these ques- 
tions about why you cannot deduct dollars because there is local 
currency available. 

(Note: The table referred to may be found on page 1114.) 

Mr. Passman. You believe the committee has not been given 
sufficient information to justify a markup of the bill? 

Mr. Murpuy. That is absolutely correct. We want to be sure 
that we leave the committee with a clear picture and that there is 
no misunderstanding. 


LACK OF A PRIME CONSTRUCTION CONTRACT FOR NATO BUILDING 


Mr. ALEXANDER. Mr. Secretary, in regard to the contract for this 
NATO building, why was a definite contract not entered into at the 
time you started? 

Mr. Lanuam. You mean a general contract? 

Mr. ALEXANDER. I mean a definite, overall contract. with specifica- 


tions, requirements, and so forth, together with a definite agreement 
to pay a definite sum of money for said work. 

Mr. Jones. Well, sir, I understand that it is not customary in 
Europe to have a prime contractor who in turn would let out sub- 
contracts for specific portions of the construction. Because this is 
not customary and because this is an international venture of 14 or 15 
countries, the procedure was based on the practice of Europe and 
France where the building is actually being constructed. Also, even 
if we had let a prime contract, it is customary in Europe to have what 
is known as an escalator clause which provides for approximately 10 
percent gain clause in the event of unforeseen expenses. 

Mr. ALEXANDER. You would still have been better off if you had 
even had to pay the 10 percent escape-clause provisions would you 
not? 

Mr. Jonss. That is correct, sir, but I do not believe that protects 
the person doing the building against inflation as a result of economic 
conditions in a country. 

Mr. ALEXANDER. Actually, what we are doing is paying a cost-plus 
contract even though it is not set out in so many words; is that correct? 

Mr. Jongs. I suppose so, sir. That might be the interpretation of 
a contract with an escalator clause. 

Mr. ALEXANDER. We do not have a definite contract as of today, 
do we? 

Mr. Jones. About one-half of the work has been contracted for. 
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Mr. ALexanpeER. As I understand your testimony, you cannot tell 
us today how much the building is going to cost? 

Mr. Jonzs. I can give you, sir, the best estimate that we have, 
which is $13,714,000. 

Mr. AuexanperR. Which is not a very good one if you use your 
former estimate as a basis, because, as I understand it, you have gone 
up from $6,200,000 to over $13 million. 

Mr. Jonss. That is correct, sir. We still think that this is the best 
estimate because of the reputation of the firm and because it has been 
based upon three-quarters of the contracts which have come in; 
bidding for three-quarters of the total construction. 


UNITED STATES PERCENTAGE CONTRIBUTION TO COST OF CONSTRUCTION 


Mr. ALEXANDER. Is the share or percentage that the United States 
pays stable all the way through? 

Mr. Jonus. Yes, sir; may I correct that? 

Originally we had agreed to pay 45 percent of the construction cost 
of the building. That was reduced at the time Germany joined NATO 
in 1955 to 40.86 percent. 

Mr. ALEXANDER. I notice that Mr. Elbrick on page 665 of the hear- 
ings this year stated that the building was to be completed in 1958. 

What is the reason for the reestimate now that it will not be com- 
pleted until a year later? 

Mr. Jones. One of the additional things that we learned as a result 
of the survey by the Danish firm is that the building could not be com- 
pleted next year, as we had hoped, and would be postponed until May 
1959. This was primarily a result of difficulties in getting bids for the 
structural steel necessary for the building. There was considerable 
delay in that respect. 


ENGINEERING CONSULTING FEES 


Mr. ALExANDER. How much have you paid out in engineering or 
consulting fees on this building? 
Mr. Jonus. I do not know that anything has been paid yet, sir. 


CONTRACT PAYMENTS 


Mr. ALEXANDER. Which of the contracts have been paid? 

Mr. Jones. Sir, we have a table here. It is in francs and would 
have to be converted. May I furnish that for the record? 

The architect’s fee is 171 million francs. 

Mr. ALEXANDER. That is the architect you still have? 

Mr. Jonns. That is correct. 

Mr. AtexaNnper. Then I believe you stated that you hired a differ- 
ent firm of architects to reestimate the cost. 

Mr. Jones. Not architects, consultant engineers. 

Mr. AtexanpgER. Do you know how much those consultant en- 
gineers charged? 

You might add that to the information you are going to supply for 
the record, if you do not have it. I think it would be interesting to 
know. 

Mr. Jonzs. Yes, sir; we will send that to you. It is estimated at 
30 million francs. 
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(The requested material follows: ) 


Contract PayMents oN NATO BoulILpINneG 


The following partial payments have been made by NATO against contracts 
already let for the building (figures in dollar equivalent of franc payments): 


Architect (partial payment of fee of 171 million francs which is equiva- 
lent to $488,571) 

Substructure 

Structural steelwork 

Minor works 


Fe a a 2, 413, 923 


Pursuant to NATO assessments, member governments have paid to NATO to 
date $4 million (of which the United States has paid $1,634,400). Although 
NATO has not yet expended the entire $4 million, substanti: il additional payments 
to contractors are expected in the near future and an additional assessment of 
$2,428,571 (of which the United States share would be $992,314) has been ap- 
proved by the North Atlantic Council and will be due in the next few months. 

Mr. ALEXANDER. How much is that in dollars? 

Mr. Jones. About $90,000. 

Mr. ALexanver. If the 1958 appropriation request is granted, 
what will be the balance that the United States will still owe? 

Mr. Jones. The budget request that we are making now is 
$2,700,000. This will complete the United States share under the 
cost-sharing formula of 40.86 percent. 

Mr. Lanuam. Does that include furnishings for the building? 

Mr. Jones. No; just construction costs. 

Mr. Lanuam. You have not asked anything for furnishings yet? 

Mr. Jongs. No, sir. 

Mr. ALEXANDER. Will this be all as of this time, that you know of, 
that will be requested for the building? 

Mr. Jonges. Mr. Alexander, this is the best estimate and the latest 
estimate that we have. We are basing our request on this estimate. 
We feel that this firm has projected itself into the future and is taking 
inflation into account. 

Mr. ALEXANDER. What I am thinking of is that next year we will 
not have you back unless a lot of other changes are made or there is 
greater inflation. This will be all that you ask for? 

Mr. Jones. We do not expect that there will be any more changes 
and we certainly hope very much that we will not have to come back 
before this committee for additional moneys for the construction of 
this building. We feel that this estimate is adequate and what we 
are asking for is adequate to complete the building by May 1959. 
We cannot, of course, give any assurances against unforeseen events 
in France. 

EFFECT OF INFLATION IN COST ESTIMATE 


Mr. ALEXANDER. I notice that inflation was only a 20-percent in- 
crease in France in home building in 1956, according to your statement, 
and yet the amount you are asking for over and above what you asked 
for a year ago is more than 50 percent. Is that due to the small 
change that you have had in adding another room for the German 
delegation? 

Mr. Jonzs. I believe, sir, I said that there has been a 30-percent 
increase in house building in 1955 as compared to 1954. 
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Mr. ALEXANDER. Twenty percent in 1956. 

Mr. Jones. Twenty percent in 1956; yes, sir. The amount of in- 
flation, of course, is a cumulative thing and has gone on in 1955 and 
1956. We are now looking forward to 1958 and even part of 1959, 
so the cumulative effect of this inflation compounded comes out to 
about $4,390,000. 

Mr. Atexanpver. What is hard for me to understand is why it 
would be necessary to be compounded, if you have all of the money 
now and can go ahead, as of this date. Why would it be necessary to 
compound it over another 2 or 3 years? 

Mr. Jones. All of the contracts are not now let and will probably 
not be let or could not be let immediately. We have to ask for bids 
and we have to wait until the bids come in and they have to be con- 
sidered. We have to take the best ones. This is a time-consuming 
process. 

Also, sir, the entire amount of the increase is not due to inflationary 
costs. That is a major portion but we have run into some other 
difficulties. For example, the depth of the basement had to be 
doubled. This was not anything that could have been foreseev. The 
Germans joined NATO and the plans had to be altered to make room 
for the German delegation. 

All sorts of things like that happened between the original estimate 
based on 1954 prices and the present stage of construction of this 
building. 

The sooner we get the building built, the surer we are going to be 
that this is the final cost; that we will be through with it and bave 
it behind us. 

Mr. ALeExaNpDER. It seems to be a rather haphazard way to go 
about building a structure of this size and cost. 

Mr. Passman. The cost has already doubled the original estimate. 

Mr. ALExANDER. That is all. 

Mr. Passman. Mr. Wigglesworth? 


DETERMINATION OF PERCENTAGE CONTRIBUTION 


Mr. WiacieswortH. You have stated that the United States 
share of the present estimated cost of the building is 40.86 percent, 
as I understand it. 

Mr. Joness. Yes, sir. 

Mr. WiaaiteswortH. What determines that percentage? 

Mr. Jonrs. The original formula, sir, was based upon the ability 
to pay of the various 14 nations. Actually if that had been followed 
literally, I think the United States gross national product and its 
national debt considered, we would be paying about 66 percent of 
the cost of NATO. In our negotiations with the other 13 members, 
we came out with the formula of 45 percent on capital equipment, 
which they consider includes the construction cost of the building. 

When the Germans joined NATO in 1955, there was a reexamina- 
tion and review of the cost-sharing formula. Because of the German 
contribution, our contribution was reduced to 40.86 percent on 
building. 

As far as our normal contribution to NATO expenses to the 
ordinary civilian headquarters, that is 24.2 percent. 

Mr. WiacLeswortu. Is this 40 percent figure a result of treaty or 
agreement between the NATO members? 
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Mr. Jones. It is the result of agreement between the NATO 
members. 

Mr. WiccLeswortu. I understand it is your position that whatever 
our share amounts to for the total job must be made available im- 
mediately; is that right? 

Mr. Jones. About half of the contracts or over half of the contracts 
have been let. More, of course, will be coming due within the next 
few months. Our delegation, I think quite properly, feels it is unable 
to approve the letting of further contracts until we have appro- 
priated funds which we can commit. 

Mr. WicGLeswortH. Your answer to my question is in the affir- 
mative, then? 

Mr. Jones. Yes, sir. 


INCREASE IN ESTIMATE DUE TO BUILDING CHANGES 


Mr. WiccLteswortnH. As I understand it, there is an overall in- 
crease here of roughly $7.5 million and about $4.3 million of that is 
due to actual or estimated price increases before the building is com- 

leted, and the balance of $3.2 million results from changes which it 
is now desired to make in the original plans. 

Mr. Jones. That is correct. 

Mr. Wiacieswortu. Looking at page 106 of the justifications, 
referring to the $3.2 million for changes, you mention doubling the 
depth of the basement for one thing. What is the reason for that? 

Mr. Jones. The building has been placed on the site of the old 
fortifications of the medieval city of Paris. It was not until after the 
excavations began that they realized that underneath was the moat 
of the medieval fortifications which had been filled in at the time the 
modern city was built. 

Consequently, it was necessary to go much deeper to get to the 
bottom of the moat foundation to be sure we had a proper foundation 
for this building. This extra depth is not entirely waste space. It 
will be used as underground parking for the automobiles of the NATO 
staff and delegations. 

Mr. WiaGLeswortn. You refer to using natural stone rather than 
artificial stone. What is the reason for that? 

Mr. Jones. That is to comply with the request of the French 
Government for esthetic reasons. The building is in a rather promi- 
nent spot at the end of the Avenue Foch, the other end from the 
Arc de Triomphe, near the Bois de Boulogne. 

Because of that location, the French Government has asked that 
it conform more or less to the monumental appearance of the other 
buildings in the area. 


CONTINGENCY ALLOWANCE IN ESTIMATE 


Mr. Wicciesworts. You refer to provision of a contingency 
allowance on portions of work on which contracts have not yet been let. 

Have you not had a contingency allowance right from the outset? 

Mr. Jones. No, sir. ‘The original architect’s estimate did not 
include a contingency allowance. The reason for this was that it 
was hoped there would be sufficient international interest in the 
NATO building that competitive bids would result in savings which 
would offset any contingency allowance factors. 
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*® As it turned out, the construction industry in Western Europe was 
so busy by 1955 and 1956 that it was not very interested in the 
NATO building, and there was not very much competition with the 
French firms who bid. The savings which had been anticipated from 
international bidding did not materialize. 

’ Mr. WiacLeswortH. How much do you have in here for contin- 
gencies? 

Mr. Jonzs. $932,000. 

Mr. WiacieswortH. What percentage is that? 

Mr. Jones. That is 10 percent. 

Mr. WiceLeswortnH. You say this increase is attributable in the 
main to inflation in the franc, either realized or anticipated, before 
1959? 

Mr. Jones. That is correct, sir; at the rate of about 15 percent per 
year increase. 

Mr. WiaeieswortnH. I am not familiar with the situation at the 
moment, but is that inflation strictly internal or is it reflected or 
likely to be reflected in terms of foreign exchange? 

In other words, can we not buy more francs with the same num- 
ber of dollars? 

Mr. Jonss. No, sir. I believe this computation is based on the 
present exchange rate of the franc. 

Mr. Wiae.Leswortu. In terms of foreign exchange? 

Mr. Jones. Yes, sir. As a matter of fact, the calculation is in 
francs. The estimate was given to us in francs, and we have con- 
verted it into dollars at the official rate of exchange. 

Mr. Wiacieswortn. Our contribution has gone up from $2.8 
million to $5.6 million, just about double. That is somewhat less 
than the overall increase in price from $6.2 million to $13.7 million. 

Mr. Jonsgs. That probably is the result of the formula revision at 
the time the Germans joined NATO. 

Mr. WiccG.Leswortu. If you can buy more francs for the same num- 
ber of dollars, the percentage increase in dollars would not be as great 
as the percentage increase in the francs. 

Mr. Jones. | believe that does not enter into the calculations. I 
think it is only because of the modification of our percentage formula 
from 45 to 40.86 percent. 

American funds expended for official purposes in France are con- 
verted into francs at the official rate of exchange, namely, 350 francs 
to the dollar. 

Mr. Wicciteswortu. Mr. Chairman, I have one general question 
that is not particularly relevant here, but if there is no objection I 
would like to ask that there be furnished for the record a statement 
as of June 30 showing by activity the funds available in fiscal 1957 
and the actual obligations and any unobligated balances, so that we 
can have the seeaal figures as of the end of the fiscal year. 

Mr. Passman. On this particular item? 

Mr. WiceLesworts. Overall. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Thank you, Mr. Wigglesworth. 


Mr. Ford? 





973 


INCREASE IN ESTIMATE DUE TO GERMAN ACCOMMODATIONS 


Mr. Forp. What is the estimated additional cost to accommodate 
the German delegation? 

Mr. Jonzs. I believe it is $309,000. 

Mr. Forp. Will the German contribution now as a member of 
NATO make up that additional cost in the construction of the 
building? 

Mr. Jones. Yes, sir. The German share of the building is 9.19 
percent. That comes to over $1 million. So that the German con- 
tribution to the building is well over the cost for the alterations 
necessary to acc ommodate them. 

Mr. Forp. Then as justification for an increased American con- 
tribution you should not put in the additional cost of the accommoda- 
tions for the German delegation. 

Mr. Jones. Mr. Ford, what we were doing was justifying the total 
increase in the estimated cost of the building from $6,200,000 to 
$13,714,000. This alteration for the Germans is actually one of the 
items that enters into the increase along with the stone facing and 
the contingency allowance and various other things. 

Mr. Forp. But it should not be a justification for the increased 
contribution by the United States because the German contribution, 
as you indicated, for the building is over a million dollars. Actually, 
the additional cost for their accommodations is only $309,000. 

Mr. Jones. That is correct, sir. 

Mr. Forp. In reality then their participation should help to reduce 
the total justification from our point of view. 

Mr. Jones. In fact, of course, it did reduce our share. Their 


joining reduced our share from 45 percent to 40.86 percent. So that 
our present requirement for the new estimate is, of course, lower 
than it would have been were we still committed to 45 pere ent of the 
total construction cost. 


PERCENTAGE CONTRIBUTION BEFORE AND AFTER GERMAN MEMBERSHIP 
IN NATO 


Mr. Forp. When was the change made in the percentage contribu- 
tion by the member nations with the advent of the German par- 
ticipation? 

Mr. Jones. May 6, 1955. 

Mr. Forp. Could you submit for the record the percent contribu- 
tion by the member nations prior to that date and the percent con- 
tribution to the building fund by the member nations subsequent to 
that? Do you have that information at hand? 

Mr. Jones. I have it right here, yes, sir. Shall I read them, sir? 

Mr. Forp. Yes, and read them slowly so that I can try to assimi- 
late them. 

Mr. Jones. I will read only the percentages for the capital outlay, 
which is the building. 

Mr. Forp. That is what I want at the present time. 

Mr. Joneses. Before May 6, 1955, Belgium, 2.68 percent, Canada, 
6.70 percent. 

Mr. Forp. It would be helpful if we could take, as you start, 
Belgium, what it was prior to that date and then Belgium, what it 
was subsequent to that date. 
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Mr. Jones. All right, sir. Before May 6, 1955, Belgium, 2.68 per- 
cent, presently 2.43 percent. Canada, 6.70 percent, “presently 6.08 

ercent. Denmark, 1.51 percent, presently 1.37 percent. France 
before, 10.73 acre presently, 9.76 percent. Greece before, 0.33 
percent, presently, 0.30 percent. Iceland before, 0.03 percent, pres- 
ently 0.03 percent. Italy, before, 5.36 percent, presently 4.87 per- 
cent. Luxembourg before, 0.08 percent, presently 0.07 percent. 
The Netherlands before, 2.18 percent, presently 1.98 percent. Nor- 
way before, 0.84 percent, presently 0.76 percent. Portugal before, 
0.64 percent, presently 0.58 percent. Turkey before, 1.42 percent, 
presently 1.29 percent. United Kingdom before, 22.50 percent, 
presently 20.43 percent. The United States before, 45 percent, 
presently 40.86 percent. 

Mr. Forp. The German contribution was what? 

Mr. Jones. Since the Germans joined they agreed to pay 9.19 per- 
cent of the cost of the building. 

Mr. Forp. It would appear that the reductions were more or less 
on a percentage basis. 

Mr. Jonzs. I believe so. 

Mr. Forp. There were no drastic revisions in the share one nation 
would pay as far as the whole is concerned. 

Mr. Jones. That is correct. I believe all nations benefited 
relative manner from the German contribution. 

Mr. Forp. What is the additional cost of the substitution of 
natural stone facing rather than artificial stone? 

Mr. Jones. That is a relatively minor amount, $280,000. 

Mr. Forp. Was the doubling of the depth of the basement precipi- 
tated by actual construction problems or as a result of the desire to 
have underground parking? 

Mr. Jones. By actual construction problems. They ran into this 
after they began the excavations. 

Mr. Forp. How many cars will be accommodated in this additional 
parking underground? 

Mr. Jones. Some 248 cars may be accommodated in the second 
basement. 

Mr. Forp. That is all. 
Mr. Passman. Mr. Miller. 







EFFECT OF INFLATION ON CONSTRUCTION ESTIMAPE 








Mr. Miuuer. This increase in fund requirements you say is basically 
caused by the French inflation? 

Mr. Jones. An increase of approximately 70 percent, sir, is a result 
of inflation. 

Mr. Miuuer. Is this construction all to be at SHAPE headquarters 
outside of Paris? 

Mr. Jongs. No, sir; it is in Paris itself, within the city limits of Paris. 
It is not the military headquarters. It is the civilian headquarters. 

Mr. Miter. It is not the military headquarters you are talking 
about, then. 

Mr. Jones. It is the civilian headquarters in the city of Paris. 

Mr. Miter. In addition to world inflationary tendencies, the 
situation with respect to the franc accounts for 70 percent of this? 

Mr. Jones. An:increase of 70 percent. I must say, sir, this of 
course is,with’respect to the construction industry and inflation in the 
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construction industry has been at a higher rate in France than the 
general inflation. 

Mr. Miuier. But we do, as a matter of fact, have an artificial 
exchange rate on the Government level that has been maintained at 
about the same figure for quite awhile, has it not? 

Mr. Jones. That is correct. 

Mr. Miter. Has it been changed in the last year or two? 

Mr. Jones. No; I believe there has been no change in the French 
rate of exchange for several years. 





POSSIBLE USE OF 






























COUNTERPART FUNDS FOR UNITED STATES 
CONTRIBUTION 





Mr. Mriter. I can fully understand why we cannot, even though 
it may be very expensive, officially go into the black market on things 
of this sort. But is there any way or has any thought been given to 
making use of American counterpart funds that are in France to tide 
over situations like this? 

Mr. Jones. Yes, indeed, sir. If there are available counterpart 
funds over and above what is needed for the normal administrative 
expenses of United States Government agencies in France, they cer- 
tainly would be used for this purpose. But we would, of course, 
have to make the conversion at the official rate of exchange. 

Mr. MittEr. Why would we have to put in dollars if this work is 
going to be done in France and be paid for i in frances to the contractors? 

Mr. Murpuy. This is the result of a provision in section 1415 of the 
Supplemental Appropriation Act of 1953, which requires any United 
States Government agency in using foreign currencies owned by the 
United States to deposit in the United “States Tre sasury the dollar 
equivalent from the pmerepviation made for that purpose. 

Mr. Forp. That does not preclude the Government from making 
use of foreign currencies in a country. 

Mr. Murpny. No, and I think Mr. Jones pointed out earlier to the 
extent the Treasury was holding any United States-owned francs, no 
disbursing officer in France would be empowered to buy francs in the 
open market without first buying whatever the Treasury holdings 
were. 

Mr. Mituer. I am getting at this. The American taxpayer loses 
money by the artificial exchange rate in the first place, and then also 
our requirements are always harassed by rising costs for construction 
all over the world. 

I was wondering if it could not be worked so you would not get hit 
with both barrels. Why can we not use counterpart funds and not 
convert them into United States currency and at least get something 
for those counterpart funds and in that way not be hit by the artificial 
exchange as well as inflation? 

Mr. Murpny. I am sure that you understand that any agency of the 
United States Government would be happy to have the Treasury sell 
it francs at something better than 350 to 1 if they would. 

Mr. Miuuer. Are you sure they cannot just use these francs without 
selling them to you on an artificial exe change rate? 

__ Mr. Murpny. Without special provision of law which would exempt 
the transaction from this provision of section 1415, no. 
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Mr. Miuuer. In the military bill we certainly provided the deutsche- 
marks could be used without any Treasury equivalent. Why can it 
not be done in this bill? 

Mr. Murpny. There was, I believe, in that instance a special pro- 
vision which exempted the transaction from that section, 

Mr. Mituier. Why do we not exempt them? Why be technical if 
it will save the taxpayer some money. We can write it into this bill, 
can we not, Mr. Chairman? 

Mr. PassMan. I should think not, Off the record. 

(Discussion off the record.) 


VALUE OF FRANCS OWNED BY UNITED STATES GOVERNMENT 


Mr. Passman. May we have for the record the amount of francs 
owned by our Government, what departments, where on deposit, and 
an explanation as to why the francs cannot be used in payment of this 
contribution rather than new dollars? 

(The information requested may be found on p. 977.) 

Mr. Jonrs. Mr. Chairman, may I repeat something that I said 
earlier. We will use francs for this purpose if there are any francs 
available, but the United States Government has large expenditures 
in France every month. As you know, we have a very large Military 
Establishment in France. As a matter of fact, there are not a lot of 
francs lying around. They are used and absorbed every month by 
the United States disbursing agents for all kinds of administrative 
expenses. 

Mr. Miuuer. I realize that, but there is such a magnitude of bank- 
ing transactions there that the sum of $2 million might be handled. 
It may be they do not have the money, but if they have the money, 
I think they should use it, and I think if we have to correct it legis- 
latively, we could put such legislation in this bill and get the approval 
of everybody concerned, legislative or otherwise, because we want to 
save money whenever we can. 

Mr. Natcuer. Will the gentleman yield? 

Mr. Miter. Yes. 

Mr. Natcuer. You would be in favor, Mr. Miller, of the use of 
these funds coming before the Committee on Appropriations in the 
House and Senate for approval. You would not want it bypassed as 
far as the Appropriations Committees are concerned, would you? 

Mr. Miuurr. No. I am only seeking to save money by using 
francs rather than having to purchase new francs at an artificial rate. 
I fully realize we cannot get around it by going into the black market 
as a government. An individual may do it but a government cannot. 
But it seems to me that language could be framed in the bill that 
would save paying over this artificial exchange whenever we had the 
money we could use. That is my point. 


MONTHLY RECEIPTS AND PAYMENTS OF UNITED STATES OWNED FRANCS 
IN FISCAL YEAR 1957 


Mr. PassMAN. Please provide the information as to the francs we 
own and the francs that we spent, by the month, for fiscal year 1957. 
Then the committee can decide whether or not the amount of francs 
is sufficient to make a payment. 

(The information requested is as follows:) 
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Mr. Forp. May I ask a question with reference to the 1956 appro- 
priation applied to the building of $2,542,000 as set forth on page 105 
of the justifications. 

I would like to know whether that $2,542,000 was an outright 
dollar appropriation or was any credit taken for the availability of 
any francs which we might have or have had at that time? 

Mr. Jonzs. So far as I know, sir, this was an outright dollar 
appropriation. 

Mr. Passman. Are there any further questions on this item, 
gentlemen? Thank you, Mr. Jones. 


Wepnespay, JuLty 10, 1957. 


Ocean Freicutr (VoLUNTARY RELIEF SUPPLIES) 


WITNESSES 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID STAFF, 
OFFICE OF THE DEPUTY DIRECTOR FOR TECHNICAL SERVICE, 
INTERNATIONAL COOPERATION ADMINISTRATION 

MRS. FLORENCE H. deGONZALEZ, PROGRAM OFFICER, VOLUNTARY 
FOREIGN AID STAFF, INTERNATIONAL COOPERATION ADMIN. 
ISTRATION 


Mr. PassmMan. Our next item is “Ocean freight.’’ We shall insert 
in the record page 107 of the justifications. 
(The information referred to follows :) 


OcEaAN FREIGHT (VOLUNTARY RELIEF)—NONREGIONAL 


An appropriation of $2.2 million is requested for the continued support of the 
ocean freight program. This request is based on actual program estimates sub- 
mitted by the participating voluntary agencies. The program, which has been in 
existence since 1948, provides for the payment of ocean transportation costs of 
shipments of relief and rehabilitation supplies shipped by approved American 
nonprofit voluntary agencies carrying on relief operations abroad. Approved 
agencies are those registered with the Advisory Committee on Voluntary Foreign 
Aid of ICA as well as the American Red Cross. These agencies obtain their 
major support from donations of cash and goods-in-kind from the American 
people. They act as a direct channel of aid and good will from the people of 
America to needy and uprooted people abroad. In view of unsettled world con- 
ditions and their direct relationship to the need for continuing aid of this kind, 
it is expected the program will continue at about the same level at least through 
fiscal year 1960. 

As will be noted from the accompanying table, supplies valued as $32,875,000 
will have been shipped and distributed this fiscal year at a cost to the Government 
of $2.5 million. It is readily seen, therefore, that, in terms of the value of the 
goods furnished and delivered, the cash outlay on the Covernment’s side is multi- 
plied 13 times. These goods include food, clothing, medical and hospital supplies, 
school supplies, handtools for trades and agriculture, and other self-help supplies. 
Many of these goods are donated in kind without any cash contribution to cover 
delivery costs. Hence, the value to the agencies of ocean freight support, with- 
out which the program could not go forward. Congressional recognition of 
this need is evidenced by the fiseal year 1957 appropriation of $2.5 million for this 
purpose, an increase of $1.1 million over the executive branch request. 

In each case, before expending funds appropriated for this program, a formal 
agreement is entered into between the United States Government and the receiv- 
ing government, which guarantees duty-free entry of goods and the payment by 
the receiving government of inland transportation costs from port of entry. 
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Estimated obligations and expenditures 
[Dollars in thousands] 


Fiscal year 1957 


Cumula- 

tive 
through | July 1, 1956,| March 1 to Unex- 
fiscal year | to Feh. 28,| June 30, Total nded 


1956 1957 1957 une 30, 


OD... ct ob necensbiteeteninbasieepe \, $474 » Se boo <anetenns 
RO ere nduipannnbond<asconeesisoces 992 1 : 






















Summary of program 


(Dollars in thousands] 
ete meemeORGc bovciccswulili babdenis deabdeldakudind ~bilehenkdnend 1, 910 
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Detail of program 


[Dollars in thousands] 









Fiscal year Program, Proposed, 
1956 fiscal year fiscal year 
1957 1958 










Ocean-freight subsidies by area: 
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a aes maa eee saictntiiee nacheeiaeameantl 200 300 300 
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Sammary of shipment subsidies: 

Expenditures for ocean freight. .....................------ $1, 910 $2, 500 $2, 200 
Weight of supplies (pounds). .......................---.- 68, 395 90, 000 79, 200 
PUNO OF GUE ok ocnccnesdcmncuccée SA id. baked $25, 170 $32, 875 $28, 930 
























Mr. PassMan. The principal witness is Mr. William H. McCahon, 
Chief of the Voluntary Foreign Aid Staff of the International Coop- 
eration Administration. 

Mr. McCahon, we shall be pleased to hear from you at this time. 


GENERAL 





STATEMENT 


Mr. McCanon. Thank you. With your permission, I have a pre- 
pared statement which I would like to submit for the record. 

Mr. Passman. Without objection, your statement will be inserted 
in the record. 
(The statement referred to follows:) 








STATEMENT OF WirittAM H. McCanon, Carer, VOLUNTARY FOREIGN AID 
Starr, INTERNATIONAL COOPERATION ADMINISTRATION 





My name is William H. McCahon. I am Chief of the Voluntary Foreign Aid 
Staff of ICA and serve also as Executive Director, ex officio, of the Advisory 
Committee on Voluntary Foreign Aid. That committee consists of nine mem- 
bers, all serving without compensation, and is chaired by Mr. Charles P. Taft. 
I have served in this capacity since July 1, 1953, and for 3 years prior to that as 
Associate Chief. In carrying out the responsibilities of this position, I have 
become closely acquainted with the personnel of the American voluntary agencies, 
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and have had an opportunity to observe and obtain a personal knowledge of 
their varied activities abroad. I am convinced that these groups of private 
citizens play an important role in international relations which today is of great 
value to our country. Acting on behalf of the American people, they, as private 
citizens, are extending a helping hand to friendly peoples around the world, who 
through circumstances beyond their control, need our assistance. The request 
we are making represents one material way in which the United States Govern- 
ment indicates its interest in supporting and furthering the overseas activities 
of its own citizens’ groups. 

I appreciate the opportunity to appear before your committee again this year 
to present the executive branch request for $2.2 million to continue this program 
in fiscal year 1958. This is $300,000 less than was appropriated last year for 
this purpose. It should prove adequate, however, since it is based on the par- 
ticipating voluntary agencies’ own estimates of the volume to be moved in fiscal 
year 1958. If approved, the funds would be used to pay the ocean-freight costs 
on shipments of relief and rehabilitation supplies by approved American nonprofit 
voluntary agencies engaged in humanitarian activities abroad. Section 409 of 
the Mutual Security Act of 1954, as amended, defines approved agencies as those 
registered with the Advisory Committee on Voluntary Foreign Aid and the 
American Red Cross. These private agencies draw their principal support from 
voluntary donations of the American people, both in cash and in kind. It has 
been conservatively estimated that their combined constituencies comprise 75 
percent of the American people. There are no United States Government pro- 
curement costs involved here. The goods are supplied by the voluntary agencies 
and represent free donations of the American people. 

It is estimated that supplies valued at $32.8 million will have been shipped and 
distributed this fiscal year at a cost to the Government of $2.5 million. Thus 
each tax dollar spent to pay ocean-freight costs is multiplied nearly 14 times in 
terms of the value of the goods furnished and delivered. The funds requested for 
next year would, on this basis, move goods valued at approximately $29 million. 
These supplies include food, clothing, medical and hospital supplies, school 
supplies, handtools for trades and agriculture, and other self-help supplies. Many 
of these goods are donated in kind without any cash contribution to cover delivery 
costs. Hence the value to the agencies of ocean-freight support, without which 
the program could not go forward. The whole activity is of unique importance 
in terms of its contribution to international friendship and good will because it 
represents people-to-people giving at levels not normally reached by government- 
to-government aid programs. 

In each case, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States and the receiving govern- 
ment under the terms of which the latter guarantees duty-free entry of these 
goods and payment of inland-transportation costs from the port of entry to the 
ulimate point of distribution. The American voluntary agencies, for their part, 
bear the cost of solicitation, processing, warehousing, packaging for export, and 
transportation to United States ports, as well as maintaining United States 
citizen representatives abroad to supervise distribution and to insure that the 
supplies reach the persons for whom they are intended. Thus, the program 
represents a three-way cooperative arrangement between the American voluntary 
agencies, the United States Government, and the foreign governments, with each 
contributing materially to its success. All goods are clearly marked to identify 
their United States origin. These markings bear the United States emblem and 
the wording “Gift of the American People—Ocean Freight Paid by the United 
States Government.” Also, the origin of the supplies is made known to the 
individual recipients through the United States-citizen representatives of the 
agencies resident in the countries of distribution. 

These private agencies are carrying on many other activities and services of 
interest to the United States. They constitute a useful channel through which 
United States agricultural surplus commodities can be distributed to needy people 
abroad. Over the past several years, they have taken on ever-increasing Te- 
sponsibilities in moving substantial quantities of these surpluses. They are also 
active in the fields of technical assistance and refugee resettlement. In the latter 
field, their outstanding services on behalf of Hungarian refugees is still vividly in 
mind. 

The following 31 agencies are those which now benefit from participating in the 
ocean-freight subsidy: American Baptist Relief, American Friends of Austrian 
Children, American Friends Service Committee, American Jewish Joint Distribu- 
tion Committee, American Mission to Greeks, American ORT Federation, 
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American Red Cross, Assemblies of God—Foreign Service Committee, Brethren 
Service Commission, Catholic Relief Services—National Catholic Welfare Con- 
ference, Church W orld Service, Congregational Christian Committee, C /ooperative 
for American Remittances to Everywhere (CARE), Inc., Foster Parents’ Plan, 
Hiefer Project, International Rescue Committee, Iran Foundation, Little House 
of St. Pantaleon, Lutheran World Relief, Mennonite Central Committee, Near 
East Foundation, Pestalozzi Foundation of America, Refuge des Petits, Romanian 
Welfare, Salvation Army, Save the Children Federation, Tolstoy Foundation, 
Unitarian Service Committee, United Lithuanian Relief Fund of America, World 
Relief Commission of the National Association of Evangelicals, and World 
University Service. 

Mr. PassMan. I believe your request is for $2,200,000. 

Mr. McCanon. That is correct. 


1957 APPROPRIATION 


Mr. Passman. Your appropriation for fiscal 1957 was $2,500,000? 

Mr. McCanon. Yes, sir. 

Mr. Passman. The request represents a reduction of $300,000 from 
the sum appropriated last year? 

Mr. McCanon. That is correct. 


OBLIGATIONS 


Mr. Passman. Was all of the $2,500,000 obligated? 

Mr. McCauon. No, sir. As a matter of fact, as of the close of 
business June 30, we have effected a $450,000 saving in the appro- 
priation of last year. 

Mr. Passman. What amount of the fiscal 1957 funds was obligated? 

Mr. McCauon. $2,040,000, I believe. 

Mr. Passman. Then, in effect, the request is for an increase in 
fiscal 1958, or is it being asked that the unexpended and unobligated 
balance be reappropriated: ? That money will revert to the Treasury? 

Mr. Murpny. Yes, sir. 

Mr. PassMANn. The request last year was for about $450,000 more 
than used. Is this a firm estimate for fiscal year 1958? 

Mr. McCauon. We have based our estimate for this year precisely 
on the estimates which these private groups have submitted to us. 
There are variables in the program. One can only do his best in 
estimating, but we have gone to each of these 31 agencies and asked 
them what they thought their potential shipments for the next fiscal 
year would be, and the amount they have submitted is the amount 
we are requesting. 

I think it is to their credit that during the past fiscal year they 
programed wisely, and did not come to us for extra money just because 
it was available. 

Mr. Passman. In effect, this is fixed. If these agencies contribute 
the commodities, a certain amount of money is required to pay the 
freight. 

Mr. McCanon. That is right. 

Mr. Passman. If the needs are overestimated, the money is re- 
turned to the Treasury? 

Mr. McCanon. That is correct. 

Mr. Passman. Mr. Alexander? 
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SHIPPING IN AMERICAN BOTTOMS 


Mr. AtexanpDER. What shipping lines are used? Are they American 
* well as all other mutual-security countries? Is there any bidding 

one? 

Mr. McCanon: The arrangements, as you probably know, are 
made by the individual private agency. The percentage of shipments 
in United States bottoms is roughly 60 to 65 percent, and the balance 
is in foreign bottoms. There is no requirement that they be shipped 
in United States bottoms, but the agencies through experience Co 
found it is good practice to use American ships. 

Mr. PassmMan. Will the gentleman yield? 

Mr. ALEXANDER. Yes. 


PREFERENTIAL FREIGHT RATE TO CHARITABLE ORGANIZATIONS 


Mr. Passman. There is a fixed tariff, with fixed rates? 

Mr. McCauon. Except these charitable agencies in some instances 
get preferential rates. 

Mr. Passman. But there is no way to reduce the rate except as a 
charitable concession? 

Mr. McCauon. That is right. 

Mr. ALexanperR. The preferential rate, does it assist the charitable 
organization, or does it help the fund that you are requesting? 

Ir. McCanon. It saves money of the appropriated funds. 

Mr. ALEXANDER. Is there a difference in rates of different lines, or 
is the rate standard? 

Mr. McCauon. The rates are standard, but some concessions are 
given by some conferences. 

Mr. AtexanpeEr. That is all except for this one question. 


VALUE OF GOODS SHIPPED 


I notice in the statement here that you are asking for $2.2 million, 
but you expect to spend this year $2.5 million. Is that right? 

Mr. McCanon. In 1958, sir? 

Mr. ALEXANDER. Yes. 

Mr. Passman. They asked for $2.5 million. They were able to 
spend only $2,040,000. The balance reverts to the Treasury. The 
estimate is that $2,200,000 will be spent in fiscal 1958. Any portion 
remaining unspent shall be returned to the Treasury. This is a fixed 
item, completely. 

Mr. ALEXANDER. But, as will be noted from the accompanying 
tables, supplies valued at $32,875,000 have been shipped and dis- 
tributed in this fiscal year at a cost to the Government of $2.5 million. 

Mr. PassMan. The tables were prepared before it was determined 
the money would be on hand to be returned to the Treasury. These 
justifications are 6 months old. 

Mr. McCanon. This was used to show the multiplier of the dollars 
appropriated resulting in 14 times the value of the goods delivered 
in these countries to needy people. 

Mr. ALExaNpDER. Thank you. 

Mr. Passman. Mr. Wigglesworth. 

Mr. Wiacteswortn. Are there any foreign currencies in any form 
that are available for meeting this requirement? 





983 


LOCAL GOVERNMENT CONTRIBUTION TO PROGRAM 


Mr. McCanon. Not for the ocean freight, but in each of the areas 
where these funds are used to pay ocean freight we have agreements 
with the foreign governnents which provide two things on their part. 
One is that they agree to admit these goods duty free, No. 2, they 
commit themselves to pay the inland transportation costs to the ulti- 
mate point of distribution. Inland transportation costs and related 
costs such as warehousing, et cetera. 

So the government whose people are receiving these supplies has a 
definite interest and is making a material contribution to the program 
through the provision of its own funds for internal transportation 
costs. 

Mr. Wiaateswortu. I have no further questions, Mr. Chairman. 

Mr. Passman. Thank you very much, Mr. McCahon. 

Mr. McCanon. Thank you, sir. 


WEDNESDAY, JuLy 10, 1957. 


MALARIA ERADICATION PROGRAM 


WITNESS 


DR. EUGENE P. CAMPBELL, ACTING CHIEF, PUBLIC HEALTH DIVI- 
SION, OFFICE OF PUBLIC SERVICES, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 


Mr. PassmMANn. Next is the malaria eradication program, a new 
program. 

We shall insert page 119 of the justifications. 

(The information referred to follows:) 


MALARIA ERADICATION PROGRAM—NONREGIONAL 
I. SUMMARY 


The program in brief.—The following is a proposal that the United States Gov- 
ernment, through the International Cooperation Administration, participate in a 
5-year worldwide program to eradicate malaria in collaboration with the nations of 
the free world and the World Health Organization, the Pan American Sanitary 
Organization, and the United Nations Children’s Fund. 

Economic aspects.—Malaria is one of the greatest deterrents to economic 
progress, being responsible for low labor efficiency, high absentee rates, low rate of 
capital investment, low learning capacity, and neglect of natural resources. 

he conversion of present malaria control programs to malaria eradication will 
increase the per capita costs during a 5-year period, but the savings after this 
period will more than pay for the increase by making continued control expendi- 
tures unnecessary. 

Technical feasibility—The technical practicality of malaria eradication is 
attested to by the Public Health Division of ICA, the United States Public Health 
Service, the International Development Advisory Board, the World Health 
Organization, the Pan American Sanitary Organization, and the United Nations 
Children’s Fund. Furthermore, unless this unique opportunity is exploited 
without delay it may be lost due to development by mosquitoes of resistance to 
the insecticides that now make eradication technically and economically possible. 

Political value-—Aniimalaria work has repeatedly proven to be one of the most 
highly welcomed and appreciated activities by the large numbers of people bene- 
fited. This program would be certain to win tremendous numbers of friends for 
the United States at all levels. 

Program participation.—The actual participation of more than 60 free nations 
to date ond the eclared intentions of most nations at the 1955 World Health 
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Assembly meeting justifies the anticipation that other countries will participate 
in the funding of this program on a basis of 3 to 1 or better in the next 5 years, 


Estimated obligations and expenditures 


[Dollars in thousands] 


Fiscal year 1957 

through Ss a 

fiscal year 
1956 


July 1, 1956, Mar. 1 to lu nexpended, 
to Feb. 28, | June 30, 1957 Total June 30, 1957 
1957 


| | 
| Cumulative | 
| | 
abd ie 





Obligations ji gpeeeksaattin onsen page setiwadee’ XXX 
Expenditures. ..................- J--n-wons--0-e| bile b nhl VEtha die 0 <p adh deciebed rey 


Summary of program 
Fiscal year 1956 5 es {‘7 — (1) 
Fiscal year 1957_---- ooEEe eam hia ob in mag ‘) 


Proposed fiscal year 1958_-------- % ..-. ? $19, 400 


1 Included in appropriate individual country and regional programs reflected elsewhere in this presenta- 
tion. 
2 Excludes $3.9 million included in individual country programs justified elsewhere in this presentation, 


Detail of program 
{Dollars in millions] 
Fiscal year 
Bilateral programs: 


fadbnddio.. ea 

Undistributed by ‘country: 
Near East and south Asia-. Reditoe 
Far East-- Dpetin euuunraak nedtemberaeneek 
i ce . 


Subtotal 


Contributions to multilateral organizations: 
World Health Organization (WHO) ial chi 
Pan American Sanitary Organization (PASO). 


iit ncn dnsingiiokcietn atten 


SE eet Acdhdd doko id 119.4 
1 Excludes $3.9 million included in individual country programs justified elsewhere in this presentation. 


Mr. Passman. Our principal witness this morning is Eugene P. 
Campbell, M. D., Acting Chief of the Public Health Division, Inter- 
national Cooperation Administration. 


GENERAL STATEMENT 


Dr. Campbell, do you have a prepared statement for the record? 

Dr. CampBELL. Yes, sir, I do have a copy of the full project descrip- 
tion and a prepared statement. 

Mr. PassMan. Without objection, your statement will be inserted 
in the record. 

(The statement referred to follows:) 
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STATEMENT BY EUGENE P. CampBELL, M. D., ActTiING Cuter, PuBLIC HEALTH 
Division, INTERNATIONAL COOPERATION ADMINISTRATION ON MALARIA 
ERADICATION 


Malaria is the world’s greatest health problem, attacking more than 200 million 
ersons a year in some 60 countries and territories of the world, and is responsible 
or killing more than 2 million people—equivalent to destroying a city the size of 

San Francisco yearly. It is a main cause of chronic anemia, physical disability 
and mental lethargy, resulting in low productive capacity of labor and retarded 
economic development. 

The United States, through the bilateral programs of the International Coopera- 
tion Administration and its predecessor organizations, has been engaged in an 
attempt to control and minimize this disease in some areas of the world for 14 
years. Now, for the first time, with the discovery of insecticides such as DDT and 
dieldrin and the perfection in housespraying in malarious areas, the opportunity 
presents itself of eradicating rather than merely controlling this disease. The 
feasibility of eradication has been definitely established by the success of the 
programs to eradicate malaria which have been carried out in the United States, 
Venezuela, Puerto Rico, Italy and other countries. 

As long ago as 1955, a proposal to attack and eradicate the disease on a world- 
wide basis was advanced in the World Health Organization Assembly in Mexico 
City and was subscribed to by all the member nations, including the United 
States. During the last 2 years, however, studies have indicated an increasing 
resistance of the malaria-carrying mosquitoes to the new insecticides which means 
that we must move immediately in a major effort if the opportunity is not to be 
lost. Active research is underway by many interested manufacturers to discover 
new and more efficient insecticides, but the results of this research are little more 
than hopes at this time. 

In 1956, a detailed study and analysis of eradication was made by the Inter- 
national Development Advisory Board, utilizing the services of America’s top 
malariologists. The recommendations contained in their report are in essence 
that the United States Government through the ICA embark on an expanded 
program of malaria eradication over the next 5 years in collaboration with the 
various international organizations already engaged in this activity. 

The International Cooperation Administration has made an intensive and 
extensive study of malaria eradication and finds that it is technically and admin- 
istratively feasible to achieve this goal. A proposal has been developed which 
outlines the salient technical features, points out the legal necessities and esti- 
mates the funds needed over a 5-year period of United States participation. 

Aside from purely technical considerations, three important conditions must 
be met if success is to be achieved: 

(1) The program must be truly interregional as well as intraregional for the 
malaria-carrying mosquito recognizes no political boundaries. Fortunately, the 
international organizations such as the World Health Organization and the Pan 
American Sanitary Organization have effective collaboration with governments 
in areas where ICA programs do not exist. 

(2) The program once begun must be carried through to its completion. 
Eradication is an ‘‘all or nothing’’ matter. 

(3) The program will succeed only through a major concentrated effort within 
the minimum time limt in which the United States joins its resources and technical 
competence with other nations and international organizations in a carefully 
coordinated single and, at the same time, joint attack on this scourge. 

For practical purposes, the 5-year target for malaria eradication is sound and, 
on the basis of our best estimates, the total cost—excluding Africa south of the 
Sahara and 1 or 2 other inaccessible places—will be approximately $515 million 
over a 5-year period. 

It is anticipated that the governments of the malarious countries will spend the 
equivalent of approximately $364 million from their own resources. The World 
Health Organization, the United Nations Children’s Fund and the Pan American 
Sanitary Organization, will be able to spend approximately $42 million. We are 
proposing that the United States be prepared to provide the balance of up to $108 
million which will be required to do the job and which must be forthcoming from 
other than the above listed sources. (See table 1.) 

For fiscal year 1958, the first year of the 5-year program, we are requesting 
$23.3 million for malaria eradication purposes including the conversion of present 
control programs to eradication, the institution of new bilateral programs, and 
appropriate contributions to the eradication activities of the international organ- 
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izations, WHO and PASO. A summary of the funding for {the past 2 years 
compared to this proposal is contained in table 2. 

The specific amounts to be requested in future years will depend in each in. 
stance on annual assessments of accomplishments to date. It should be noted 
at this point that malaria eradication is more costly in the short run than malaria 
control programs which have averaged something over $10 million annually for 
the last several years. In the long run, however, the advantages of eradication 
from a financial point of view are obvious when compared with the indefinitely 
continuing cost of control. 

Personnel requirements for this program have been carefully studied. We 
now have 19 trained technicians working in 13 countries and 1 working in Wash- 
ington. We estimate it will be necessary to increase this number to approximatel 
40 to work in 24 countries during the peak year of activity, 1960 or 1961. It will 
also be necessary to employ four persons in Washington. 

As we achieve eradication in various countries and the host country nationals 
can assume all the continuing responsibilities, certain of the Americans will either 
be moved to other areas or be returned to the United States and to their former 
occupations. The grades for these technicians will range between FSR-7 through 
FSR-2 with the greatest need at the FSR-5 level. 

This is a completely unique moment in the history of man’s attack on one of 
his oldest and most powerful disease enemies. Failure to proceed energetically 
might postpone malaria eradication indefinitely. A strong push now would 
undoubtedly be an excellent investment for all concerned, including the United 
States. We, therefore, are requesting in the Mutual Security Act for fiscal year 
1958 the authority to utilize funds available in the act in such amounts and 
through such means as may be required to move forward energetically with this 
program in fiscal year 1958. 


TaBLeE 1.—Summary: Estimated funding (all sources) for malaria eradication by 
fiscal year 
{In millions of dollars] 


Fiscal year | Fiscal year | Fiscal year | Total costs, 
1956 1957 1958 fiscal years 


60 Nations of free world! (exclusive of the 
United States) 
TH 


WHO 
UNICEF 


ICA: 
Bilateral programs 
Special grant to WHO 
Special grant to PASO 











1 Figures do not coincide in all cases with United States fiscal years. 
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Mr. PassmMan. Doctor, would you care to summarize the statement? 

Dr. CaMpBELL. Yes, sir. I can make a general statement. 

We are prepared, as you know, with complete descriptions of our 
project in the book. I can give a short summary of this project. 


INCIDENCE OF MALARIA 


I believe you all know that malaria is still the most important 
single cause of illness and death in the world. Malaria still causes 
between three and four hundred million clinical cases of malaria a 
year in the world and more than 2 million deaths. 

In other words, it is equivalent to destroying a city the size of San 
Francisco every year. ‘This is the cost we pay for malaria. 

It has probably been well said that where malaria fails to kill it 
enslaves people. We know that it is one of the biggest economic 
drains that we have throughout the world. 

Mr. Lannam. Where is the principal center of infection? 

Dr. CampseEtu. I have some charts, sir, that might orient us along 
that line. This chart shows by dark green color where in the world 
today malaria is found. You will notice it is not found in the United 
States. The United States as a matter of fact, is one of the principal 
areas of the world where malaria has been eradicated. 


DIFFERENCE BETWEEN CONTROL AND ERADICATION OF MALARIA 


Mr. Forp. What is the difference between control and eradication? 

Dr. CampsBe.u. In the control of malaria traditionally we have 
tried to control it within the limits of our resources to keep it as small 
a problem as far as health is concerned as possible. During the war 
we began to realize that there was a possibility of eliminating this 
disease. We did so in the United States. 

About 1950 we realized that the big push we put on during the war 
in the United States resulted in eradication. In other words, at this 
time in the United States we have no malaria to speak of except that 
which is brought in. It does not get started as an epidemic because 
of the peculiar epidemiological fact that once you get malaria down 
to a certain point it dies out automatically. It is a bit like the pilot 
light on your gas stove. If there is not quite enough gas coming 
through the line, the pipe is not quite right, it goes out. 

If you get malaria down to this point, it eliminates itself, You have 
to keep a surveillance type of control after that. 

However, to get it to that point is what we are talking about today 
around the world, to give it a big push and really get rid of this 
scourge. 

HUMAN CARRIERS OF MALARIA 


Mr. Mitier. Doctor, when you talk about eradication and control, 
and the fact that it will die out after you get it down to a certain 
level, does that mean the existence of the mosquitoes or the human 
carriers that transmit it? In other words, do you have to eradicate 
the mosquito or can you eradicate it by doing away with the human 
disease? 

Dr. CampBELL. I am glad you asked that, sir. This program 1s 
not a program to eliminate mosquitoes. We are eliminating a disease 
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of which the mosquito is one link in the chain. We have learned 
that the vulnerable point in breaking the chain is in the relationship 
between the mosquito and the human being. 

Mr. Miter. The mosquito transmits the disease from one human 
to another? 

Dr. CAMPBELL. Yes, sir. 

Mr. MitutEr. The mosquito itself, if it does not have a human 
subject to contaminate it, would not be a disease bearer? 

Dr. Campse.u. That is correct, sir. The human being is the 
reservoir. It is not transmitted to other animals. The human types 
of malaria only infect humans. There are other types of malaria in 
birds and reptiles, but they do not infect human beings. We have 
found a critical point or most susceptible point by eliminating a 
certain kind of mosquito down to a certain level and then treating 
the people with drugs, by that means we can reduce the level of 
malaria to a‘point where it will die out. 

Mr. Miter. In other words, if one of these mosquitoes, anopheles 
mosquito, bites person X, who does not have malaria, it does not 
affect X if the mosquito is a clean mosquito. 

Dr. CampsBEtt. That is right. 

Mr. Miter. Now it bites X, who does not have malaria, and it 
can bite person Y and person Z and still it does not carry anything. 

Dr. CampBELL. That is right. 

Mr. Miter. The problem is to eliminate the germs in human 
carriers rather than eliminate the mosquito? 

Dr. CAMPBELL. Yes, sir. 


USE OF DRUGS 


Mr. Miter. Since the days of World War II and early Korea, the 
Army medical people tell us they have a drug or pill or something that 
is a real eradicator of malaria, even the long, lingering variety. 

Dr. CAMPBELL. Yes, sir. 

Mr. Mituer. Do you agree with their point of view on that? 

Dr. CaAmpBELL. Yes, sir. There are several drugs that are useful 
in this respect in treating human beings. The thing that has made 
this practicable is this. May I go back a moment to make this picture 
complete. Before the war and during the war we were using a 
method of control which was ditching, doing away with swamps, and 
that type of control, using paris green, et cetera. It was very expen- 
sive. The pre capita cost was very high. 

Mr. Mitier. That was killing mosquitoes? 

Dr. CAMPBELL. Yes, sir; eliminating breeding places for mosquitoes. 
Then came new drugs during and after the war, atabrine, chloroquine, 
pyrimethamine at the present time, and a series of others, the dis- 
covery of the use of DDT, and now other insecticides since then, so 
that we have 2 very important approaches to this disease, 1 in the 
human and 1 to break this transmission chain by house spraying with 
these insecticides. We are using all methods or applying all methods 
to this particular problem. 

Mr. Miuuer. How expensive are the new drugs, the improvements 
on atabrine, et cetera? 

Dr. Campbell. They vary in their cost, but from the standpoint of 
the use prophylactically, the cost is in pennies. It is very small. 
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Mr. Miuter. Is there a large supply available? 

Dr. Campse.u. Yes, sir; and it can be produced in large quantities 
and they are not very expensive. Our problems are in terms of the 
toxicity of the drug, the studies as to their effectiveness, long range, 
and so on. These factors are all being studied in the new drugs, 

Mr. Mituer. The new drug goes further, am I correct in this, than 
atabrine? For instance, atabrine as used in World War II would 
prevent certain types of infection, but in others it served only to arrest 
the disease and when the patient, if he was infected, ceased taking 
atabrine, illness would develop. 

Dr. CAMPBELL. Yes, sir. 

Mr. MitieEr. Does the new drug meet that situation? 

Dr. CampBE.Lu. Yes, sir. We have several new drugs. There is 
a cycle of growth of the malaria parasite in the human beings and 
certain drugs work best at certain parts of this cycle. We have drugs 
now that work on pretty nearly every part of that cycle. 

Mr. Mituer. That is a wonderful medical step. Thank you. 


MAJOR FINANCING OF PROGRAM FROM SPECIAL ASSISTANCE FUNDS 


Mr. PassMaNn. The request for the program is $19,400,000 plus 
$3,900,000 included in individual country programs? 

Dr. CAMPBELL. Yes, sir. 

Mr. Murpnuy. May I explain this. This is the last remaining item 
in the special assistance appropriation of $300 million that was 
specifically programed. We have disposed of $81 million of that $100 
million program, and this $19.4 million makes the $100 million that 
was speciiically earmarked. 

Mr. Passman. But the total for the program for fiscal 1958 is 
$23,300,000. 

Mr. Murpny. That is right. 

Mr. Passman. This will be from the special assistance program? 

Mr. Murpuy. $19.4 million will and the balance is out of the 
country programs we have already covered. 

Mr. PassmMAn. $19.4 million from the special assistance program? 

Mr. Mourpnry. That is right. 


UNITED STATES CONTRIBUTION TO TOTAL PROGRAM 


Mr. Passman. What percentage of the total contribution would be 
made by the United States? 

Dr. Campse.u. The whole program of a 5-year nature we calculate 
to cost about $515 million. Of that $515 million we anticipate, and 
from the evidence so far of the contributions of the host countries, 
they will contribute approximately $364 million out of the $515 
million. 

Mr. Wieciesworta. The host countries? 

Dr. Campspe.u. In terms of United States equivalent, the host 
countries will appropriate in their own countries and in their own 
money about $364 million of the $515 million. 

Mr. PassmMan. This program is expected to be completed within a 
5-year period? 

Dr. CaMpBELL. Yes, sir. 

Mr. Passman. What percentage of the total expenditures for fiscal 
year 1958 will be United States dollars? 
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' Dr. CaMpBELL. $23.3 million out of a total cost of about $107 
million. 

Mr. Passman. We are contributing about 21 or 22 percent of the 
total. 

Dr. CamMpBELL. Yes, sir. 


NUMBER OF PARTICIPATING COUNTRIES 


Mr. Passman. How many nations are participating in the program? 

Dr. Campse.i. Eighty-eight nations are participating in the 
World Health Organization, 60 nations are malarious nations, and 
those nations are contributing money to their own programs and 
coordinated with the WHO and the Pan-American Sanitary Organ- 
ization. 

Mr. PassMan. Are other nations contributing to the total fund, or 
is the contribution limited to the individual country? Consider 
country X, for example, which is making a contribution to the pro- 
gram, but is that contribution for use only in country X, or does the 
money go into a general fund for distribution where the need is 
greatest? 

Dr. CampBELL. There are two special accounts, or general funds. 
There is one in the WHO that was established in 1955 in Mexico called 
a Special Malaria Account, established to receive contributions from 
countries that can be applied to this program. 

There is at the present time $125,000 in that account. 

The Pan American Sanitary Bureau established a special account 
in 1954 in Santiago, Chile, and they have funds in that account in this 
hemisphere which they are applying. 

The United States has contributed to the Pan American Sanitary 
Organization and we propose through this project to contribute some 
to the WHO, and the Pan American Sanitary Ov zanization also. 


POSSIBLE PROGRAMS FOR ERADICATION OF OTHER DISEASES 


Mr. Passman. You established earlier that malaria is one of the 
diseases which claims more lives than most others; but if we get 
started with this half billion dollar program, I wonder if similar re- 
quests might not be made for other programs, covering other diseases? 

Dr. Campese.tu. Those diseases exist, and I must say that they are 
a very grave problem. I would say we have not reached the stage 
of technical competence to consider a project on the basis as we are 
considering malaria eradication in any other disease we know of. 

Mr. Passman. If we proceed with this contribution going into 
hundreds of millions of dollars, some other group might endeavor to 
establish a similar program for other diseases, and this could con- 
ceivably be costing us billions of dollars. 

Mr. Gary. In that connection, some years ago I was president of 
the Virginia Tuberculosis Association and at that time we had the 
seal sale for tuberculosis, which is still in effect. Since that time we 
have established voluntary funds for practically every disease under 
the sun. We have heart disease, we have multiple sclerosis, we ave 
the crippled children’s fund, and others, all of which are most. com- 
mendable causes, but now it is getting to a point that we have a solici- 
tation in the city of Richmond nearly every week for some fund for 
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the treatment and eradication of some particular disease, with the 
result that the people are getting very weary of solicitations. 

I have advocated, and | believe in some places they have combined 
the various diseases into one fund which I think is proper. I am won- 
dering, just as the chairman has suggested, if we are going to follow 
the same policy here and open up this malaria eradication program to 
be followed with separate programs for tuberculosis and the various 
other diseases, so that eventually we will have a number of programs 
operating instead of one health program under the World Health 
Organization. 

It seems to me that handling these various programs in one general 
health program rather than as separate programs you would do away 
with a lot of overhead expense, and also accomplish better results. 
1 would be somewhat fearful that we might follow the same practice 
in this special contribution program here that has been followed in 
the voluntary contributions in our own country. 


TOTAL UNITED STATES COST OF MALARIA ERADICATION PROGRAM 


Mr. Passman. We should take into account that we are embarking 
upon a half-billion-dollar program for this one disease, with the 
United States contribution over a period of 5 years being some 65 
percent of the total? 

Dr. CamrsBeti. About $108 million, or 21 percent of $515 million. 

Mr. PassMaNn. I thought you said i the total was $315 million. 

Dr. Campse Lu. $364 million contributed by the local countries, 
and we are providing over a 5-year period about $108 million to the 
$515 million. 

Mr. Passman. Would not it have been clearer to have stated the 
amount which would be required? We are looking at a figure here 
showing $515 million. 

Dr. CAMPBELL. Yes, sir. 

Mr. Passman. I am still at a loss as to how it was determined that 
60 nations of the free world, exclusive of the United States, will 
contribute $325.2 million, while our contribution is $108 million. 

Also included under Public Law 480 and other sources, is an addi- 
tional $39.6 million, which in effect is a grant. 

I do not think any of us entertains an idea that these loans are 
going to be repaid; if any at all, very few. 

Instead of our cost being $108 million, it is that amount plus $39.6 
million? Would not that be your understanding? 

Mr. Murpuy. There is the 

Mr. PassmMan. That total amount would be $148 million if we 
include the other item of $39.6 million? 

Mr. Murpny. Yes, sir. 


UNITED STATES CONTRIBUTION TO WORLD HEALTH ORGANIZATION AND 
UNICEF 


Mr. AuexanperR. Mr. Chairman, I think it might be interesting 
also to get the percentage that the United States pays to the World 
Health Organization and UNICEF into the record, sir. 

Mr. PassmMan. Please state for the record the amount we are con- 
tributing to the World Health Organization? 
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Mr. Murpny. We shall be glad to insert that information. 

(The information requested follows:) 

In 1957 the United States contributed $3,867,610 to the WHO, which amount 
was determined to be 33 percent of the WHO budget. 

In 1957 the United States is contributing $10 million to the central account” of 
the United Nations Children’s Fund with the understanding that this amount 
will represent 55 percent of the total amount to be contributed. For 1958 it has 
been proposed to contribute 52.5 percent of the central account. 

Mr. PassMan. In any event, there is a request for the $23.3 
million for fiscal 1958, and this is the item we are now considering. 


INCIDENCE OF MALARIA 


Mr. Gary. Dr. Campbell, do I understand from your remarks that 
malaria has become a greater scourge today than tuberculosis? 

Dr. CAMPBELL. Yes, sir. 

Mr. Gary. It is more prevalent; is it? 

Dr. CAMPBELL. Yes, sir; it is a greater cause of illness and death 
than tuberculosis. 

I would like to refer for a moment to these charts which I have 
with me. 

Mr. PassMAN. Do the charts reflect the world population? 

Dr. CAMPBELL. Yes, sir. 

Mr. Passman. I read data recently showing the world population 
figure as 2.8 billion, but you show the total at 2.65 billion. 

Dr. CampsBE... Yes, sir. I think that you can find a 10 percent 
variation in the actual number of people in the world, depending 
upon where you go to get the figures, but it is in that order of magni- 
tude; yes, sir. That gives, roughly, the number of people in the 
countries where malaria is in existance, and the number of deaths. 

Mr. Forp. Mr. Chairman, may I ask a question at that point? 

Mr: PassmMan. Surely, 


PROGRAM IN IRON CURTAIN COUNTRIES 


Mr. Forp. | notice in your charts in the justification book the 
listing of certain countries where the disease is most prevalent as in 
the Far East, for example. 

Dr. CAMPBELL. Yes, sir. 

Mr. Forp. I would assume that the disease would exist in areas 
behind the Iron Curtain countries, or behind the bamboo curtain 
countries as well? 

Dr. CAmpPrELL. Yes, sir. 

Mr. Forp. How do we control it from without? Admittedly, we 
have no control from within. What happens there? 

Dr. CamprE.u. The Iron Curtain countries are members of the 
WHO, and they are contributing members to the WHO. 

I was a member of the United States delegation at Geneva in May 
of this year, and attended some of the scientific sessions with the 
people behind the [ron Curtain. 

They are busily trying to control malaria in the same technical 
way that we are doing it outside the Iron Curtain. 

Mr. Forp. Will our program be a participating program behind the 
Iron Curtain? 
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Dr. Campseui. Most of our program is in the bilateral programs 
that the ICA has with various countries around the world. The part 
that. we play with WHO and the Pan American Sanitary Bureau 
would impinge upon this problem that you speak of. 

Mr. Forp. Is their program behind the Iron Curtain effective 
enough or is it so ineffective that it would destroy the benefits of our 
program? 

Dr. Campse.u. No, sir; I feel as though they have essentially the 
same drugs and insecticides that we are using. 

They know how to apply them and we know through the WHO that 
they are interested in doing this in those countries. 

There was a question asked about the difference between control 
and eradication, and I think that possibly it would be helpful here 
to show this chart. 


ECONOMIC BENEFITS FROM CONTROL OF MALARIA 


This disease cost this country at least half a billion dollars a year 
prior to its eradication. It was estimated, and estimated conserva- 
tively, to cost us a half billion dollars a year, and its cost to control 
per capita was going on and on and on. Control means keeping it to 
a certain level. We propose in this project, and we are sure techni- 
cally and administratively that this can be done, a big push that will 
raise the per capita cost and possibly double it for this period of time. 
It will then be reduced to the point of a surveillance cost. In all of 
these countries they can handle their own surveillance cost which 
will be less than the control cost, as you see, so that there will be a 
resultant savings as indicated. 

Mr. Gary. Off the record. 

(Discussion off the record) 

Mr. Passman. The charts are in the record? 

Dr. CampBeE.u. This one is not in the record. 

Mr. Gary. What is that chart? 

Dr. Campsetu. This chart is one example of one of the economic 
benefits of malaria control in the country of Afgbanistan. At Geneva 
I talked to the man who did this work, and who was involved in the 
work in Afghanistan. We have had a program in this country, and 
have helped them out. It shows up in immediate tangible benefits 
locally when malaria is really controlled. 

Mr. Miuter. That is occasioned by losses of time? 

Dr. CampsBewu. Yes, sir; loss of time primarily. 

Mr. Mier. As in the case of military activities when whole 
commands would come down with it? 

Dr. CampBELL. Yes, sir; that is exactly right, sir. 

Mr. Passman. Mr. Natcher, do you have any questions? 


PROGRAM IN GHANA 


Mr. Narcuer. Doctor, what program, if any, do you have under- 
way in the country of Ghana at the present time? 

Dr. CampBeLL. We do not have a program in Ghana at the present 
time, but the Director General of Health talked to me about it at 
Geneva while we were there together, and he wants to have a coop- 
erative program with us in Ghana. 
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We do not have an official request from Ghana at the present time. 

Mr. Natcuer. Do you have any request from Malaya at the 
present time? 

Dr. CampBe.u. No, sir; not from Malaya. 

Mr. Natcuer. The situation in Africa would be serious, from the 
standpoint of malaria? 

Dr. CampBe.u. Yes, sir; we have considered malaria as a special 
problem within this area. There are a number of plans for study of 
particular problems within Africa and we feel that it offers nothing 
unusual to us. It is more a matter of logistics and tactics, and if we 
just get in there, we can do it. We have investigated it, I think, 
very thoroughly. 

Mr. Narcuer. That is all, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth, do you have any questions? 


TOTAL UNITED STATES COST OF PROGRAM 


Mr. Wiacieswortu. From the dollar and cents standpoint, I un- 
derstand the overall program which is contemplated totals $515.2 
million? 

Dr. CampsBe.u. Yes, sir; that is for the entire project of 5 years 
duration. 

Mr. WiaGLeswortH. When you speak of this as a 5-year program, 
do you start with 1956 or 1958? 

Dr. Campsetu. As far as the United States is concerned, we are 
starting in 1958, and our part is the $23.3 million of the $107.2 million. 


TOTAL UNITED STATES FUNDS CONTRIBUTED TO PROGRAM 


Mr. Wieeinswortu. From an overall standpoint, the total cost 
of $515.2 million seems to break down to $325.2 million for the 60 
nations of the free world, excluding the United States? 

Dr. CAMPBELL. Yes, sir. 

Mr. Wiecieswortn. These are all malaria countries, and recipient 
countries? 

Dr. CampBe.u. Yes, sir. 

Mr. WiGae.eswortu. Then, there is a $10 million item from the 
World Health Organization? 

Dr. CAmpsBeE.u. Yes, sir, from the regular budget of WHO. 

Mr. Wiceteswortn. To which Uncle Sam, of course, contributes 
a certain percentage. I forget just what it is at the moment. 

Dr. Campseuu. One-third. 

Mr. Wiacatesworts. Then from UNICEF there is a $32 million 
contribution to which Uncle Sam contributes how much? 

Dr. Campsxu.u. I cannot tell you exactly. 

Mr. Murpny. It is approximately 70 percent, as I recall yesterday’s 
testimony. 

Dr. Campse.y. Excuse me. It is below that. 

Mr. Murpuy. Is it? 

Dr. CampBe tu. It is 55.5 percent in 1957. 

Mr. WiaGcieswortH. Then there is ICA with a total contribution 
of $108.4 million, including a special grant to the World Health 
Organization of $17 million, and a special grant to PASO of $8 million. 

What do those initials stand for? 

Dr. Campsetu. Pan American Sanitary Organization. 
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USE OF PUBLIC LAW 480 FUNDS FOR PROGRAM 


Mr. WieeteswortH. Then you have an item of $39.6 million 
entitled ‘Loan capital, Public Law 480, and/or other sources.”’ 

What is that? 

Dr. Campse.u. There are a number of other sources. of local capital 
ii various countries that I have worked in, and there are available 
funds—international funds—that a country can use on a loan basis, 
and use them for purposes which they justify, of course, 

They pay back these funds, of course, with interest. 

Mr. WieateswortH. To what extent is this loan capital to be 
provided by this country? 

Dr. CampBeu. Well, | think a large part of it will be the Public 
Law 480 available capital, and if the country decides, with the United 
States, to use some of these available local funds that are generated to 
be applied to malaria control, they can use up to the limit of the funds 
that are available to them. We know that the available funds are 
very large in their amount, and by estimating from country to country 
the possibilities of using these funds, we figure that this is a very 
practical figure. 

Mr. Wiceteswortn. However, most of the $39.6 million would 
come from Public Law 480 funds? 

Dr. CAMPBELL. Yes, sir. 

Mr. WiaGLesworts. So far as 1958 is concerned, you are request- 
ing $19.4 million in addition to $3.9 million which is included in 
individual country programs, giving a total of $23.3 million? 

Dr. CAMPBELL. Yes, sir. 








PERFORMANCE IN FISCAL YEAR 1957 








Mr. Wiacieswortnh. That compares with the current fiscal year 
where whatever work was done was performed under the individual 
country programs; as I understand it. Is that right? 

Dr. CampBELL. Yes, sir. 

Mr. Wieeieswortu. The figure for fiscal 1957 was $10.2 million, 
was it not? 

Dr. Campse.u. The figure is $10.2 million; yes, sir. 

Mr. WiaGLeswortH. Why was there less contributed and less work 
done in 1957 than in 1956? I judge that to be true from the table | 
of your statement? 

Dr. CampBe.tt. Yes, sir. There was a difference of about $1 
million in the program between 1956 and 1957. I believe that one of 
the factors that goes into this picture is this: A number of the bilateral 
cooperative programs that we have had in this hemisphere for several 
years on a control basis had been turned over to the host countries, 
and we had left this control matter with the country. 

Mr. Wiae.Leswortu. While it is true that ICA contributed $10.2 
million in 1957 as compared with $11.9 million in 1956, it would appear 
from this table that in 1957 there was no contribution from any of the 
60 recipient nations nor from the World Health Organization, nor 
from UNICEF. 

Dr. CampBE.u. It would appear that way; yes, sir, but I should say 
that the program of eradication was going on. We were in parts.of an 
eradication program in 1957, and we only knew informally the amounts 
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of money that were being applied to malaria around the world. In 
1957 the funding problems of the host countries—we do not have a 
complete idea of how much money they actually have spent around 
the world. 

Mr. WiaGLeswortu. In other words, the blanks on this table do 
not mean that there was no contribution? 

Dr. CampBELL. Yes, sir; that is exactly right. 


DERIVATION OF ANNUAL COST OF PROGRAM 


Mr. WieG.eswortH. How do you arrive at the annual cost of this 
program? 

Dr. CampBe._. We have built this project up in terms of parts, one 
part being to assess the abilities of the host countries to not only 
appropriate, but also where we can find out exactly what they are 
appropriating. 

We are quite successful in this effort. We are also in daily com- 
munication and we work daily with the WHO and the UNICEF so 
that we know on a daily basis and on a monthly basis what those 
organizations are applying toward this program and toward the con- 
trol of this disease. 

Mr. WiaaieswortH. How do you decide how much money you 
are going to put into this program in 1958? Why do you say $107 
million, and not $200 million or $50 million? 


UNIT COST OF PROGRAM 


Dr. CampsE.u. Well, there are about 600 million people at risk 
in the world for malaria. This is another angle: We know that the 
per capita cost is approximately 20 to 25 cents to do the job of con- 
trolling malaria. So, you have on a yearly basis, if you want to 
consider it that way, that factor to start with, and in our individual 
bilateral countries we have individual planning down to the very 
last item as to what is needed, the number of people at risk, the 
amounts of insecticides, the amount of drugs, the number of personnel 
needed for any subsequent year, and in this particular instance we 
have planned it out on a 5-year basis. 

Those are all translated into funds, and you might be interested, 
sir, in this piece of paper that gives some of this information on an 
illustrative unit cost basis. 

Mr. Passman. Do you have that paper here? 

Dr. CAMPBELL. Yes, sir. 

Mr. Passman. We shall insert it in the record at this point. 

(The matter referred to follows: ) 


Malaria—!I Illustrative unit cost information 
Per capita costs ! 
Dicer cccccl ee 
Americas 
Eastern Mediterannean 
Southeast Asia_____-_ . Stites wit ; 
Western Pacific______- ate 
Ne ae ; sie hd eae patie 
1 UNICEF/WHO Joint Committee on Health Policy, J. C. 8/UNICEF-WHO/1.19 April 1955. 
* Annual. 
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Percentage breakdown of costs 


India ! Thailand! | Worldwide? 





Personnel... 
Supplies. 
Equipment 
Transportation 
Miscellaneous 


1 F. 8. Dy: Present Status of Malaria Control in Asia, WHO Bul. V, 11 (4-5): 761, 1954. 
A E. J. Pampana, WHO, Letter to F. 8. Brady, Mar. 16, 1956, Cost Estimates of Worldwide Malaria 
rograms. 


INDONESIA MALARIA-CONTROL PROGRAM 


Dollar equivalent contributions 


eee ees 
Indonesia | United States WHO Total 
| (ICA) 


$3, 300, 000 $2, 700, 000 $46, 470 $6, 046, 470 
4, 260, 000 2, 658, 136 52, 606 6, 970, 832 
5, 655, 000 3, 159, 000 75, 045 8, 889, 045 


Fiscal year 1957 ICA object breakdown 


United States personnel 

Insecticides 

Sprayers 

Laboratory equipment 

Motor vehicles and tires 

PIE IDOI: FED) a ns ln cep = memes ober d bo ce nenpm 
Training fellowships 


Local employees funded by Indonesia 


1957 


Nn ese paGnpeeraneserenn 9, 782 
House-spraying teams L 1, 334 
' 


1 Estimate. 


Dr. Campset, Over a period of many decades we have learned 8 
great deal about the actual costing of this disease, and we have been 
able to be quite accurate in the estimates which we have made. 

Mr. Wieeteswortu. That is all, Mr. Chairman. 

Mr. Passman. We thank you for your report, and shall consider it 
carefully. 

Dr. CampsBe.t. Thank you. 
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WepNEspDAyY, Juty 10, 1957. 


Contro.t Act ExpENSES 


WITNESS 


IRVING I. KRAMER, EXECUTIVE OFFICER, OFFICE OF THE DEPUTY 
DIRECTOR, MUTUAL DEFENSE ASSISTANCE CONTROL, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. Passman. The next item for the consideration of the committee 
is control act expenses. 


JUSTIFICATION DATA 


We shall insert page 109 of the justifications in the record at this 
int. 
(The page referred to follows:) 


Controt Act Expenses (MDAC)—NONREGIONAL 


The purpose of the Mutual Defense Assistance Control Act of 1951 is to increase 
the strength of the United States and its allies and to impede the ability of the 
Sino-Soviet bloc to conduct military operations, by the maintenance of a system 
of security trade controls prohibiting or limiting the export to the bloc ot strategic 
materials which would enhance its warmaking power. The mutual defense 
assistance control (MDAC) program is an integral part of the cooperative defense 
effort of the free world. It is administered in a manner designed to preserve and 
promote free world security, unity, and strength. Continuing efforts are made to 
adjust the lists of strategic items to the realities of current world conditions and 
to achieve a more effective control of strategic trade by adopting and improving 
enforcement measures and procedures. 

The administration of the security trade-control program has, pursuant to the 
direction of the Secretary of State under an Executive order, been made the 
responsibility of the International Cooperation Administration. The program 
is coordinated by the Deputy Director of ICA for MDAC. The Economic 
Defense Advisory Committee (EDAC), composed of representatives of 11 Govern- 
ment agencies and chaired by the Deputy Director for MDAC, serves as the 
coordinating machinery for the United States position on international security 
export controls. This committee is primarily an advisory body, but it also has 
some operational responsibility in matters affecting economic defense. 

The views of the United States Government are presented by the United States 
delegate to the Paris Consultative Group. This group examines and coordinates 
the strategic trade controls of 15 participating countries, including the United 
States, with the object of establishing an agreed international system of controls, 


Estimated obligations and expenditures 
[Dollars in thousands] 


Fiscal year 1957 

Cumulative |__ 
through | | = 

fiscal year July 1, 1956, | Mar. 1 to | Unexpended, 

1956 to Feb. 28, June 30, Total June 30, 

1957 1957 


Obligations 
Expenditures 





Summary of program 


3 [Dollars in thousands) 
I te eee el ol al Be. la eae $1, 109 
Fiscal year 1957 
Proposed, fiseal year 1958 
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Detail of program 
COMPARATIVE SUMMARY OF EXPENSES BY FISCAL YEAR 


[Dollars in thousands] 


Actual fiscal year | Program fiscal yeur | Proposed fiscal year 
1956 1957 1958 


Man- | Man- Man- Cost 
years years 


ICA: 
Office of Director - - - 
Overseas missions 


Total, ICA___- 
State: 
Departmental _ - 
Overseas_........- 


Total, State. 








Commerce ----- 


Grand total 


Mr. Passman. Mr. Irving I. Kramer will make the presentation, 

Mr. Kramer, do you have a general statement to present? 

Mr. Kramer. No, sir; in submitting the request for the $1.3 million 
appropriation for the Control Act expenses I would like to make, with 
your permission, a few general remarks, if I might. 


BUDGET ESTIMATE FOR FISCAL YEAR 1958 


Mr. PassMANn. May I first state that the request for fiscal year 1958 
is $1.3 million. 

Mr. Kramer. That is right. 

Mr. Passman. The appropriation for fiscal 1957 was $1,175,000? 

Mr. Kramer. Yes, sir; that is right. 

Mr. Passman. An increase of $125,000 is being requested for 
fiscal 1958? 

Mr, Kramer. That is right, sir. 

Mr. Murpny. Mr. Chairman, may | interrupt just a moment at 
this point, because I want to be sure we get off on the right foot. 

Mr. PassmMan. Yes, of course. 

Mr. Murpuy. The Senate authorization bill reduced the request of 
the Administration from $1.3 million to $1 million. 

Off the record. 

(Discussion off the record.) 

Mr. PassMman. So there is a modified request of $1 million for fiscal 
1958? 

Mr. Murpny. Yes, sir. 


UNOBLIGATED FUNDS 


Mr. Passman. Of the total available for fiscal 1957, what amount 
was unobligated as of June 30? 

Mr. Kramer. | think it was obligated at about 89 percent for 
May. So, there would be $40,000 or $50,000 unobligated. 

Mr. Passman. Do you have the exact figures? We wish to make 
this a matter of record. 
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Mr. Murpuy. I will have a final figure on it, sir, within a matter of 
48 hours, but it is a very small amount. 

Mr. Passman. Then, you are not certain as to the amount of the 
unobligated balance? 

Mr. Murpny. No, sir; except that I can assure you that it will be 
very, very small. 

(The information requested follows:) 

The unobligated balance as of June 30, 1957, according to preliminary reports 
is $74,000. 

Mr. Passman. Using the figure of a moment ago, I believe you 
stated, Mr. Kramer, that the balance would be about 89 percent of 
the $1,175,000, which would be about $110,000 or $111,000 unobli- 
gated? 

Mr. Kramer. That is right, sir. 

Mr. Passman. Thank you, sir. 


WEDNESDAY, JuLy 10, 1957. 


ADMINISTRATIVE EXPENSES, INTERNATIONAL COOPERATION 
ADMINISTRATION 


WITNESSES 


WALTER E. SCOTT, DEPUTY DIRECTOR FOR MANAGEMENT, INTER- 
NATIONAL COOPERATION ADMINISTRATION 

J. E. MURPHY, CONTROLLER 

CLAYTON W. McALLISTER, ADMINISTRATIVE BUDGET BRANCH 
CHIEF, BUDGET DIVISION, OFFICE OF THE CONTROLLER 


Mr. Passman. The next item for consideration is administrative 
expenses for the International Cooperation Administration. 

The justifications appear on page 111. 

Mr. Scott, do vou have a general statement which you would like 
to make at this time? 

Mr. Scorr. Yes, I have, Mr. Chairman. 

Mr. PassMAN. You may proceed to read your statement into the 
record. 

GENERAL STATEMENT 


Mr. Scorr. The proposed fiscal year 1958 appropriation for the 
administrative expenses of the mutual security program is $35,000,000 
as compared to $30,168,900 for fiscal year 1957. 


FISCAL YEAR 1957 APPROPRIATION 


The actual amount appropriated for fiscal year 1957 was $33,595,000. 
To this amount has been added $1,150,000, representing a portion of 
the $1,500,000 authorized to be transferred by section 411 (c) of the 
Mutual Security Act of 1954, as amended, from funds made available 
under title II, for necessary administrative expenses not otherwise 
a for incident to carrying out functions under the Agricultural 

rade Development and Assistance Act of 1954, as amended. The 
total availability for fiscal year 1957 of $34,745,000 has been reduced 
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to $30,168,900 for purposes of comparability. The difference of 
$4,576,100 represents the amount allocated to Department of State 
in 1957 from this appropriation for costs associated with its role of 
supplying foreign-policy guidance to both the International Coopera- 
tion Administration and the Department of Defense under the mutual 
security program. A separate appropriation of $4,577,000 is requested 
for this purpose for fiscal year 1958, as authorized by section 411 
(d) of the Mutual Security Act of 1954, as amended. 


FISCAL YEAR 1958 BUDGET HSTIMATE 


The Mutual Security Act of 1957, S. 2130, as introduced in the 
Senate, proposed an authorization of $35 million for administrative 
expenses in fiscal year 1958. The amount authorized for this purpose 
by the Senate was $33 million, a reduction of $2 million bebw the 
amount requested by the President. A reexamination of our antici- 
pated requirements indicates the need for the full amount of $35 
million, and an appeal has been made to the House Foreign Affairs 
Committee for restoration of the $2 million. The estimate presented 
to you is in the full amount of $35 million, which we feel is the mini- 
mum amount required to provide adequate staffing necessary to 
efficiently administer the nonmilitary assistance program. 

Of the total request of $35 million for fiscal year 1958, $33,600,000 is 
for ICA’s use to pay and support people in Washington and overseas 
who are responsible for carrying out the United States defense support 
and economic and technical cooperation programs. This in an increase 
of $4,531,600 over fiscal year 1957. However, $1,016,000 of this 
amount represents the cost of contributing, for the first time, to the 
civil-service retirement fund, heretofore borne by another govern- 
mentwide appropriation for this purpose and hence does not represent 
an increase in overall Government costs. The additional funds re- 
quired therefore in fiscal year 1958 for ICA activities amount to 
$3,515,600. 

APPLICATION OF REQUESTED BUDGET INCREASE 


This increase of $3.5 million required to administer the nonmilitary 
assistance program in fiscal year 1958 is directed toward alleviating 
deficiencies in staff requirements and will provide for opening of new 
locations in underdeveloped areas of the world, expansion of staffs 
in new locations opened in fiscal year 1957, improved personnel opera- 
tions, full-year costs of administering programs dealing with the ship- 
ment of surplus agricultural commodities to other countries, limited 
expansions of staffs in Washington and overseas and full-vear costs 
for positions for which funds were provided for only partially in fiscal 
year 1957, and costs of medical care for dependents of employees 
stationed overseas as provided for by Public Law 828, 84th Congress. 

More specifically, the increase of $3.5 million will provide for the 
following: 

(1) $1.3 million for the opening of new missions or provision of 
ersonnel in new locations in underdeveloped areas of the world, and 
or additional costs of operations begun in fiscal year 1957 in Burma, 

Ghana, Morocco, and Tunisia. 

Of this amount $560,000 is required for providing personnel in new 
locations in underdeveloped areas of the world. Minimum overseas 
American staffing of 20 is estimated for this purpose. 
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The balance of $760,000 is for additional costs of operations begun 
Jate in fiscal year 1957 in Burma, Ghana, Morocco, and Tunisia. 
The cost of administering these operations in fiscal year 1957 was 
$370,000 for 27 American positions for a portion of the year, The 
$760,000 will provide for increasing the American staffs in these 
countries to 54 positions. 

(2) $0.5 million for improved personnel operations. 

The difficulties encountered in obtaining and retaining qualified 
personnel willing to work overseas has continued to hamper the exe- 
cution of the mutual security program. ‘To minimize these difficul- 
ties, ICA has developed and is in the process of introducing a strength- 
ened system of training and recruitment and to employ additional 
personnel designed to insure as nearly as possible, a full staff of key 
positions in the field at all times. The total complement of personnel 
estimated to be required under these programs in fiscal year 1958 is 
117, an increase of 108 over the small complement in existence during 
fiscal year 1957. Through these programs, it is anticipated that per- 
sonnel turnover will be significantly reduced, continuity of essential 
operations will be assured, and more effective program planning and 
execution will result. 

(3) $0.6 million for costs of administering programs dealing with 
the shipment of surplus agricultural commodities to other countries, 

Section 411 (c) of the Mutual Security Act of 1954, as amended, 
Public Law 726, 84th Congress, provided that not to exceed $1.5 
million of funds made available under title Il could be transferred in 
fiscal year 1957 for necessary administrative expenses not otherwise 

rovided for incident to carrying out functions under the Agricultural 

rade Development and Assistance Act of 1954, as amended. Ac- 
cordingly, an estimate was prepared and submitted to the Appropria- 
tions Committee, in which it was indicated that a staff of 152 American 
positions, for both Washington and overseas posts would be required in 
fiscal year 1957. Actually only $1,150,000 of the $1,500,000 authorized 
was utilized. The costs for 1958 are $600,000 more than the $1,150,000 
used in fiscal year 1957, or $250,000 more than the $1,500,000 author- 
ized for fiscal year 1957. 

(4) $1.1 million for salaries and related costs of new positions and 
full year costs of positions for which only part year financing was 
requested in the fiscal year 1957 appropriation. 

he total new positions contemplated for fiscal year 1958 operations 
(excluding the increases of 20 for new locations, 27 for locations opened 
late in 1957, and the 108 under our improved personnel program, as 
discussed under items 1 and 2, respectively) is 38. Of this 38, it is 
estimated that 10 will be needed for the development loan fund 
operations. The remaining 28 will be used to improve qualitatively 
ICA’s discharge of its administrative responsibilities under the mutual 
security program. 


ACTUAL EMPLOYMENT AS OF MAY 31, 1957 


As of May 31, 1957, the actual ICA employment in Washington 
and overseas posts, was 2,073 Americans and 1,192 locads, for a total 
of 3,265. The salary earnings for these employees in the month of 
May came to $1,499,325, of which $1,344,722 was for Americans and 
$154,603 was for locals. The total allowances earned by American 
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employees during May was $257,332. The total cost of personal 
services for this month was therefore $1,756,657. The average monthly 
rate for all other costs (based on March, Apr il, and May obli ations) 
is $800,497. The total monthly going rate for ICA, on this basis, is 
$2,557, 154, which comes to a total funding requirement of $30,685 848, 
To this amount, for fiscal year 1958, an additional amount of 
$1,016,000 is required for paying from this appropriation, for the first 
time, the 6.5 percent of employees salaries to the civil-service retire- 
ment fund. Added to the foregoing are the requirements for funding 
personnel in new locations, expanded staffing for locations opened in 
fiscal year 1957, employment under our improved personnel program, 
and 38 additional positions, including 10 for the Development Loan 
Fund, which will require $2,070,000. Therefore, the total requirements 
for fiscal year 1958, based on the May going rate, plus new require- 
ments in fiscal year 1958 amounts to $33,771,848 as compared to the 
$33,600,000 included in this estimate for ICA. Though we do not 
see any particular difficulties in administering the mutual security 
program within the $33,600,000 asked for in this estimate, it is readily 
apparent that any lesser amount will require curtailment, deferral or 
elimination of what are considered to be minimum essential operations, 

The balance of the estimate, $1,400,000, is for conducting operations 
of the refugee and migration program by the Department of State, 
The amount requested is $300,000 more than provided in fiscal year 
1957, and is required to cover costs of payments to the civil-service 
retirement fund and for additional costs associated with expanded 
refugee activities. 

Mr. Robert 5. McCollum, Deputy Administrator, Office of Refugee 
and Migration Affairs, is here to explain this item and answer any 
questions which you may have regarding this program. 

Mr. Passman. Thank you, Mr. Scott. 

Mr. Scorr. Mr. Chairman, I have a series of charts which I think 
will be very helpful to this committee. 

Mr. Passman. If you wish to proceed with the charts please do so. 


USE OF ADMINISTRATIVE FUNDS 


Mr. Scorr. Yes, sir. Administrative funds are used in ICA for 
vital functions. These funds provide: Executive direction of the 
entire program, economic and business analysis of programs and 
projects, technical and engineering approval of projects, finaneial and 
management controls and administrative support of tec hnical activities 
in Washington and the field. These funds are 1.3 percent of the total 
funds administered by ICA. 

Mr. PassmMan. What is proved by establishing that this is 1.3 
percent of the total funds administered by ICA? 

Mr. Scorr. That it is not an excessive cost for administration, sir. 
There have been articles appearing in the press—these have also 
appeared in magazines—which said that the cost of administration 
was as high as 40 percent. 

Mr. PassMANn. This had to do with personnel in the field? 

Mr. Scort. It was inferred by the use of the word, “‘adminis- 
tration.” 

Mr. WiaGcieswortsH. That is an overall figure? 

Mr. Scorr. That is correct. 
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Mr. PassMan. Does it include travel and entertainment? 

Mr. Scorr. Yes. 

Mr. PassmMan. But it does not include the personnel out in the 
field? 

Mr. Scorr. It does not include technicians in the field on projects. 

Mr. PassmMan. This is entirely the administrative, top echelon 
personnel? 

Mr. Scorr. Those plus control personnel and end-use check per- 
sonnel. 

Mr. Passman. Strictly administrative, and has nothing to do with 
the program itself? 

Mr. Scorr. Management executives. 

Mr. Passman. This has nothing to do with carrying out the intent 
of the program? 

Mr. Scorr. Not with carrying out projects as such. 


SHIFT OF PROGRAM EMPHASIS 


Mr. Scorr. The program emphasis has shifted from Europe to the 
Far East, Near East, and Africa. Since 1953 the total staff in Europe 
has decreased 72 percent, while the staff in the Far and Near East 
and Africa has increased 67 percent. In 1953 European activities 
were responsible for 68 percent of all program expenditures; by 1957 
this was reduced to 6 percent. The charts on the right show that the 
shift in the program funding has been met by equivalent shifting in 

nnel. 

Mr. PassMan. You have maroon, pink, and green colors shown 
there. What do they indicate? 

Mr. Scorr. This shows the personnel at that time, June of 1953. 
It shows how they were distributed and it shows, for example, Europe 
in red; and, as program funds have come down, personnel has come 
down. The green shows that program funds have gone up in the Far 
Fast, Near East, and Africa, and the personnel have gone up. This 
shift has been a shift to newly developing countries where we en- 
counter special problems. This involves safeguarding United States 
resources, screening project proposals, and accounting for project 
results, all of which is more expensive in newly developing countries 
because these countries do not at the present time have enough econ- 
omists, engineers, and technicians to plan sound projects and supervise 
project results. They are still short of private business facilities to 
carry on the required commercial transactions. 

These facilities are present in the European countries. The 
developing countries are only beginning to develop business and 
governmental standards of performance which would allow minimum 
review and audit of individual transactions. 

Mr. Passman. Is that particular statement being applied to this 
overall program? 

Mr. Scorr. Yes. 

Mr. Passman. After all of these years of our experience and the 
billions of dollars expended, do vou think it is accurate to state that 
we are only beginning to develop proper business and governmental 
standards of performance? 
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Mr. Scorr. Not ICA, the newly developed areas, as activities 
shift to them. In many of these countries, programs are only be- 
ginning. The changes in the geographic location of the program is 
apparent here. In the left-hand portion of the chart, we show the 
missions terminated and the programs being phased out. This took 
place from 1953 to 1957, I think everyone of these with the exception 
of Luxembourg, was terminated in the last 2 years Then we have 
the new programs undertaken or existing programs materially in- 
creased, and the table shows only those which are new since 1953, or 
where the program has increased by a minimum of 200 percent. 

Mr. Passman. Is this a new chart? I notice Ghana is included, 
Mr. Scorr. The agreement has just been signed with Ghana. 



















SIGNIFICANT CHANGE IN CHARACTER OF ICA PROGRAMS 





This shift in location has meant a significant change in the character 
of ICA programs. The operations in the newly developing countries 
emphasize project-type aid as against commodity-import programs 
which was the main portion of the European program. The projects 
are mutually agreed undertakings, jointly financed; project-type aid 
utilizes United States technici ians, equipment and supplies, and 
participant training; commodity- -import programs or nonproject aid, 
on the other hand finances the import of wheat, cotton, machinery, 
and so forth, for resale within the cooperating country. 

The chart on the right shows the rather significant shift to project 
type of aid from $108 million of project aid in 1953 to $669 million 
estimated in 1957. 

Project type aid requires more technical staff. This is not ad- 
ministrative staff. This is program personnel. They are required 
to work with and train the host country technicians. They perform 
necessary contracting, procurement, and participant training. They 
sereen projects, including engineering review of capital projects. 

Mr. Passman. Have not we been associated with this in the past? 

I want to be sure that I follow you. 

When you work with and train host country technicians, do these 
people come into the category of administrative staff? 

Mr. Scorr. No, sir; they are not the administrative personnel. 
This presentation shows the change in the character of the program 
that has occurred as a result of the shift of locations. 

Mr. Passman. You are using the chart to justify an increased 
appropriation? 

Mr. Scorr. For administrative purposes. 

Mr. PassmMan. But nevertheless you point out here the item of 
working with and training host country technicians. 



















‘ INCREASE IN FIELD PERSONNEL 








Mr. Scorr. The chart on the right shows the increase in the tech- 
nical personnel for Washington and field operations. Tiuis is the per- 
sonnel in the field on contract, United States nationals, and then these 
are ICA technical personnel. They are program personnel. This 
means that the number of program personnel in the field, which 
administrative funds have to support, has gone up drastically. 

Mr. Passman. Do you combine the figures 4,108 and 2,252? 
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Mr. Scorr. Combined they represent the estimate for 1958. 
Mr. Passman. That is the total number? 
Mr. Scorrt. 6,360. 


NUMBER OF TECHNICAL COOPERATION PROGRAM TECHNICIANS 


Mr. Scorr. Nine out of ten of these program people, technicians 
in the field, are charged to the technical cooperation program. The 
technical cooperation program utilizes 86 percent of ICA’s program 
staff, but requires only 8 percent of [CA program funds. By law, 
the technical cooperation program is the “international ee 
of technical knowledge and skills.”” This interchange is ac} ieved 
mainly through the services of competent United States technicians 
serving abroad and by training of country technicians, principally in 
the United States to develop and improve skills. 

This chart on the right vividly portrays that; 92 percent of the 
funds require 14 percent of the personnel and 8 percent of the funds 
require 86 percent of the personnel. 

That indicates the impact of the technical assistance and technical 
cooperation program on the total staffing of ICA. 

Mr. Passman. All other program funds were originally 92 percent, 
and that is presently 14 percent? 

Mr. Scorr. Yes; this is for the 1958 request. 

Mr. Passman. But where 92 percent of the funds were required 
previously, this program only covers 14 percent? 

Mr. Scorr. No, sir; in our 1958 request, 92 percent of the funds will 
result in 14 percent of our total program personnel strength. Only 
8 percent of our funds are for the technical cooperation program but 
will result in 86 percent of the personnel strength. 


NEED FOR INCREASING ADMINISTRATIVE EXPENSES 


Mr. Scotrr. The administrative funds and staff are too small to 
reet increasing program. requirerents. Administrative resources are 
inadequate to meet program demands and mean less effective nanage- 
ment of the program. It means insufficient project screening before 
approval; delayed project implementation, contracting, procurement, 
recruitment, inadequate control, too few end-use checks, audits, 
inspections, and evaluations. 

he total ICA and contractor technical and administrative person- 
nel is shown in the chart on the right. That is the same chart shown 
before with ICA administrative personnel added at the bottom. 

Mr. PassMANn. Administrative funds and staff are too small to 
meet the program requirements? Who screens this personnel, 
administrative staff or experts in the field? 

Mr. Scorr. We both participate in the screening, sir. 

Do you mean the screening of an individual? 

Mr. PassMan. I am referring to the technicians. You say admin- 
istrative funds and staff are too small to meet increasing program 
requirements, and you list there a number of reasons or results. Do 
the members of the administrative staff actually do the screening of 
the employees out in the field? 

Mr. Scorr. Yes, sir; they are selected by the administrative-staff 
personnel. 


93522—-57——-64 
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Mr. Passman. Does the administrative personnel establish the 
projects or is that done in the field? 

Mr. Scorr. They are the ones who have to approve the projects, 
and they have to make sure that all the necessary technical and 
economic considerations have been brought to bear on the project. 
They are the people who have the responsibility for approval. 


AUTHORITY OF FIELD PERSONNEL TO TRANSFER FUNDS FROM ONE 
PROJECT TO ANOTHER 


Mr. PassMan. I think it has been established that in most in- 
stances funds in the field can be transferred from one project to another 
without approval at the Washington level? 

Mr. Murpny. No, sir; that is not true. 

Mr. Passman. There have been no such instances? 

Mr. Murpuy. We have had instances of switching. 

Mr. Passman. Where money was requested for one project and 
later it would be transferred to another project without Washington 
knowing anything about it? 

Mr. Murpuy. No, sir. Each individual project must. be reviewed 
and approved in Washington by administrative personnel and any 
switches between projects, except where they are very minor with a 
small percentage of commodity costs or something of that kind, ean 
be switched in the field. 

Mr. Passman. What do you mean by that? How much money? 

Mr. Murpny. I think it is fixed on an alternative formula. It is 
10 percent or $50,000, whichever is less. 

If it does not meet that criteria, it has to come to Washington. 

Mr. PassMAN. That is on one project? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Are not there 2,000 projects in this program? 

Mr. Murpny. Approximately. 

Mr. Passman. It would be a lot of money, if $50,000 were multi- 
plied by that number of projects. If there is such latitude, a $50,000 
project could be changed without approval here; and there may be 
150 or 200 projects going on in | nation. 

Mr. Murpuy. In the switching, one goes down and one goes: up. 

Mr. Passman. There are projects where the total cost is less than 
$50,000? 

Mr. Murpeny. That would involve— 

Mr. Passman. But with the $50,000 limitation? 

Mr. Murpny. It is a percentage or figure, and in a case such as the 
one you indicate, the percentage would be less. 

Mr. Passman. All right. 


INFLATION REDUCES VALUE OF ADMINISRTATIVE FUNDS 


Mr. Scort. In addition, rising costs have decreased the value of 
available administrative funds. During 1953, to 1957, while total 
ICA administrative funds were being reduced, unit administrative 
costs, such as salaries and space, have materially increased. 
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RENT AND UTILITY CHARGES IN THE DISTRICT OF COLUMBIA 


The same amount of Washington space costs $213,000 more in 
1957 than in 1954. 

Mr. Passman. That is rented space? 

Mr. Scorr. Rented space. 

Mr. Passman. In Washington? 

Mr. Scorr. Yes, sir. 

Mr. PassMan. In Government-owned buildings? 

Mr. Scorr. We are one of the few agencies that pay for rent space 
in Washington. 

Mr. Passman. What is the amount of your total rent in Washington 
for space? 

Mr. Scorr. I can have that information for you in a second. 

Mr. Passman. Those charts are going to prove valuable to this 
committee. I would not have thought you paid out so much without 
having the increase. How many personnel do you have here? 

Mr. Scorr. About 1,700 in Washington. 

Mr. Murpnuy. Provision is included in the new State Department 
Building for ICA personnel when it is completed. All personnel will 
be housed in that building. 

Mr. Scorr. $738,000, sir, is our figure for rent and utilities in 
Washington during this coming fiscal year. 

Mr. PassmMan. How many feet of floor space? 

Mr. McAuusrer. 284,700 square feet, of which 225,000 square 
feet is for administrative personnel. 

Mr. Passman. Is that the amount of space for fiscal 1958 if the 
funds are available? 

Mr. McAuusrer. Yes, sir. 

Mr. Passman. How much is the rent cost per square foot? 

Mr. McAututster. Roughly about $3.50 a square foot. 

Mr. Scorr. As Mr. Murphy says— 

Mr. Passman. The rental amounts to $3.50 per square foot rent 
per annum? 

Mr. Murpny. That is very reasonable. 

Mr. Scorr. Yes. 

Mr. Passman. What facilities are included? 

Mr. Forp. Does that include utilities? 

Mr. Scott. That includes utilities, heat, light, and in most of our 
buildings ut includes guard service. 

Mr. Passman. If you occupied.a building with 284,000 square feet 
at $3.50, how much rent would you be paying for it? 

Mr. Murpuy. Almost a million dollars. 

Mr. Wiacieswortu. He gave the figure. 

Mr. Scorr. Estimated field rentals and utilities in fiscal year 1958 
will increase $640,000 over fiscal year 1956. 

Administrative costs determined by geographic location have gone 
up significantly. The total hardship allowances paid in 1953—there 
were no hardship allowances in Europe—were $330,000. 

Mr. Passman. None of that amount was in Europe? 

Mr. Scorr. No hardship allowances in Europe. In 1957, they esti- 
mate, or rather they amounted to $667,000 or up $337,000. Ace- 
tually, this is with less people in the field. 
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TRANSPORTATION COSTS OF NEW EMPLOYEES 


Mr. Passman. Kindly explain the item for the transporting of new 
employees. 

Mr. Scorr. It costs us $4,570 to transport a new employee and 
effects to Paris. That is an employee, his wife, and two children, 
That is our average family. To transport him to Bangkok costs us 
$7,165. 

Mr. Passman. Is there a contract with them? 

Mr. Scorr. Two years. 

Mr. Passman. If they do not fulfill the contract? 

Mr. Scorr. If they do not, they have to pay their own way back, 
Up until recently, Korea was a 1-year post, because we could not 
provide housing. 

Mr. Passman. Does this apply to all personnel who go abroad in 
this program? 

Mr. Scorr. Yes, sir. This request is only for personnel paid out 
of administrative funds. The cost applies however to all personnel 
overseas with us or any other Government agency 

Mr. PassmMan. You say home leave round-trip transportation cost 
from Paris was $4,260 and from Bangkok $8,660? Do they receive 
a paid vacation home once a year? 

Mr. Scorr. Every 2 years. 

Mr. Passman. Do you pay expenses over and back once? 

Mr. Scorr. We pay their way over. We try to get people to 
return to the same post if they are good people. Therefore, at the 
end of 2 years, we will give them home leave, which they are entitled 
to by law, and return them to the post. This is a round trip ticket; 
this is two-way transportation. ‘The difference in those figures is 
that the first includes effects and the home leave does not. 

Mr. PassMan. Every two years they would be entitled to this 
consideration. If stationed in Bangkok an individual would be 
entitled to an additional $8,660 and return? 

Mr. Scorr. That is correct. 

Mr. Passman. What if they do not elect to come home? Do they 
receive the money just the same? 

Mr. Scorr. No, sir. If they come and quit, they are not entitled 
to home leave. That is allowed only if they return overseas. 

Mr. Passman. If they remain there, they are entitled to this round 
trip if they serve 2 years? You would not permit them to say, “I know 
I have earned it. I will spend my vacation here and take the $8,660”? 

Mr. Scorr. That is correct. ‘They have to use the leave. 


PERCENTAGE CHANGES IN ADMINISTRATIVE FUND APPROPRIATIONS AND 
SELECTED UNIT COSTS 


Mr. Scorr. This is a pas presentation of the situation, sir. 


ICA’s fiscal year 1958 budget Tequest for administrative funds is $35 
million. Compared with 1957, this will provide $2,580,000 to meet 
new requirements and $2,250,000 to allow better administration of 
the requested $1,996 million in program funds. It will provide re- 
sources to meet the increased costs resulting from fundamental changes 
in the location and character of ICA’s program; growing emphasis on 
newly developing countries requiring a shift to more project-type aid; 
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rising unit costs which have reduced the value of ICA’s administrative 
funds, and needed improvements in administrative, particularly 
personnel, practices. 

To the right we have again a graphic presentation of these facts. 

Mr. Passman. I think we should have these charts in the record. 

Mr. Mituer. Did we not discuss that? Did we not hear that they 
could use the same plates? 

Mr. Passman. That is one reason I am suggesting it. This could 
be done at small expense. 

Mr. Murpuy. I think so. 

Mr. Scorr. I want to give you these charts because I think they 
portray a trend which has very significant bearing on the adminis- 
trative cost of this program. 

Mr. Passman. At this point in the record we shall insert page 111, 
receded by such charts as are not superfluous to the needs of this 
earing. 

(The material referred to follows :) 


ICA PROGRAM AND ADMINISTRATIVE FUNDS 


FY 1958 Request 
(Millions of Dollars ) ADMINISTRATIVE 
FUNDS PAY FOR 


° Frecutive 
Direction 


* Economic and 


PROGRAMS Business Analysis 
Titles TAT. 


FY 1958 $ 532 mii. ° Project 
PROPOSED Projec 


ICA PROGRAMS Approval 
$1,996 mi. * Financial 
Controls 


° Administrative 
Support 


More than one-half of ICA Administrative funds 
are spent by Field Missions. 
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SHIFT IN GEOGRAPHIC LOCATION OF 
/CA PROGRAMS 


U.S. PERSONNEL BY AREA FUNDS BY AREA 


WY) =— Latin America 


“Near East, Far East 
and Africa 


Os. | 
250 750 1,000 1250 (500 
(Millions of Dollors) 


Y inter-regional projects not distributed 


CHANGE IN GEOGKAPHIC EMPHASIS OF PROGRAMS 
1953-1957 


Missions Terminated ond i New Programs Undertaken or Existing Programs 
Programs Being Phased Out Moterially Increased 
euiuinsanasebasenapabpbanabubichumante enemas - qpan anapeb anan ananananananasqnanavepesms qo arenanesenanmasneend 
IN EUROPE IN EUROPE 
Austria Spain 
Belgium IN FAR EAST IN NEAR EAST 
Denmark Cambodia Afghanistan 
Indonesia Ceylon 
France 


_ Korea Lebanon 
Germany (Except Beriin) Laos Nepal 
Italy 


Philippines Pakistan 
Luxembourg Thailand Saudi Arabia 
Netherlands 


Vietnam 
Norway 
Portugal 
United Kingdom 


IN AFRICA IN LATIN AMERICA 
Ethiopia Argentina 
Ghana Bolivia 
Libya Cuba 
Morocco Guatemala 
Tunisia Haiti 
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| Y Excludes funds allocated te other ogencies 


First Date 
fygiiobte 


208s | 2,039 
ICA ADMINISTRATIVE PERSONNEL 


3435 86 ST 


fEatirstes} 


er 


Requested: 





PERSONNEL 


TOTAL IA AND CONTRACTOR 
TECHNICAL PERSONNEL — 
WASHINGTON AND FIELD, U.S. NATIONALS ONLY 


FRO Se aniindeninenaiintentini ities 
CONTRACTOR TECHNICAL 
or . PERSONNEL 


* 


June dune 


1953 ‘54 iB? 5g 


(Eatienotest) { Requested) 
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PERCENTAGE CHANGES IN ADMINISTRATIVE FUND 
APPROPRIATIONS AND SELECTED UNIT COSTS 


Percent Percent 


, 140 
GOST PER SQ.FT. 
m WASHINGTON 
SPACE 
GENERAL SCHEDULE 


od SALARY 


FOREIGN SERVICE 
RESERVE SALARY 


ADMINISTRATIVE 
FUND APPROPRIATION 


1953 1954 1955 1956 1957 


Fiscal Years 


: 
: 
| 


- 70 weet NEW REQUIREMENTS 


“ @ $860,000 for New Field Operations 
. tobe underteken in 1958 : 
e $760,000 for ful! yea operation of Missions © 


g minee fund 
© $300,000 for refugee program 
~ TO PROVIDE BETTER ADMINISTRATION 


@ 41,030,000 tor Administrative Staff t meet 
shifts in locetion ond cheracter of program 


needed aquipment 
eos oR rene 


ae = oo oe UE 
$35,000,000 
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ADMINISTRATIVE Exprensps, [CA—NoONREGIONAL 


The proposed fiscal year 1958 appropriation for the administrative expenses of 
the mutual security program requested under this authorization is $35 million, 
This includes $33,600,000 for ICA administrative expenses and $1,400,000 for the 
refugee and migration program administered by the Department of State. This 
figure excludes the administrative expenses of the Department of Defense. [It 
also excludes certain costs of the Department of State associated with the mutual 
security program for which .a separate appropriation of $4,577,000 is requested 
in fiseal year 1958 under the provisions of section 411 (d) of the Mutual Se curity 
Act of 1954 as amended. 

The funds requested for ICA are used to pay and support people in Washington 
and overseas who are responsible for carrying out the United States defense sup- 
port and economic and technical cooperation programs. These P ople develop 
and screen the assistance program for each country; they assure that the assist- 
ance achieves the purposes for which it is intended and see that the funds are 
properly managed and controlled. 

In fiscal year 1958 the obligations will increase about $4.5 million over fiseal 
year 1957. This results from several major factors. 

(a) $1,300,000 for establishment of new-missions in underdeveloped areas. 

(b) $1,000,000 contribution to the civil service retirement fund. 

(c) $500,000 to provide for increased training and continuity of personnel. 

(d) $1,700,000 salary, travel, transportation and increases in other costs for 
current staff and an additional staff augmentation of 85 positions in Washington 
and overseas missions. 

In the current fiscal year, missions were opened with limited staffs in’ Moroceo, 
Tunisia, Burma, and-Ghana. Additional positions arevasked for these missions 
and also for new missions in the Near East, Afriea and other key locations. 


Estimated obligations and expenditures ! 


{Dollars in thousands] 


Fiseal year 1957 
Cumulative m = a ; ee 
through | 
fiscal year | July 1, 1956,| Mar. 1 to Tnexpended 
1956 to Feb. 28, | June 30, Total June 30, 
1957 1957 1957 


Obligated ee. 200, 087 | 22, 263 | 12, 482 | 
el a cithictinpicm an waatilns a} 195, 793 19, ¢ 14, 508 


! Includes sec. 411 (d), administrative expense activities. 


Summary of program 
Biscal-year-1956____.___.---- Bag , _ $28, 648 
Fiseal year 1957- cb oad ’ . 380, 169 
Proposed, fiscal year POSB o0 55:6... ssn: Meee cae sg Banas _.. 365,000 


Detail of program—-Comparative summary by fiscal year 


Actual, Program, | Proposed, 
Agency fiscal year fiscal year fiscal year 
1956 1957 1958 


ICA: 
Washington __-- $12, 826 | $13, 701 $15, 242 
Overseas: : ee 

Europe. ‘ 2, 7 2, 181 | 
Africa a6 | 903 
Near East, South Asia . 296 | 4, 635 | 
Far East Sai , 849 | 5, 212 | 
Latin America 3 | 2, 386 
Overseas Personnel Program | 50 


Total overseas 14, 708 5, 367 


Total ICA ~ 97, 534 | 29, 068 | 
Department of State: Refugee and migration program, total_| 1,114 | 1,101 | 








Total State and ICA___. 28, 648 | 30, 169 | 


| 
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PERSONAL SERVICES 
Mr. PassmMan. Mr. Scott, how many people are included under this 
oe pena 

Scorr. Do you want to know the number on the rolls now? 

Mr. PassMAN. Yes; as of June 30 last. 

Mr. Scorr. I have the figures as of May 31. 

Mr. Passman. We shall accept that. 

Mr. Scorr. I beg your pardon. April 30, 1957, we had 1,405 in 
Washington and 723 Americans abroad. Additionally, there are 
1,180 local employees abroad. 

Mr. Passman. All paid out of this appropriation? 

Mr. Scort. Yes, sir; a total of 3,308. 

Mr. Passman. Are the local employees in the other countries paid 
with dollars? 

Mr. Scorr. Local currency. 

Mr. PassmMaNn. How do you get that back in the fund? We appro- 
priate dollars. 

Mr. Murpuy. We purchase local currencies from the Treasury, and 
then we use the local currency to meet the payrolls. 

If there is no United States-owned local currency available, then 
we resort to the. commercial market to procure it. 


DETAIL 





OF PERSONAL 





SERVICES 








Mr. Passman. In this program there are 1,405 Americans in 
Washington and 723 Americans abroad. In addition, there are 
1,180 ‘‘locals.”’ 

Please state for the record your estimate for fiscal 1958 of the number 
of Americans and locals in the various countries and the number in 
Washington? 

Mr. McAuuistER. 1,506 positions in Washington. 

Mr. Passman. In the field? 

Mr. McAuuisrer. 1,007 in the field. 

Mr. Passman. Locals? 

Mr. McAuutster. Locals, 1,620. 

Mr. Passman. There is an increase all along the line. In the 
Washington office you are asking for an increase of 101? 

Mr. McAuuisrer. The figure we gave you was actual employment 
as of April 30, 1957. The comparison against the 1958 positions 
should be the 1,477 Washington positions for 1957. 

Mr. PassmMan. There are that many authorized? 

Mr. McAuuistrr. Yes, sir. 

Mr. Passman. But only 1,405 positions were filled, so we still say 
1,405, and the request is for 1,506. If all of the positions are filled 
there will be 101 more on the rolls than in fiseal year 1957? 

Mr. McAuuster. Yes, sir. when compared to April 30, 1957, 
employment. 

Mr. Passman. As far as the field is concerned, there is an increase 


of 284. There are 723 on the rolls and funds are being requested for 
1,007. 









1018 


BASIS FOR INCREASED POSITIONS IN DISTRICT OF COLUMBIA AND FIELD 


Will you state for the record the reasons for an increase in the 
Washington office as well as the field? 

Mr. Scorr. The positions in Washington actually provided for 
would be an increase of 29 over those authorized. The additional 
requirements have been lapsed, as you will see in our request. Ten 
of these are required for the Development Loan Fund operation. 


PERSONNEL FOR DEVELOPMENT LOAN FUND 


Mr. Passman. That has not become law. This need would exist 
if and when the Development Loan Fund proposal becomes law. 

Mr. Scorr. That is correct. One of those positions is provided for 
in the Senate authorization. 

Mr. Passman. What would be the salary of the 10? 

Mr. Scorr. The top man, sir, would be a Presidential appointee at 
$19,000. 

Mr. PassMAn. What would the other nine receive? 

Mr. Scorr. That would be an average of approximately $9,000. 

Mr. Passman. Could you tell us the salary each of the other nine 
would be paid? 

Mr. Scorr. We could provide that for the record. 

(The requested information may be found on p. 1057.) 

Mr. Passman. If you could only fill 1,405 of the positions in fiscal 
year 1957, why do you think you will fill 1 ,506 in fiscal year 1958? 

Mr. Scorr. We have provided a lapse in the 1,506 positions, sir. 

Mr. PassMaN. Has this fact been taken into account for the money 
which is being requested? 

Mr. Scorr. Yes, sir. There is a lapse figure of approximately 
$1 million. 


BASIS FOR INCREASED NUMBER OF FIELD POSITIONS 


Mr. PassMan. In the increase of 284 requested for the field, over 
the number on the rolls as of April 30, what types of work will these 
people perform? 

Mr. Scorr. A considerable number of them, sir, actually 75 posi- 
tions, is to maintain the full complement, staffing of key administra- 
tive positions overseas. 

We had established in 1957 a complement of 4 positions for hiring 
overseas typists and stenographic personnel in advance and 5 positions 
for temporary retention of valuable career, administrative personnel 
pending reassignment. Since these positions can serve the same 
purpose, our actual additional request has been reduced to a total 
of 66 positions with an annual salary requirement of $582,195. The 
provision of this full complement staffing will enable [CA to begin 
recruitment sufficiently in advance of the time an employee occupying 
one of the designated key positions overseas leaves the position to 
permit some overlap of his replacement. The recruit will be cleared, 

entered on duty, and given orientation training and, if necessary, 
short language training. He will also be given medical clearance, 
inoculations, ‘and all of the other matters nec essary to his service be- 
fore actually entering on the job replacing the departing officer in a 
post overseas. 
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INCREASED PERSONNEL REQUEST DESPITE REDUCED PROGRAM 


Mr. Passman. The development loan fund would replace your 
economic aid phase of the program to a large extent? Personally, I 
am seeking some light. 

Mr. Scorr. It will replace, sir, a portion of the things that have 
been funded in the past out of the defense support as well as straight 
economic assistance. 

Mr. PassMan. Economic assistance is the same as economic aid? 

Mr. Scorr. Yes, sir. 

Mr. Passman. Defense support, which we know is economic aid, 
no matter what kind of a label it might be given, would be transferred 
from this operation over to the military? 

Mr. Scorr. No, sir. We continue to administer the ‘Defense 
support” item. 

Mr. Passman. With the development loan program, you would 
no longer have the economic aid? Why do you need additional 
personnel? 

Mr. Scort. There will be the $300 million requested for special 
assistance. 

Mr. Passman. Let us put 5 and 3 together, the ‘Special assistance’ 
and the ‘Development loan fund.” 

Mr. Scorr. And ‘Defense support.” 

Mr. Passman. That makes $9 million. 

Mr. Murpuy. Requested, sir. 

Mr. Passman. How does this amount compare with the money 
available in the big years in the economic aid and the defense support 
fields? 

Mr. Murpuy. It is considerably less than some years back. 

Mr. PassMan. Then why do you need additional personnel? 

Mr. Scorr. There are other iactors. The loan funds available to 
us, as a result of Public Law 480, we are charged with administering 
the loan funds that are generated by the sale of agricultural surpluses 
abroad. ‘The change in the type of program from commodity assist- 
ance to project assistance—this is a steadily increasing change which 
is specifically reflected in the development loan fund and the increase 
in technical assistance-—as you have seen from these charts, 9 out of 
10 of our personnel abroad, our program personnel, are charged to 
technical assistance. Three years ago, the Congress, and I think this 
committee, played a great part in it, limited the use of technical 
assistance funds for supplies and equipment to those necessary for 
demonstration or educational purposes only, so that an ever-increasing 
proportion of technical assistance funds is going into the salaries of 
Americans who are provided to assist other governments. 

These people require administrative support. They require admin- 
istrative people to recruit them, to provide for their housing, to pay 
them, administer their projects, to do end-use checks on their supplies 
and to audit their activities. 


AUDIT CONTROL ACTIVITIES 


I would like to say, sir, that today of our administrative funds, 
somewhere in the neighborhood of 22 percent of the total goes into a 
type of audit-control activity. 
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That'is Mr. Murphy’s operation here and abroad; our investizations 
staff charged with looking into frauds and overpricing, tracing those 
down, and the evaluation operation of the agency. 

Mr. PassmMan: Do you have personnel you send perhaps into Tran? 
You have heard the story about the sugar-beet refinery. Have you 
inspected it? 

Mr. Murpny. No, sir. 

Mr. Passma :. Do you think they will start refining sugar beets? 

Mr. Murpny. Yes, sir. 

Mr. PassmMan. Will they achieve the technique? 

Mr. Murpuy. They are already growing sugar beets. 

Mr. PassMan. Would you know anything about the capacity? 

Mr. Murpuy. No, sir; but I know ICA has been charged with 
erecting a factory in Iran to process sugar beets—— 

Mr. Passman. Did they erect the factory? 

Mr. Murpuy. The charge was false. 

Mr. PassMAN. They did build the factory? 

Mr. Murpny. Yes, sir, but not in a country that did not know how 
to grow sugar beets. They were growing sugar beets in Iran. 

Mr. PassMANn. We taught them to do the job better? 

Mr. Murpuy. I am sure we are helping them to improve strains. 

Mr. Passman. I hope we are constructive about it. 

Mr. Murpuy. You have had a lot of misinformation. 

Mr. PassmMan. How about grain elevators for Pakistan? 

Mr. Murpny. I am not too familiar with it. 

Mr. PassMAn. You have some familiarity with it. You audited 
the contract and it was canceled. 

Mr. Murpuy. I am familiar with that. That was a couple of years 
ago that we had a lot of publicity on it. 

Mr. Passman. Did they ever build the grain elevators? 

Mr. Murpnry. I do not know the present status of that. I would 
be glad to find out. 

Mr. PassMan. You mentioned that vour administrative personnel 
do a certain amount of supervisory work checking into such matters. 
I thought we should be enlightened as to what extent you have 
checked on the items. 

Mr. Murpnuy. Mr. Scott tried to establish that we have not had 
enough of those people to do the right kind of checking. 

Mr. Scorr. Experience has proven that American economic assist- 
ance is fully effective only when you examine all factors very carefully 
before you make the decision to put money into a specific type of 
project. 

Second, that you follow up on it to see that it is actually carried out 
in the best way possible, and third, that you audit the activities to see 
that all financial transactions have been properly handled. 

I do not believe that considering the merease in the amount of 
project assistance, the increase in number of countries in which we 
are engaged in technical assistance, the spreading and dispersal of the 
value of administrative funds over the years, that the agency has 
requested enough money to adequately insure this type of check 
and control. 

This year we tried to request sufficient funds to give us what we 
consider required for the proper and full control and management 
of the program. 
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Mr. Passman. What would you do in this case? Country “X 
grows rice and may have 15 landowners perhaps on 1 acre. But the 
representatives of that country happened to be in touch with the 
representative of, say, a manufacturer of tractors. Suppose they sell 
this country’s representatives on the idea of needing 265 tractors, and 
the tractors are bought and shipped. But the country could not 
use them. What do we do? 


REFUNDS WHERE THERE IS IMPROPER OR NONUTILIZATION OF 
AMERICAN-FINANCED EQUIPMENT 


Mr. Murpuy. In the case of nonutilization of American financed 
equipment, we would demand a refund from the country. 

Mr. PassmMan. We have refunds coming. You know that, do you? 

Mr. Murpuy. Yes, sir. We get refunds in a great many instances 
where there is improper or nonutilization of American financed 
aid equipment. 

Mr. PassmMan. You do not permit the country to buy what it 
wants? 

Mr. Murpuay. No, sir. It is all reviewed. Procurement programs 
under the nonproject. segment of the program are all reviewed in 
Washington. Each individual procurement application comes in 
and is reviewed and passed upon in Washington. 

If we find out that in spite of our checks, equipment is financed or 
commodities arrive in a country and are not utilized in the manner in 
which they were intended to be, in every one of our agreements with 
the country we have the right to demand the money back and we get 
it back. 

Mr. Passman. What if the original intention was to warehouse 
them? 

Mr. Murpny. We would not have approved anything for ware- 
housing purposes. We want immediate impact of the aid if we can 
possibly get it, and we cannot get it by warehousing. 

Mr. Passman. This is most interesting. 

Mr. Murpuy. We are doing our best, On the refunds, I am sure 
we should have gotten some and did not because we did not have the 
right number of people to do the checking on transactions. 

Mr. Forp. How much have you gotten in refunds? 

Mr. Murpny. I do not know. I have a chart in the office which 

would like to place in the record. 

Mr. Passman. Would you advance an estimate? 

Mr. Murpuy. I might even have it here, if I may take time to 
look for it. 

Mr. Forp. We should have the detailed information in the record 
Mr. Chairman. 

Mr. Scorr. This request provides for a half million dollars more 
for controller personnel in the field. 

Mr. Passman. I am going to ask about that in a minute. 


CUMULATIVE TOTAL OF REFUNDS 


Mr. Murphy, I think it would possibly make for a better record, as 
Mr. Ford suggests, if you insert in the record the total number of 
dollars you have been reimbursed on these sales of commodities and 
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equipment that was erroneously approved and the number of claims 
you have pending at this time and the dollar value. 

Mr. Murpuy. I have that information in my office. I thought 
I might have it here. 
(The information referred to follows:) 








TaBLe I.—Cumulative total of refunds 















Refunds from July 1, 1952, i March 31, 1957, by cause: Thousands 
Transportation. - ~~~ -- > HME MEG ME 33-8 $33, 521 
Price adjustments- _ .-..- ilies tate bbb tnbenilies edo aeee neds Seer 
Shortages___ are Fe ree ee adie 16, 690 
Foreign agents’ commissions _ j ; ? 13, 132 
Duplicate payments. _ ____ -_- ose e pees SURE Sy oh eo ak 456 
Nonutilization _ _ ~_ _ 8, 417 
Noncompliance with PA and sub-PA and prov isions of regulation I 11, 892 
Luxury or ineligible items__..........--- 1, 567 
Unauthorized reexports___ __ 5, 057 
Noncompliance with terms of service contracts 464 


Miscellaneous - 





Gk Jose iia daca 5, 400 


. 116, 727 
st . 254, 174 






Subtotal-___ - 
Refunds prior to July 1, 1952, not classified by cause__- 











Subtotal__ ad Larges 370, 901 
Refunds requested but not. yet reeeived. .....-.---.-.--.---- ..-- 89,216 


“RI eg yon p en len tne Spleen Apel sg we 


Mr. Passman. Mr. Murphy, following up on Mr. Ford’s suggestion 
that we put in the record the total amount of refunds we have received 
thus far for equipment and supplies sold where they were not utilized 
according to the law, and also the amount of claims pending, would 
you say the total goes into millions of dollars? 















REFUNDS ARISING OUT OF OFFSHORE 





PROCUREMENT PROGRAM 
















Mr. Murpny. Yes, sir. We have a suit pending now against six 
major oil companies in the United States that alone amounts to nearly 
$100 million because of overpricing of oil. 

Mr. Passman. There could be hundreds of millions of dollars in 
refunds due? 

Mr. Murpny. Yes, sir. 

Mr. PassmMan. That alone, without intending to be critical, would 
indicate there has been a lot of slack in this program in the past. 

Mr. Murpnuy. No, sir. You have to figure this in relation to the 
total aid extended. 

Mr. Passman. When we speak in terms of hundreds of millions of 
dollars, were not those programs originally approved in W ashington? 

Mr. Murpuy. Y es, sir; but let me make sure you understand. Take 
this oil company suit for $100. million, with 6 major oil companies. 
This all arose out of the procurement in Europe of petroleum for 
Kuropean countries. 

Mr. Forp. What years? 

Mr. Murpny. This runs back to 1949, 1950, 1951, et cetera. 

Mr. Chairman, the law provides that these transactions, supplying 
of. these commodities, be handled to the maximum practical extent 
through normal commercial channels. 

In pursuance of the law, we say to the countries, “You may procure 
POL.” They place orders with importers. 
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After the fact, we come along and find out that in buying the POL 
we authorized, the oil companies overcharged the importers. We 
have established over a period of years it runs into many millions of 
dollars. We are now suing those oil companies in the United States 
courts to recover approximately $100 million resulting from prices 
over which the importer nor the country had any control. 

tt PassMAN. Should not these facts be ascertained before the bill 
is paid? 

r. Murpuy. Then Congress has to take out the part saying to do 
this under normal commercial channels. If we preaudit these things, 
we avoid it, but we also avoid an important operational aspect which 
Congress wants, which is to establish normal commercial trade 
channels between the importers and aid recipient countries and ex- 
porters in the United States. As long as Congress decreed it that 
way, we have no alternative but to do this on postaudit. 

This type of administrative personnel are the ones used to postaudit 
these transactions. It is this type of personnel that turned this up. 

Mr. PassmMan. A shortage of personnel may have been a reason for 
such conditions? 

Mr. Murpuy. If there were more personnel to do this type of work, 
they may have uncovered more transactions of this kind and there 
would have been more refunds. 

Mr. PassmMan. You have said the same thing in different language. 

Mr. Forp. Would you yield for a moment? 

Mr. Passman. Yes. 

Mr. Forp. The illustration you have given would indicate you 
would collect the refund in United States dollars. 

Mr. Murpny. Yes, sir. 

Mr. Forp. Is it conceivable that some of the refunds might be 
against a participating country where the refund might or might not 
be in United States dollars? 

Mr. Murpny. No, sir. We insist, since we financed the transaction 
in United States dollars, that they must refund in United States 
dollars. 

Mr. Forp. The list you will give us of refunds will be a reflection 
of a return or refund of United States dollars. 

Mr. Murpny. That is correct. You see, they deposit counterpart 
when we finance the transaction. We demand a refund of dollars. 
and we have to return counterpart to the country. 

Mr. Forp. Also, will you indicate what disposition is made of the 
refunds. 

Mr. Murpnry. Yes, sir. 

(The information requested is as follows:) 


DisPosITION AND Uses or Rerunps BY ForEIGN GOVERNMENTS oF MSP 
EXPENDITURES 


Refunds of MSP expenditures received from foreign governments are in the 
first instance credited to the original appropriation account from which the MSP 
expenditures were made. In general, they are reprogramed for the original 
purposes in those instances where the funds continue to be needed for the program 
for which the expenditures were originally made and the recipient country showed 
good faith in attempting to abide by ICA regulations. ICA policy prohibits, 
however, reprograming such funds for use by any other country than that for 
which they were originally programed, Where they are no longer needed to 
complete the original planned program for a country, they are returned to the 
general fund of the Treasury. 


93522—57——_65 














1024 


If ICA is successful in obtaining refunds as a result of its present oil suits 
these amounts will be returned to the Treasury. ? 

Mr. Passman. This condition is not limited to the procurement of 
oil. It covers a broad field of commodities? 

Mr. Murpuy. Yes, sir. 

Mr. PassMAN. There are many claims pending. What is going to 
happen if you get into this program far enough and find out actual 
leaders of the country were involved? 

Mr. Murpny. Of course, they are sovereign countries we deal with, 

Mr. PassmMan. If you should find out, say, the head of a country 
made himself a million dollars in such manner, what would you do? 

Mr. Mourpnuy. Thank the Lord we have never stumbled across such 
a situation. 


















BREAKDOWN OF BUDGET INCREASE FOR PERSONAL SERVICES 





Mr. Passman. The proposed increase over 1957 is $4,531,600 and 
is itemized as follows: Retirement contribution, $1,016,000; new mis- 
sions in new locations, $1,300,000; improved personnel operations, 
$500,000; shipment of surplus commodities, $600,000; annualization, 
$1,100,000. 

ANNUALIZATION 


OF POSITIONS 








Mr. Scorr. The word “annualization’”’ is subject to interpretation. 
We have in our request funds for financing on a full-year basis per- 
sonnel and other objects that we requested in last year’s budget only 
for a portion of the year. That would be the interpretation of annuali- 
zation. This is a full-year basis for personnel and other objects we 
requested last year on less than a full-year basis. 

Mr. Passman. What do you mean by full-year basis? 

Mr. Scorr. For instance, in our operation in Morocco we started 
that in January. Therefore, rents, pay of personnel would have been 
for a half year. For this year we finance it for the full year. 





IMPROVED PERSONNEL OPERATIONS 
Mr. Passman. What do you propose to do with the $82,000 for 
improved personnel operations? 

Mr. Scorr. This is one of the most important of the programs. 

Mr. PassMan. Yesterday we were presented a similar item of about 
$1 million under the heading of “Interregional Expenses.” 

Mr. Scorr. This is a similar item, similar purpose, for administra- 
tive funding as differing from program funding. 

This will provide for the full complement staffing program which 
I previously mentioned, a total of $582,195. 

This means it will enable us to begin recruitment sufficiently in 
advance of the time when an employee who occupies a key position 
in the field is to leave that position so that we can have his replace- 
ment on the job by the time he leaves. That is basically the full 
complement program. We do not try to do this for the total number 
of people but for key positions only. 

We have a worldwide total of 375 positions that we have selected 
as key positions. Those positions which it is to the advantage of the 
United States to maintain filled all the time without a lapse of several 
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months awaiting replacement when an employee resigns. It will re- 
quire 75 positions to majntain these 375 positions “fully occupied. 

Mr. Passman. I do not know as much about this now as I did when 
you started. Are these people to be paid when they are not on duty? 

Mr. Scorr. No; they will be on duty receiving training. Every 
employee before we send him to the field receives training. 

Mr. Passman. That has been done in the past? 

Mr. Scorr. Yes, sir. The only difference is that the employee 
was not selected, not hired to replace a man until after the man had 
actually resigned. Now we will hire in advance of the effective date 
of the resignation so that the replacement will be able to be at the post 
at approximately the time the employee who is resigning leaves. 

Mr. PassMaN. In effect, you are merely increasing the number of 
personnel. 

Mr. Scort. It is an increase in the number of personnel. 

Mr. PassMan. Why not so state it? 

Mr. Scort. It is actually 66 additional positions with an annual 
requirement of $582,000. 

Mr. PassMAN. I have here a question we discussed briefly before, 
the annualization. An increase of $1,100,000 is shown. What has 
been the total amount for this purpose in the past? 

Mr Scorrt. I do not believe | can answer it in that form. 

Mr. PassMan. What is the basis for the increase of $1,100,000 in the 
annualization? 

Mr. Scorr. The increase, sir, comes basically from the programs 
that we started late in fiscal 1957, the programs in Morocco, Tunisia, 
Ghana. 

Mr. PassMAN. Ghana is the new nation? 

Mr. Murpuy. Yes, sir. 

Mr. Scorrt. Still on your first question, the personnel program, 
there is an additional item for junior trainee positions to provide 22 
junior administrative and fiscal trainee positions for assignment to 
missions abroad. This is heavily lapsed, 22 positions, a total of 
$102,300. 

Mr. PassMAN. Is this in addition to the number you mentioned 
earlier? 

Mr. Scorr. Yes, sir. 

Mr. PassMan. Is this in addition to the 1,506 civilians in the 
Department in Washington? 

Mr. Scorr. Yes, sir. 

Mr. PassMANn. This would be a part of that total? 

Mr. Scorr. No, sir. This will be a part of the request for the 
field. There are 20 positions provided in that for an intermediate 
refresher training program to provide refresher training during periods 
of reassignment to our present employees, including language training 
where necessary. 





INCREASED NUMBER OF MAN-YEARS OF EMPLOYMENT IN FISCAL YEAR 
1957 DESPITE CONGRESSIONAL REDUCTION IN BUDGET REQUEST 





Mr. PassMaNn. In last year’s hearings you stated the ICA man- 
years would be 3,426, based on a request of $29,450,000. Now, on 
page 14 of your separate justifications, you show a total of 3,506.7 7 


man-years with a smaller appropriation. How do you account for 
that? 
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Mr. Scorr. Actually, sir, I think it results from taking the redue- 
tion basically in the “Other objects” classification rather than in the 
01 classification. 

Mr. Passman. In 1957 there was a budget request of $35,250,000, 
Congress appropriated $33,595,000, a reduction of $1,650,000. Where 
was the cut applied? 

Mr. Scorr. That was applied basically in the ‘Other objects” of 
expenditures, sir. 

Mr. Scort. I can give you a complete breakdown of our request 
last year. I will have to do this for the record. I can give our re- 
quest for last year and the actual expenditures this year. Without 
a personnel program that will provide a possibility of continuity in 
the trained people we have, we will have loss of experience as we have 
had in the past at really very serious detriment to us, and, I think at 
considerable more overall expense. 

Mr. Passman. I thought that had been the procedure all the time. 

Mr. Scorr. Our personnel operation, sir, up until 9 months ago, 
or approximately a year ago, was operated enchudively on the pattern 
of ECA operations, which were on a year-to-vear basis. 

Mr. Passman. Is that one of the many predecessor names? 

Mr. Scorr. Yes, sir. Historically when four agencies were put to- 
gether to form ICA, their differing practices were applied to individual 
functions. The personnel practices of ECA were adopted by this new 
agency, made up of a combination of others without, I believe, taking 
into full account the changed character of the personnel requirements, 

Mr. Passman. We try this new program? 

Mr. Scorr. Yes. 

Mr. PassmMan. You do not know whether or not this will be suc- 
cessful. It is an experiment, to sore extent? 

Mr. Scort. It is an experiment, to some extent. 

Mr. PassMAN. We may be doing you a favor not to permit a start 
on this. The other agencies say “No.” 

Mr. Scorr. The other agencies say no? 

Mr. PassmMaNn. You said this care into being 9 months ago. 

Mr. Scorr. It is new to our agency, but not to other agencies 
engaged in operations overseas who do have training programs for 
their employees, who do have full-com plement operations. 

Mr. Passman. I have been under the impression you always had 
trained personnel. In the past I thought we had been told that there 
was but little difficulty in recruiting the type of personnel you needed. 

Mr. Scorr. No, sir. 

Mr. Passman. My reference is to the administrative personnel, 
not technicians. 

Mr. Scorr. We do have trouble hiring and keeping trained ad- 
ministrative personnel. 

Mr. PassmMan. Last year you requested $15,105,400 for Washing- 
ton office expenses. The amount expended for 1957 for departmental 
purposes, for both ICA and State, according to your justifications, 
was $15,243,450. Evidently Washington expenses were increased 
by $88,050 and the entire reduction was taken in overseas operations. 

Mr. Murpuy. I do not recognize the figures, sir. Our total for all 
agencies in Washington for 1957 is estimated at $13,861,450. This is 
shown on page 7. 

Mr. Passman. Look at page 46 of the justifications. Then look at 
the departmental figures for the State Department. 
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Mr. Murpuy. We will have to ask for an opportunity to reconcile 
them. Frankly, I cannot, at first glance. The figure on page 6 of 
the book is to reflect the total for all agencies, departmental. 

Mr. PassMAN. You must add the other State Department item, 
which was separate this year and was combined last year. That 
figure has to be included for the total. 

Mr. Morpay. I had overlooked that item. 

Mr. PassmMan. With so many figures, these items may be readily 
overlooked. 

Mr. McA.uister. The State Department figure is not included in 
these. 

Mr. Passman. Was it not included in the justifications last year? 

Mr. Murpuy. Yes, sir. 

Mr. Scorr. This has been adjusted to show the elimination of that 
item. 

Mr. Murpnuy. That would account for the difference, because last 
year’s justifications would have had in the 1957 column the items that 
are now going to be under 411 (d) for State Department, a separate 
item. So, the comparison is correct, Mr. Chairman. 

Mr. PassmMan. Evidently Washington expenses were increased by 
$88,050 and the entire reduction made in overseas operation. 

Mr. Scorr. I would like to comment on that for the record, sir. 
My impression of what we have done in ICA was to take the reduction 
in personnel in Washington rather than in the field, except in those 
places in Europe where we were normally cutting down. I know of no 
conscious decision or figures that would show that in ICA we took the 
cut in the field and favored Washington. 

Mr. PassMaAn. Mr. Murphy, do you care to comment? 

Mr. Mourpuy. I could only corroborate Mr. Scott’s statement. I 
was under the impression, also, that we had deliberately tried to 
avoid taking the cut in the field and conserving Washington. 


REQUEST FOR NEW OVERSEAS PERSONNEL 


Mr. Passman. How would you justify an increase of $1,300,000 for 
1958 for new overseas personnel? 

Mr. Murpny. That is an extension of the same thing, Mr. Chair- 
man; a reflection of the fact that we believe the field is understaffed 
and should have more administrative-type people out there to perform 
the kind of functions Mr. Scott referred to. 

Mr. Passman. Did not you say the same thing with respect to the 
Washington personnel situation? 

Mr. Murpuy. The number of increased personnel requested for 
Washington staff in this whole book is 43, whereas, for the ficld, it is 
160, or 4 times as many in terms of positions. So that that shows 
that 4 out of 5 new positions would be for overseas work. 

Mr. Passman. Four out of five? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. The program is being decreased in total dollars and 
cents, but the administrative personnel number is increasing? 

Mr. Murpay. On the nonmilitary side, we had this year just under 
$1,900 million for economic-type activities exclusive of Public Law 
480. As Mr. Scott has shown, the request for 1958 is $1,964 million, 
or about $65 million more than last year. 
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Mr. Passman. In effect, is not it almost the same? 

Mr. Murpnry. That is right. Granting there may be some reduc- 
tion in that figure by the Congress, it would be more than offset by 
increasing ségponsibilities under Public Law 480, where the increased 
deposits of local currency are expected in fiscal year 1958. 

Mr. Passman. If the committee and the Congress should grant the 
request, you will have $1,900 million of nonmilitary expenditures. 

Mr. Murpay. In dollar appropriations plus Public Law 480. 

Mr. Passman. If the Congress should reduce the amount, your 
he 9g could be reduced in proportion? 

Mr. Murpnuy. No, sir; that was the point of Mr. Scott’s earlier 
chart, where he showed you could theoretically cut large amounts of 
money out of the nonproject segment of this program without affecting 
the need for personnel. His chart showed 8 percent of the money, 
technical cooperation money, was financing 86 percent of the people. 
So that, just for purposes of theorizing, Mr. Chairman, if you cut $100 
million off the $900 million requested for defense support, you would 
not have anything like the effect on personnel that a very much 
smaller cut in technical cooperation would have. 

Mr. Passman. In effect, the more we give away the smaller the 
percentage of administrative expense? 

Mr. Murpny. On nonproject aid, that is correct, but the project 
aid is the kind that is increasing. 

Mr. Passman. By making larger appropriations, so as to get a 
reduced percentage in the administrative category this still would not 
be much of a saving, would it? 

Mr. Scort. No, sir. 


ADMINISTRATIVE COST OF THE REFUGEE AND MIGRATION PROGRAM 


Mr. Passman. Why is the estimate of $1,400,000 for administrative 
cost, refugee and migration program, included in this item instead of as 
pes of the State Department’s administrative expense item in this 

ill? 

Mr. Murpny. The reason for that is section 411 (d), which covers 
what you refer to as the State Department item and which is going 
to be justified next, was intended for the State Department expenses 
relating to foreign-policy review, and United States regional office in 
Paris. The refugee expenses included in this document are opera- 
tional programs; they are for administration of the operational 
refugee programs and not for the kind of policy review called for in 
the other items. 

Mr. Passman. Would there be any objection to having it trans- 
ferred back? 

Mr. Scorr. Which one? 

Mr. Passman. This $1,400,000 for administrative cost of the 
refugee and migration program. 

Mr. Murpny. Offhand, I would not see any objection whatsoever 
to that. 

Mr. Passman. Why was it transferred to this? 

Mr. Murpuy. This was not switched over. It has been in this 
item a long time. 

Mr. PassmMan. You do not know of any reason why this should not 
be transferred to the State Department item? 
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Mr. Murpuy. From the ICA standpoint, it would be perfectly 


myoorste. 
Mr. Passman. Mr. LANHAM? 


COST OF ANNUALIZATION OF POSITIONS AUTHORIZED IN FISCAL YEAR 1957 


Mr. Lanuam. About your annualization figure there—I notice your 
appropriations for administration for the year 1956 was $33,500,000, 
and for 1957 it was $33,595,000. So, you had very little money to 
put additional people on the payroll, did you not, for whom you ask 
to annualize this vear? 

Mr. Scorr. Our request last year, sir, was lapsed on the basis that 
a number of items we requested funds for would not come into being 
or personnel would not be required until later in the year. With that, 
the answer to your question is “Yes,” with the addition that Europe 
is cutting down. 

Mr. LanuaM. Do you have the figures for those salaries of those 
people you put on that you have to annualize? Can you tell us how 
many of those there were? Is that detailed anywhere in the record? 

Mr. Scorr. No, sir. 

Mr. Lanuam. Can you give us that? 

Mr. Scorr. We have it. 

Mr. Lanuam. Suppose you give us that for the record. 

(The following lalermpatson was supplied for the record:) 
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Mr. Scorr. These are people we requested last year on less than 
a full year basis. 

Mr. Lannam,. You requested, but you did not get, them. 

Mr. McAuuister. May I comment that it is not all personal serv- 
ices. It is also annualization of rent costs, supplies and materials 
and equipment and such things in relation to the employment. So 
that it would not be all salaries. 

Mr. LanuaM. You asked for additional technical people. Will 
you not have trouble getting those now? You apparently did not 
employ all you had the money to employ. 

Mr. Scorr. We have difficulty getting technicians. 

Mr. Lanuam. What makes you think you can get these additional 
people if you could not get them this year? 

Mr. Scorr. I think, sir, that our employment is closer to our 
ceiling this year than it has been in the past, that our personnel prac- 
tices have improved to such an extent that we can get new people and 
maintain on the rolls people who are now with us to a much greater 
extent than before, so we do not have the loss of personnel that we 
had in the past. 

With those two changes—one being in retaining personnel and the 
second being in better recruitment practices—we will be able to reach 
the man-year figure requested in this budget. 


ADDITIONAL PERSONNEL FOR DEVELOPMENT LOAN FUND 


Mr. Lanuam. On this development loan program, you say you are 
asking for only 10 additional positions there? 
Mr. Scorr. Yes, sir, but the unit that will handle this will have 


approximately 38 to 40 prone in it. The other [additional] people 


will come from personnel now with the agency. The agency at the 
present time is making a considerable amount of loans so that this 
is not entirely a new function to ICA. 

We think that there would be required only an additional 10 people 
over and above those people we have now performing functions in 
this type of activity. 

Mr. Lanuam. That is all. 


LOCATION OF NEW MISSIONS AND ASSIGNMENT OF NEW PERSONNEL 


Mr. Passman. Will you provide for the record the location of 
new missions and assignment of new personnel? 

Mr. Scort. Yes, sir. 

(The information requested may be found on p. 1055.) 

Mr. Passman. Mr. Natcher? 


PROGRAM IN GHANA 


Mr. Natcuer. I want to direct your attention to page 5 of your 
a narrative statement. There in the righthand column, Mr. 

ott, I notice where you request $1,300,000 to be used for the opening 
of new missions or provision of personnel in new locations in un- 
developed areas and additional cost of operations begun in fiscal year 
1957 in Burma, Ghana, Morocco, and Tunisia. 

Now, Mr. Scott, it will not be necessary to have any mission in 
Ghana or any additional employees because we have no program in 
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operation in Ghana and we have made no commitments, is that not 
correct? 

Mr. Scorr. I think we have signed a general agreement. There is 
no commitment except one to furnish a technical library to the 
Government of Ghana. But it is anticipated that during this coming 
year we may have requests from the Government of Ghana for 
technical assistance. 

Mr. Natcuer. How many employees do you charge up to Ghana 
and how many will you charge up in fiscal vear 1958? 

Mr. McAtuister. At the ‘present time we have two. We contem: 
plate a maximum of six if the program is enlarged. 

Mr. Natcuer. What program? 

Mr. Scorr. It will develop if there are requests from the Govern- 
ment of Ghana for technical assistance. 

Mr. Natcuer. You have a program underway during the present 
fiscal year of 1957 in Ghana then? 

Mr. Scorr. Very recently there was a general agreement signed 
with the Government of Ghana, and we have agreed to provide them 
a technical library. That is the only thing that “has been done. 

Mr. Natcuer. When was the agreement signed, Mr. Scott? 

Mr. Scorr. I would have to supply the date for the record. My 
recollection is it has been in the last 40 days. 

Mr. Natcuer. Before June 18? 

Mr. Scorr. I would not be certain of that, sir, but it would be right 
around in there. 

Mr. Passman. Will the gentlemen yield? 

Mr. Natcuer. Yes, sir. 

Mr. Passman. When were these justifications printed? 

Mr. McAuutstmr. About 10 days ago, sir. 

Mr. Passman. The justifications which are before this committee, 
from which we have been turning the pages for 4 weeks, were printed 
10 days ago? 

Mr. McAtuisrer. No, sir; you did not have these justifications 
before you. They were just brought up a couple of days ago. 

Mr. Passman. These are new justifications? 

Mr. Murpny. Yes, sir; these are a more elaborate spell-out of the 
administrative expense requirement than appears in the other presen- 
tation books. 

Mr. Passman. You certainly mention Ghana in this. 

Mr. Murpny. Yes, sir, and we have provision in the budget, as 
Mr. McAllister said——— 

Mr. PassmMan. Why did not the Secretary of State have knowl- 
edge of what is being done there? 

Mr. Barnes. Mr. Chairman, I am Robert G. Barnes, Special As- 
sistant for Mutual Security Affairs, Department of State, and if I 
may I would like to respond to that question. 

Mr. PassMan. Very well. 

Mr. Barnes. The Secretary, I believe, interpreted Mr. Natcher’s 
question as an inquiry as to whether we had made an advance com- 
mitment that we would supply certain amounts of aid in the future. 
What he tried to convey was that, for these newly developing coun- 
tries, we were not making advance commitments, nor would we at this 
time, make a governmental commitment to supply a certain amount 
of economic assistance to Ghana next year. He did not mean to 
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leave the impression that we were not planning to render assistance 
to these newly independent countries. If you will recall, a major 
part of the statement that Secretary Dulles made to this committee 
was with respect to the very difficult problem that the newly inde- 

endent nations faced, and our particular desire to be in a position 
to help them achieve a sufficient degree of economic independence to 
bolster and support their newly won political independence. 

I think the apparent discrepancy that you have pointed out, sir, is 
a technical one, as to what respective meanings we attach to the word 
“commitment.”’ 

Mr. Natcuer. In the budget proposals for 1958, how much is 
requested for Ghana? 

Mr. Murpay. There is a request for $800,000 for the technical 
cooperation program. 

Mr. Narcuer. $800,000? 

Mr. Murray. Yes, sir. 

Mr. Narcuer. Mr. Scott, what proportionate part of this $1.3 
million is to be used for the opening of a new mission in Ghana? 

Mr. McAuuister. The total amount for 1958 is $169,300 for admin- 
istrative expenses. 

Mr. NatcHeEer. $169,300? 

Mr. McAuutster. Yes, sir. 

Mr. Narcuer. Of the total request of $1.3 million? 

Mr. McAuuistmr. Yes, sir. 

Mr. Narcuer. Will you please break the balance of that down as 
to Burma, Morocco, and Tunisia? What proportionate share will 
Burma receive? 

(The following information was supplied for the record:) 


Increase in fiscal year 1958 over fiscal year 1957 in missions opened late in fiscal 
year 1957 


Positions | Mission year} Amount 


ae 
Ghana 
Morocco... __- 
Tunisia 


Total... 


Mr. McAuuister. Mr. Natcher, if I may correct the figure I just 
gave you for Ghana, it was $159,800. For Burma it is $160,800, 
Morocco, $261,400, and Tunisia $179,800. That makes a total of 
$761,800. 

Mr. Natrcuer. Then as I understand it, Mr. Scott, at the present 
time only arrangements have been made for a small library as far as 
Ghana is concerned; is that correct? 

Mr. Scorr. That is correct, sir. 

Mr. Natcuer. Assuming that this committee took no action on the 
$800,000 that apparently was discussed, at least in some manner during 
the months of April and May, then it would cost $159,800 out of this 
figure of $1.3 million for the library; is that correct? 

I am now referring to the small technical library to which you re- 
ferred earlier. 
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Mr. Scorr. No, sir; I do not think so. I think that if the United 
States were not to engage in a program of technical assistance to the 
government of Ghana that we, of course, would not put the personnel 
there required and requested for that part of the program. 


BASIS OF ESTIMATE FOR PROGRAM IN GHANA 


Mr. Narcuer. How do you arrive at this figure of $800,000? Did 
you have any preliminary studies or preliminary consultation or con- 
ferences to arrive at this particular figure which you are now request- 
me the committee? 

{r. Scorr. This is a program request for Ghana. I will have to 
ask Mr. Murphy to answer that. 

Mr. Natcuer. What is the procedure in regard to that, Mr. 
Murphy? 

Mr. Murpnuy. Well, in a situation like this, Mr. Natcher, where the 
country involved was not a party to a definite agreement to a pro- 
gram, and so forth, for 1958, the $800,000 would represent the best 
judgment that the people in our Near East organization—Near East 
Regional Bureau—would make from their knowledge of what the 
needs in Ghana were for technical assistance, as to what would be a 
reasonable program to attempt to have in Ghana in 1958, and this 
may have resulted from contacts with personnel in the Department 
of State who would be more familiar with Ghana because they, of 
course, have been in there from the beginning; whereas, we do not 
go in until a program starts. However, it is a judgment figure. 

Mr. Natcuer. In arriving at your figure of $800,000, then there 
are conferences held between representatives of the ICA, the State 
Department and of the new country of Ghana? 

Mr. Murpuy. Not necessarily. As a matter of fact, I would not 
think that would be the case in the case of a new country like this, 
which was put in the 1958 budget in anticipation of its independent 
status before it actually received that status. 

Mr. Natcurer. How do you arrive at the figure of $800,000 if you 
do not have conferences with representatives of the country? Do 
you just make a guess at the amount involved, or how do you arrive 
at that figure of $800,000? 

Mr. Murpuy. It is a judgment figure, Mr. Natcher, which rep- 
resents the best judgment that the people in the United States 
agencies—State and ICA, who know most about what the situation 
is in Ghana, as to what a reasonable level of aid would be during 1958, 
assuming we got a program started there. 

Mr. Passman. When did the country of Ghana gain its political 
independence? 

Mr. Barnzs. I am not sure of the exact date, sir, but it was at the 
time of the Vice President’s trip to Africa, which I believe was about 
the middle of March. 

Mr. PassMaAn. In March of 1957? 

Mr. Barngs. Yes, sir. 

Mr. Passman. Ninety days before the beginning of fiscal year 1958? 

Mr. Barnzgs. Yes, sir. 

Mr. PassmMaNn. Dealing with this matter realistically, fairly and 
impartially, would not it have been better for this country to have at 
least permitted those people to operate as a nation, for 1 year, maybe, 
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and to have stayed away from there with this program, rather than 
to rush in and say, “We are able to help you do this?’”’ They must 
have had some integrity or they would never have gained their political 
independence. 

Mr. Barnes. I think, Mr. Chairman, there is a big difference, as 
we have seen in many of these countries, between political independ- 
ence and economic independence. 

Mr. Passman. However, do you think that the nation is in such a 
weak condition that it could not have waited for 1 year for this 
country to have gone in there with our aid and advice? 

Mr. Barnes. We have not rushed in there, sir, with our aid and 
advice. But on the basis of reports from our regular field missions 
and our knowledge of the situation in that country, the program 
officers in Washington have felt that there would be a requirement 
for some technical assistance next year. 

Mr. Passman. For the fiscal year 1958? 

Mr. Barnes. Fiscal year 1958; yes, sir, and we have come before 
you with these programs, requesting appropriations for that purpose. 
Mr. PassMAN. It appears to me that there has been some rushin 
ing on. Here is a country which was created in March 1957 an 
or our fiscal year which begins July 1, 1957, you have $— re- 

quested for Ghana for technical aid. 

We have not even given that country, as we would say in Louisiana, 
an opportunity to dry itself behind the ears before we go in there with 
some type of an aid program. 

Mr. Barnes. We will not go—— 

Mr. PassMan. I suspect there has been some urging on our part. 
I believe some urging is going on somewhere to get 67 of the 87 nations 
of the world in on this program. 

Mr. Denton, do you have any questions? 





JUSTIFICATION OF PROGRAMS FOR NEWLY FORMED COUNTRIES 


Mr. Denton. Did you people appear before the Bureau of the 
Budget to justify your expenditures? 
Mr. McAtuister. Yes, sir. 
Mr. Denton. What did you do about Ghana at that time? 
Mr. Murpuy. There was, I am certain, a request for a program 
for Ghana included at the time. 
Mr. Denton. When did you appear before the Bureau of the 
Budget? 
Mr. Murpny. Actually, Mr. Denton, the word “appear,” is not 
uite appropriate. What happens in the mutual security program is 
that the Bureau of the Budget cooperates with the management side 
of ICA in a joint review of program proposals that come up from the 
programing offices in ICA, and State. 
Mr. Denton. What I would like to know is when you appeared 
before the Bureau of the Budget. 
Mr. Murpuy. That would have taken place in November or 
December of 1956. 
Mr. Denton. Did you justify this Ghana expenditure at that time? 
Mr. Murpuy. We had, as Mr. Scott has said, a provision included 
for a 1958 program for the country of Ghana. 
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Mr. Denton. That was the November before it became an inde- 
pendent country? 

Mr. Murpnry. Yes, sir. 

Mr. Passman. You were anticipating that they would gain their 
independence and that they would let us come in with aid? 

Mr. Murpny. Yes, sir; and anticipating a request for it. 

Mr. Denton. What commitments have you made in regard to 
Malaya? 

Mr. Murpuy. Well, again, we have the word “commitment.” 
We have made no commitment about Malaya. 

Mr. Denton. What justification did you make to the Bureau of 
the Budget about Malaya? They are going to receive their inde- 
pendence in August. 

Mr. Murpny. I believe there is no provision included for any 
assistance for Malaya in the 1958 program. 

Mr. Denton. There is nothing in this budget for Malaya? 

Mr. Murpnry. That is correct, sir. 

Mr. Denton. Why did you pick Ghana, and not Malaya? 

Mr. Murpuy. That is a question I just cannot answer, but I would 
immediately say that it is entirely possible that during fiscal year 1958 
after Malaya achieves her independence that she might request aid 
and be given it. 

Mr. Denton. You have given us a table of a summary of your 
requests which was prepar ed 2 weeks ago; is that correct? 

Mr. Mourpury. Yes, sir. 


BASIS FOR ESTIMATE FOR ADMINISTRATIVE EXPENSES 


Mr. Denton. When did you appear before the Bureau of the 
Budget and how, for instance, did you justify the amount of per- 
sonnel which you ‘would employ in the year 1958? 

Mr. Scorr. Our appearance, sir, before the Bureau of the Budget 
on Administrative Expenses came later in the program. In other 
words, the program budget was completed before the administrative 
expenses item came up 

Mr. Denton. When did you complete that? 

Mr. Scorr. On the administrative money our discussions with the 
Bureau of the Budget took place in April. 

Mr. Denton. Of this year? 

Mr. Scorr. Of this year; yes, sir. 

Mr. Denton. After the President’s budget message? 

Mr. Scort. Yes, sir. 

Mr. Denton. Do you know how they included the figures for 
administrative expenses of ICA in the budget without your having 
a hearing on it before that time? 

Mr. Scorr. It was included as an estimated figure, sir, based on 
last year with an estimate—not a detailed estimate—of what would 
be included this year. 

Mr. Denton. Would you please turn to page 11 of the budget? 

Mr. Scorr. Yes, sir. 

Mr. Denton. I believe that illustrates the record of the ICA for 
fiscal year 1956, actual, estimated for 1957, and estimated for 1958; 
is that correct? 

Mr. Scorr. Yes, sir. 
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Mr. Denton. If I am correct, the only accurate record you had at 
that time reflected that you had a total number of employees of 2,941; 
that is, 1,961 American and 972 locals. Is that the figure which was 
included in the budget estimate for your expense for personnel? 

Mr. Scorr. That is the actual for 1956, sir. At the time we ap- 
peared before the Bureau of the Budget, we were well into 1957— 
almost to the end of the year 1957, sir. 

Mr. Denton. It was testified that that figure was an estimated fig- 
ure based upon previous expenditures. Was that figure the one you 
show in this table for the year 1957 of $27,528,800 for a total employ- 
ment of 2,941 employees? 

Mr. Murpuy. a sir. 

Mr. Scorr. That was in 1956. 

Mr. Denton. That is the figure included in our budget estimate 
which we had before us at the first of the year? 

Mr. Scorr. I think the record will show, sir, that what was included 
in the President’s budget was based upon actual expenditures, plus 
those increases expected for this coming year. 

Mr. Denton. When did you make that estimate? Was it made 
back in November? 

Mr. Scort. Yes, sir; we made tentative estimates in November. 

Mr. Denton. What was the estimate that you made at that time? 

Mr. Scorr. It was considerably more than was included in the 
request as finally presented here, sir, of $35 million. 


NUMBER OF EMPLOYEES 


Mr. Denton. Was any effort made to check on how many 
employees you would use? 

Mr. Scorr. Yes, sir; absolutely. 

Mr. Denton. And, the figure was larger than you have here? 

Mr. Scorr. Yes, sir. 

Mr. Denton. From this table, as I get it, for the year 1956 you 
employed a total of 2,941 employees; in 1957, 3,507; and for 1958 you 
expect to have 3,862? 

Mr. McAuuster. Mr. Denton, the columns of the table to which 
you are referring represent man-years of employment rather than 
total numbers of people employed at various times during the year. 

The figure for 1956 would have been 2,245, plus 972, for a total of 
3,217 positions, rather than the 2,941 you cite. 

Mr. Denton. You mean you estimated that they put in more 
time? 

Mr. McAuuister. No, sir; that we would have more people—2,245 
Americans putting in a net time of 1,969 man-years. 

Mr. Denton. | do not quite get that. To which case are you re- 
ferring? 

Mr. McAuuisrer. The same one you are looking at, sir. I am re- 
ferring to the first column which shows 2,245 American positions. 

Mr. Denton. Was that because some people did not work the full 
year? 

Mr. McA.uistErR. That is correct, sir. 

Mr. Denton. That shows an increase of almost 33.3 percent from 
1956 to 1958; is that right? 
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Mr. McA.uister. No, sir. The increase in Americans, sir, of 
positions, is from 2,000 

Mr. Denton. Man-years? 

Mr. McAuuister. From 1,969 man-years of American employment 
in 1956 to 2,242 man-years in 1958, There is an increase of American 
positions of 268 from 1956 to 1958. 

Mr. Denton. What was the situation in regard to the locals? 

Mr. McAuutster. The locals increase from 972 in 1956 to 1,620 in 
1958. 

Mr. Denton. That reflects an increase of almost one-third; does it 
not? 

Mr. McAuurster. In the locals; yes, sir, but I should point out, sir, 
that the great increase in locals results from basically one shift —the 
shift from the military command operations in Korea to civilian 
operations. 

This was the phasing-out operation. 

Mr. Denton. That took place about 3 years ago; did it not? 

Mr. McAuuister. It took place, I believe, in fiscal year 1956. 

Mr. Denton. The first year I came on this committee was in 1955, 
and as I recall we had some testimony in regard to that matter at that 
time. 

Mr. McA tutsTer. It went up from 47 to 236 from 1956 to—— 

Mr. Denton. 1956 was the vear when the change was made, at 
least. This actually was projected in 1955, was it not? 

Mr. McA.utster. The actual fiscal year 1956; ves, sir. 

Mr. Denton. That is right. That change is not included in here? 

Mr. McA .uisTErR. It is included, sir. 

Mr. Denton. Why should it be? 

Mr. McALLisTEeR. Because it took place in 1956, sir. 

Mr. Denton. You mean that the table for 1956 does not reflect 
the increase? 

Mr, McAuuisrer. That is correct, sir; not to the full extent. 

Mr. Denton. Let us go back to 1957, the last year there was an 
increase of Americans from 2,076,to 2,242, and an increase in locals 
from 1,431 to 1,642. 

Mr. McA.uisreEr. 1,620, sir. 

Mr. Denton. Mr. Chairman, I would like to have this page made 
a part of the record, if I may. 

(The page referred to follows:) 
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SUMMARY OF OBLIGATIONS BY OBJECT 


Mr. Denton. Please turn to page 15. Is that a summary for the 
entire worldwide operation? 

Mr. McAuuister. That is a summary for the worldwide operations 
as concerns the International Cooperation Administration. 

Mr. Denton. I would like to have that page made a part of the 
record also. 

(The page referred to follows:) 
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Comparative summary of obligations by object class—departmental and overseas 


Actual 1954, total Estimate 1957, total Estimate 1958, total 


Description 


Number | Amount | Number | Amount | Number} Amount 


Permanent positions____-- _| 2,245.0 |$16, 175,866 | 2,320.0 |$17, 090,815 | 2,513.0 | $18, 633, 920 

Deduct lapse. - - - sommuaee 311.0 | 2,406, 114 | 291.7 | 2,144,618 323.0 | 2, 563, 930 

‘ peti ee Belle bee ; 2 aiid 

Net permanent positions... | 1,934.0 | 13, 769, 752 2, 028.3 | 14, 946, 197 .0 | 16,069, 990 
Average permanent local personnel | | 

not included above - - _- d | 972.0 | 1,568,497 | 1,431.0} 1,707, 900 | 0 2, 260, 600 

‘Average part-time and temporary | } | 
personnel - sad sss] 149, 570 | 20. 2 | 164, 630 2.7 203, 880 


Average employment all ci- | 
vilian personnel. __- 2, 925. 6 5, 487, 819 3, 479.5 | 16, 818, 727 3, 832 18, 534, 470 
Regular pay in excess of 52-week | 
base. - - pialanines gi ; 60, 432 | _. 67, 730 
Payment above basic rates, civilian 
personnel: | 
Living and quarters allowance_. 870, 274 | aid 989, 065 1, 203, 450 
Overtime and holiday pay 291, 093 | Z | 332, 790 | 275, 200 
Nightwork differential _ 3, 000 3, 000 
Additional pay for services | | | 
abroad 480, 590 662, 450 825, 300 
Payment to other agencies for reim- 
bursable details eo, 15.0 55, 689 27.2 | 323, 600 | 29. 2 | 352, 700 





Total personal services obli- | 
2, 940.6 | 17, |} 3,506.7 | 19,129,632 | 3,816.9 | 21, 261,900 


DIRECT OBLIGATIONS 


| 


Personal services 7, ee CL _| 21, 261, 900 
NE a> Shakin «dd ations lite a peat. 2, 322, 200 |. 2, 520, 500 
Transportation of things__....-. ‘ EEE 934, 300 
Communication services- ; ieee | ed nd. Ga 1....sceoon 545, 200 
Rents and utility services ’ eiteacatel, Ree to<en 2, 019, 600 
Printing and reproduction | P cipal 394, 600 |. 430, 400 
Other contractual services... ... fh eee Pius ebasel 694, 200 837, 500 
Services performed by other | 
agencies lodoes No webdanpiba al Un ‘ sata i 4 gf eee 2, 462, 100 
Supplies and materials_.......-- iia ch cabs 616, 900 | _- 636, 400 
Equipment mete . 57 |. 615, 378 
Lands and structures. _- TS. 5, } 400 
Grants, subsidies, and contri- | 
SL. < nusnecnesanece 5 9, 48 8, 030 
Contribution to retirement | 
fund la . | ae aa . 1, 016, 000 
Pensions, annuities, and insur- 
ance claims......._._... Y aw ee esnastlies ts ty ‘ . ---- 
13 Awards and indemnities 25 Reerinigueigal TUE Th naonuonol 8, 706 ; 9, 300 
15 Taxes and assessments_._______- s 22, 449 |__._..._--| 15, 830 15, 900 


Unvouchered Sen igos WE Fb cine scat 8, 960 ; 15, 000 





Total direct obligations. ______| _.| 27, 522, 794 |_.- __| 29, 068, 400 ; 33, 600, 000 


OBLIGATIONS PAYABLE OUT OF REIM- | | 
BURSEMENTS FROM NON-FEDERAL | | | | 
SOURCES 


(8 Supplies and materials__- 
 Equipment........____......|. 70, 000 70, 000 


Total obligations payable out | 
of reimbursements from | 
non-Federal sources..---.- -- _— 390 | ; 70, 000 70, 000 


OBLIGATIONS PAYABLE OUT OF REIM- | 
BURSEMENTS FROM OTHER AC- | 
COUNTS 
0% Printing and reproduction... -| ; a 2, 000 .| 2, 000 
07 Other contractual services beds at... 178, 000 178, 000 
Total obligations payable out | 
of reimbursements from | | 
other accounts ee cts f goths 180, 000 a 180, 000 
peel 27, 534,099 |. 29, 318, 400 |__- __| 33, 850, 000 
| | 
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NUMBER OF EMPLOYEES 


Mr. PassmMan. Mr. Alexander? 
Mr. Atexanper. Mr. Scott, I believe that according to the figures 
in comparison with employees in Washington and abroad and the 
nationals, the latter part of 1957 fiscal year, there were 3,308, and the 
request for 1958 is for 4,133; is that correct? 
Mr. Scorr. Sir, I am not able to identify those figures. 

Mr. ALEXxANpER. Those were the figures you gave, broken down, 
to Mr. Passman. I was not exactly sure w hat date in 1957 that was, 

Mr. Scorr. That was the April 30, 1957, figure. 

Mr. ALEXANDER. That would be an increase of 825. It has been 
the policy of the House Committee on Appropriations to not increase 
any of the employees in the domestic request during this year. 

Do you feel that it is more important that we increase employees 
in the ICA than it is in our local or domestic programs? 

Mr. Scort. I think, sir, that if the United States Government finds 
it is in its own best interest to engage in programs in new countries 
or to step up types of technical assistance programs in other countries, 
and funds are provided by the Congress to carry out those programs, 
then the administrative personnel necessary to these programs should 
of necessity be provided also. 

Mr. ALexanper. If the Congress decided to keep the number 
of employees the same as you had last year, you could still carry out 
the program in an efficient way; could you not? 

Mr. Scorr. No, sir; I believe, sir, it would result in a much less 
effective use of United States assistance funds toward obtaining the 
objectives the United States is trying to achieve by the use of these 
funds. The same number of personnel we have today, I believe, 
cannot hope to carry out the expanded type of project assistance 
that has been proposed for fiscal year 1958 programs. 

Mr. ALExANDER. On your chart on page 4 I see where activities in 
Europe were reduced from 94 percent down to 6 percent while at the 
same time your reduction in personnel was 72 percent, leaving you 28 
percent. What is the explanation of that? 

Mr. Scorr. The increase in the program in Spain and the program 
in Yugoslavia, sir, during that period. 

Mr. ALEXANDER. You reduced it almost down to nothing, as far 
as activities were concerned, and why was not there a corresponding 
reduction in personnel? 

Mr. Scorr. There was a corresponding reduction in personnel, sir, 
and in total the personnel went down from 705 in 1953 to 156 in 

June of 1956. 

Mr. McAuuster. If you check later dates, Mr. Alexander, the 
American positions in fiscal year 1956 were 193 and they have de- 
creased to 130 in fiscal year 1957. 

We are planning to reduce them down even further in 1958 to 105. 

However, in Yugoslavia and Spain the programs require full 
staffing. 





NUMBER OF EMPLOYEES IN YUGOSLAVIA 


Mr. ALexanpER. How many people do we have in Yugoslavia? 
Mr. McAuuistsr. For 1958 for Yugoslavia we are planning to have 
20 American positions. 





ve 
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Mr. ALEXANDER. What will they do? 

Mr. Scorr. They would be the mission director, the controller’s 
office, the program office, and the administrative section of the 
operation. 


NEED FOR MORE EMPLOYEES IN UNDEVELOPED COUNTRIES 


Mr. ALExanpER. I believe it was stated earlier that it requires 
more employees in these undeveloped countries. Is that because we 

in and help them develop their projects? 

Mr. Scorr. Basically, it means, sir, that we have to more closely 
review the engineering of projects, and we have to make closer 
checks on the carrying out of projects, and check the actual use of 
the items supplied. 

It means more work before we determine to do something, and 

ter work in carrying it out. There is no business community in 
most of these countries to carry out the activities in the way they are 
carried out by the business communities of Europe. 

Mr. ALEXANDER. Actually, you do go in and help them work out 
these projects; do you not? 

Mr. Scorr. It depends upon the interpretation of the word, sir; 
the Government may ask us to give them assistance in the general 
agricultural field and a survey may result in our recommendation to 
them that the way they could do the most in the field of agriculture 
would be to develop an extension service. If they were to concur in 
the recommendation, then we might provide them with assistance in 
establishing an extension service in their own government. I do not 
think we go in and try to say, ‘““You should do this or you should do 
that,” from the beginning. It results from the fact that they need 
assistance, and recognize that they need assistance in a broad func- 
tional field. 

Mr. ALEXANDER. That is all, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth? 


BUDGET ESTIMATE FOR ADMINISTRATIVE EXPENSES 


Mr. Wicc.Lreswortn. Mr. Scott, the figure we have been discussing 
for administrative expense in 1958 is $35 million. As I understand 
it, that is $4,830,000 in excess of what you had for the current fiscal 
year; is that correct? 

Mr. Scort. Yes, sir. 

Mr. Wiccteswortu. In other words, you had $30,169,000, in fiscal 
1957, and in fiscal 1956 you apparently had $28.6 million. 

Mr. Scort. Yes, sir. 

_ Mr. Wiceieswortu. The Senate action on the authorization bill, 
if sustained, would reduce the $35 million figure by $2 million, as I 
understand it? 

Mr. Scort. That is correct, sir. 

Mr. Wicciteswortu. Which would leave you $2,830,000 above the 
current fiscal year, of which $1,066,442 is for the civil service retire- 
ment contribution? 

Mr. Scorr. Yes, sir. 

Mr. Wice.eswortn. If you knock that out, and assuming that the 
Senate position should prevail, you would be about $1,763,000 above 
the current fiscal year? 
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Mr. Scorr. That is correct, sir. 

Mr. Wrecieswortu. I notice on page 4 of your book of estimates 
that the total is broken down into about 15 items, and that about 1) 
of those items show increases as compared with the amounts available 
in the current year. 

The first of these items is for personal services for which you are 
asking $22.1 million, as compared with $19.8 million in the current 
fiscal year. Do I understand that that is wholly in regard to adminis- 
trative personnel as distinguished from personnel i in the field in con- 
nection with technical assistance or other projects? 

Mr. Scorr. That is correct, sir; this is exclusively for administrative 
personnel. 

Mr. WiceLteswortH. Where do we find the figures in reference to 
project personnel such as technicians? 

Mr. Scorr. There would be no technicians in this, sir. 

Mr. Wiaciteswortsu. No; but page 15 of the chart book shows not 
only the trend in administrative personnel from 1953 to 1958, but also 
in ICA technical personnel, and the contractor personnel. 

Mr. Scorr. That will be shown in our administrative justifications 
as well as in the program justifications with breakdown, sir. 

If you will look further behind, for example, on page 13, you will see 
the figure for program personnel. These are the technicians requested. 
The detailed justification for those 5,870 program personnel is in- 
cluded in the series of large books which have been provided, sir, 
broken down on a country basis. 

Mr. Wiae.ieswortn. In other words, the project personnel is all 
included in country or regional breakdowns, and while you refer to 
them in your estimates here, they are not included in the specific 
figures before us? 

Mr. Scorr. That is correct. We do break it down by area further 
on, sir. 

For example, on page 33 as to the Near East and South Asian area, 
we show that there will be 1,767 technicians requested in the 1958 
budget. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 

Mr. Wice.eswortn. Is this personnel limited to technical assist- 
ance projects or does it include other projects? 

Mr. Scorr. It includes others, sir. 


TECHNICAL ASSISTANCE PROJECTS AND PERSONNEL 


Mr. Wicetesworrn. I wish you would furnish for the record, 
with respect to fiscal year 1958, the number of technical assistance 
projects contemplated, the number of countries involved, and the 
number of technicians contemplated on the —— 

Mr. Scorm1. We would be glad to furnish that, 

(The information to be furnished follow s:) 


Technical assistance, fiscal year 1958 


Number of technical assistance projects contemplated JALNO? ae 213 
Number of countries involved_-- -- eye 60 
Number of field technicians contemplated on the technical assistance Pay: be 

roll (United States employees on duty close of year) - nie wea 3, O77 
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NUMBER OF ADMINISTRATIVE PERSONNEL 
Mr. WiaeLeswortH. Coming back to the administrative personnel 
item, the figures seem to vary somewhat, but am I correct in under- 
standing from page 4 of your book of estimates that the number of 
positons contemplated or requested in fiscal year 1958 is 2,600, as 
compared with 2,397 in the current fiscal year, and 2,320 in fiscal year 
1956? 

Mr. Scorr. That is correct. 

Mr. WiaGLesworTH. So that as between 1957 and 1958 there is 
requested an increase of 203 positions? 

Mr. Murpny. That is right; 160 of which would be in the field and 
43 of which would be in Washington. 

Mr. Wiae_eswortn. Yesterday we had some discussion under 
“interregional expenses” of a contemplated increase of 160 positions. 
Is that the 160 vou refer to? 

Mr. Scorr. No, sir. That is a separate item, sir. 

Mr. Murpuy. Those are technical personnel, in the technical co- 
operation appropriation, Mr. Wigglesworth. I believe, Mr. Me- 
Allister, you may remember, that 160 increase was in connection with 
the full complement? 

Mr. McAuuister. Yes, sir; 142 of the proposed increase of 160. 

Mr. Murpuy. Of technicians as distinguished from administrative 
personnel. 

Mr. WiaeLeswortnH. That is a third type of personnel. That is 
neither project personnel nor administrative personnel? 

Mr. Murpuy. That is right. Those are the people we spoke of; 
if you recall that interregional expense justification was mostly tech- 
nical personnel required in the United States to backstop the people 
out in the missions on the projects, so really they are project-type 
personnel, but they are not located in the countries. 

Mr. Wiacieswortn. | would think they were really administra- 
tive personnel. That may be debatable, however. 

Mr. Murpuy. We distinguish, Mr. Wigglesworth, between those 
who are actually implementing the projects and those who are en- 
gaging in management activities. These people we referred to yester- 
day are personnel who are actually engaged in the aspects in the 
United States that have to do with carrying out and implementing 
projects, whereas, the people in this budget are all those who are in 
the administrative and planning stage, as differentiated from im- 
plementation. 

Mr. WiaGLeswortnH. You are asking for 2,600 positions which you 
classify as administrative personnel? 

Mr. Murpny. Yes, sir. 

Mr. WieGLeswortH. You are going to give us some technical assist- 
ance information. Will you please also place in the record the num- 
ber of area project personnel in 1957 and 1958, and the number of 
interregional personnel in 1957 and 1958? Does that cover the whole 
picture, or are there some more? 

Mr. Scorr. That will be all. 

Mr. Murpuy. That is it. 

Mr. W1GGLEswortH. Please indicate the overall figures for the 
record. 

Mr. Murpny. Yes, sir. 

(The following information was supplied for the record :) 
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The number of program personnel] estimated to be on hand in the field June 30, 
1957, will be 3,179; June 30, 1958, 3,618. The interregional personnel estimated 
to be on hand June 30, 1957, will be 364; June 30, 1958, 490. 


ADMINISTRATIVE STAFF INCREASES AND DECREASES 


Mr. WiccteswortH. You say you want an increase of 203 posi- 
tions? Is there anywhere a breakdown of these positions, so that we 
can see what they represent? 

Mr. Scorr. In my opening statement, sir, there was a general break- 
down of the 203, and it is broken down through the detailed justifica- 
tion behind this general summary that you have been reading from, sir, 
There is a greater detail on those personnel. 

Mr. Wiacieswort#, I think it would be helpful if we could have in 
tabular form the breakdown of these 203 positions by description, 
classification, salary, and so on, so that we can see the whole picture, 
I would like further detail. 

Mr. Scorr. We will be glad to supply it for the record. 

(The information to be furnished follows:) 


MotTvat Security ProGRaAmM ADMINISTRATIVE EXPENSES 


Summary of staff increases and decreases, fiscal year 1958 over fiscal year 1957 


Increase Decrease Difference 


Num- Salary 
ber 


$526, 261 , 78 
137, 590 336, 400 
512, 640 60, 035 

9, 120 
113, 925 
47, 865 


Department of State: 
Departmental 


127 | 957,256 | +203 | +1, 619, 285 


International Cooperation Administration, administrative expenses, staff increases 
and decreases, fiscal year 1958 


DEPARTMENTAL 


Increases Decreases 


Position title | 


Num-| Salary Grade |Num- 


Office of Director: Deputy Assistant Director 
for Reftuzee and Migration. 
Office of Development Loan Fund: 
Manager 
Assistunt Manager 
Office director 
Division chief 
Regional loan officer 
Loan adviser 
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International Cooperation Administration, administrative expenses, staff increases 
and decreases, fiscal year 1958—Continued 


DEPARTMENTAL—Continued 


Increases Decreases 


Position title 


Grade |Num-} Salary Grade |Num. Salary 


—— - - 


Office of Development Loan Fund—Con. 
Investment adviser 
Liaison officer 
Guaranty officer 
Administrative aid 
Control clerk-statistician 


tal 
Office of. Assistant to the Director for Security 
Affairs: Assistant to Director for Security 
Affairs. 
Executive Secretariat: Junior policy analyst 
Office of the Assistant Director for Congres- 
sional Presentation: Attorney adviser. 


Office of the Assistant Director for Finance: 
Assistant Director for Finance. -.........-- 
Staff chief 
Staff associate chief. 


Guaranty officer 
Assistant loan adviser 
Guaranty officer 
Loan assistant 


2s 


Office of the General Counsel: 
Administrative assistant. 


$222 


= 
R 


Office of the Deputy Director for Program 
and Planning: 
ponent program officer 


ise | 





| Bi 


Office of African and European Operations: 
Morocco desk officer 
Ghana desk officer 


Office of Far Eastern Operations: 
Assistant Chief 
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International Cooperation Administration, administrative expenses, staff increase 


and decreases, fiscal year 1958—Continued 


DEPARTMENTAL—Continued 

















| Increases | Decreases 


ics ‘ 
Grade |Num- Salary | Grade In um- Salary 
| ber | | ber 


Position title 


Office of Latin American Operations: | 
Assistant desk officer: 
Bolivia - -_--- chetitdnete ne daha Cede 1 
CU gulp emane cs Siweds bal | GS-7_. 1 
Colombia_____- Sdadansobul | GS-7__..--| 1 
Ul ascot - A date b-tuen al WE-ted 1 | 
Secretary - _. 1 | 







Total. 


i 
Office of Deputy Director for Technical | 
Services: 


Special assistant ____- badaad ‘ |. GS-13.....| 1 $9, 635 
Accounting and fiscal clerk _ _- — niall GS-5. 2 8, 420 
Administrative assistant -- | GS-7....-.-| l 5, 335 
Administrative aid _ -- I UE eee sale GS-5 | 1 3, 670 
Clerk-typist - - “ 1 : 






Office of Contract Relations: 


Assistant Director, nonprofits.............) GS-15... 1; 11,610 ‘ 
Sereuey.«~.---<k4.5.3....-- ae GS-6. | 1 | 4, 080 








oe | 2] 15,690 





Total. . inte 








Office of Public Services: | 
| 11, 610 | 


Chief, Africa and Europe Branch-__-.....| GS-15__- 1 | 
Program control officer _--- L .| ao eee 1 | 5, 440 
Administrative assistant-_- or ol 1 , 440 











OEE 6 neh ncncdatin a os i ie 2 2, 490 






Office of Transportation: 
Assistant air Serene GS-13... -.| 1 8, 990 
Secretary - oii oie 3 ..| GS-5..__- 1 3, 670 














IE cinthin ncn. th b a : : | 2 12, 660 






Office of Industrial Resources: 


Coal specialist _ - a ; ; ia fs GS-15... 1 11, 610 
Petroleum specialist - - -__- stitial | GS-15 1 11, 610 
Investment adviser. : | : al ..| GS-14...- 1 10, 320 
Staff development specialist - - - : : GS-14 1 10, 320 
Planning officer... __.._- : : ‘ . é eusien G8-13.. 1 9, 850 
Investment adviser.................-.. | +8-13__- 1 9, 205 
Secretary... j <iaie aa | GS-5 l 3, 940 


Total_- ; ee coe 7 66, 855 
Office of Labor Affairs: Area labor advisers. ‘ 35, 910 

























Office of the Controller: 





Special assistant __-__._-____- ; ..| GS-14... 1] 10,320 | aenaiincaial 
Auditor...... ; GS-13_.. - 1 | 8, 990 naaqeiete 


Total____- 

Office of Organization and Methods: 
Management analyst. . -___- -< GS-12... -- 1 7, 570 |_. cats dace 
Clerk-stenographer - - GS-4 1 3, 415 


Be niianh < 

















Office of Personnel: 





Personnel officer - cai | GS-13 1 | 8, 990 | 
Training officer. -_-._.........2... .-ses-...| GB-32. 1 | 7, 570 
Administrative aid. ..-.........-...-.-- -| G@B-7.2062. | 1 | 4, 525 | 
Clerk-stenographer- - - - _- Sided ..-.--| GS-5. 1 | 3, 670 
onal cilia necmcani | GS-40} 1} 3,415 eS 
nore nh a | 8 | 28,170 |-... ie — 
Office of Statistics and Reports: Statistical | GS-7.-. ¥ 4, 525 | 


assistant. 
Office of Public Reports: Clerk-typist | 
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DEPARTMENTAL—Continued 


Increases Decreases 


Position title | 
Grade Num- 


1 | 
Grade Num-| Salary 
ber 


| 
be 
ber | 


a ee eee oe " 7 = . = = | 
Administrative services: 
Records management analyst_ g 
Area traffic analyst- - -- : 
Total. paaaaige Saath | 6, 390 | 2} 9,050 


Training program: Junior trainee positions— oS 
Reclassification costs +. .__- ; re } 1, 291 


Total departmental___..........-- 526, 26 : | 2| 326,796 





rance: | 
Seeroller........... eR etree ICA-3 $12, 900 
Labor adviser bP ae | es eh haa bea dene ewes 12, 600 
Special assistant - wide Se Sa SS 8, 015 
Field investigator____.___- Poaaak bai ieenh son taticeh sleet 8, 725 
Secretary - - - -- aoe MED rcs pul 7 peer, ..| FSS-10__-. 4, 780 
Administrative assi the ‘ ween oad |. FSS-11 4, 480 
Secretary ; : : epg isa FSS-11 ; 8, 705 


TL ene teig! ot it eh RE Ee ae 8 60, 205 


Germany: | 
Chief, Industry Division i abe ees pce ....| FSR-2-- 12, 600 
Economist _- -.-- imewcieat ciate ccrecs eae tata 11, 020 
Field representative - - - - Te 4 et . tit tba FSS-4___. 8, 270 
Secretary - ia * wdhenteninieieamll FSS-10- 4, 610 


Total _. 


Italy: 
Director nintataiich clei le 
Executive assistant _-____- 
Controller - 
Economist-. -- 
Accountant ; seca ss 
Communications records supervisor ae , bis FSS-11 | 4, 610 
Secretary . Pare: ai FSS-10___- 4,910 


4 20, 000 
R-2 | 12, 900 
2 10, 185 


| 
aS 
ess 
mS 


S 3 9, 120 


Do ode satel at a - FSS-11. 
Total. 


Portugal 
Chief representative _ __-_- “ owile aia) | 12, 900 
Secretary . .........- dibicbscan — ileonnesleouss al | 4, 480 


United Kingdom: | 

Deputy Director_...- mene a 5 aiblaciaiasn ‘Ss Za 14, 600 

Economist__....._.. bie : rSS- : 16, 795 

Administrative officer ; ‘SS-f 7, 825 

Administrative assistant_____....-- ‘SS-11_. 5, 000 
ae ‘ u 4 ‘SS . 4, 650 

Secretary............- ‘ ¥ .| FSS 5, 000 
Do. 


Yugoslavia: 
Controller . _ wee ‘SS-1__- 10, 700 
Executive officer... ...--- ; “s ‘Ss- | 9, 120 
Field observer - - -_-- : le ~ 
Secretary ......- onuepisieneas .....| FSS-12.. 1 3, 800 

Total... 8. =a haman 2 it 2 23, 620 |__.. 


Area Controller: | 
Deputy Controller ‘Ss Joa | 10,185 
Field Investigator ‘SS- 
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EUROPE—Continued 





Increases Decreases 









Position title 













Grade INum- Salary Grade |Num-| Salary 
ber ber 

Economic Officer Unit: 

Economist 






Chief, Food and Agriculture Division 


sccugiaewiicineeeemeeeensaegecd s 1 14, 60 
EE INE CN UENOE b 5 cp jigaccshapesaed scceccckeasdfocosceleccesouece FSS-1..... 1 11, 665 
Economic analyst......... Letdebcoppasbongisebuce Mut nimnnsdebonsen’ FSS-3..._-. 1 7, 630 
I ee. eee OE. ne enteabenienoenneieds FSS-5..... 1 7, 825 
ak aa adidas ibidiadaandamaaaal FSS-7....- 1 6, 355 
ETP ONED. cpsanucceddadiccdicdsth demtds hanlnebochsctecsecss FSS-10.... 1 4 650 
a ss meena bane’ ii el tice FSS-12_... 1 800 








Program officer saath Sf ae eee 
End-use investigator 38 ; aannncteceeabaeta 


SUE Alena: ch dee biiceccdussheninselaagnedsdion ‘ 





BG, 390 Niceussenocatens 







Overseas personnel program: Full comple- 








0 fe a nn ees ee Te | er 


Ceylon: 


i i ons cnukialocscnenecalest oul FSR-2.--- 1 EE Cine nemcneiicion 
i in Cl)... ccckatsbnakebeibitininendsestubessshsncbihinas| Ga eicesh 1 



















Tran: 


RE MO ihn a bnabbeaebunehitell FSS-3..... 1 0, G86 bi ccudis wccihec chee 
Ee nn. caennabewabuitils FSS-3...... 1 9, 19D hondccccccceslecucatee 
Eni use investigntor...................... FSS-4..... 1 G, F7O. be cncnccccoce}uvecstleeeen 
EE, Snel ha eo ececabeeneall FSS-4__..- 1 8 | eee eee 
55 occadececcdécsccnenancatvn ssateinatehsiealeliapetsntidaienansigtivinn > aaa 13, 200 
TTT Un non autianeheakekesemebeemant FSS-12...- 2 F, OBO Nncdiwdecocccs|oocscclase 


Reclassification cost 













EE Or 
BE Ee GURNEE riewdnccncccccepeoesed FSS-65..... 


Assistant program officer 
PORES VS GENOMES. «. . . cc ccccccccocccccusa = 

Administrative assistant .................. FSS-8..... 
PE heckivnnckecedpocbabecasepsssatel Wat Owenn 
Mail! and Records supervisor. ............- FSS8-10..-.- 















Pakistan: Program analyst 







ey Cie nccccessccbiidticcecdscccs ICA-3..... 12, 900 

ET Sod. «ce csnenanegaacicouceapeaaanll FSS-10.... OGB5 | 6....~.-cncajacceseleeeeeee 

a  E ccka haw adn sanet Sd nanek 4,220 
Lethiseuscbatsasssdebdbbanokenescd FSS-10.... 5, 395 


FSS-12.... 3, 800 
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NEAR EAST AND SOUTH ASIA—Continued 







































































Increases Decreases 
— Position title 
Grade |Num-| Salary Grade INum-| Salary 
y ber ber | 
cal a a 
Turkey: . | 
185 Special assistant for economic affairs. .__.. FSR-2._.. ie lewtbenhisdeideres 
630 ON EE SS ee ee ICA-3..... 1 BY eins eespinecace teen ohdeamees 
— tbh is cic s50a.cancncmennnmuedth, 662cccinnas ince Abiacon tote FSS-13__. 2 $7, 515 
= tthe ce ncnnngisf teens nenbabileciaiasinwen 91. MM ees | 3] 7,08 
600 . | | 
665 Area representative. _....._.-. Diltadgcatieleacihd FSR-1.... 1 DT irae ricinus | nn pahcaienlaet 
630 mA, ppemapative Silacsequueuane aeidttinibeetial FSR-2.... 1 REE Ibanaiitveccoslinss oditeae 
£25 is paca She keane FSS-1....- 21 SA kh. cocaine 
355 OO ee eas FSS-1..._. 1 PO Gi iP canbe ws ee 
650 iitiictigbncdocmidntamancwhwimandasl FSS-10.... 1 OBE Ne wiceudbcecel. cincele<gphe 
a Sich cossantuapiciblaienek boctbodnistaceaiin | 6] 63,950 |... [vandal 
525 | —_—_—_— ——— | ——— 
neal Overseas personnel program: 
en GUPDNONIOTNS.... on nnnccclbdatactonans FSS-4_.... 22 Ss Te niet netin tatibtucd~dinckuciicas 
Training, junior....-..-------_-__. --.-.-| F88-10.... 7 32, 550 | FSS-10.... 3 15, 950 
ail rebates, relresher.................... | FSS-2..... 5 Ge baccin ans Batietintinwnioetdincas 
7 I cannich ccinaimaicniennseieitelln abs cssbaona! camadeketaiea SOR GRE nnncncteta 3 15, 950 
= Total, Near East and south Asia........|......--.--- ~ 62 | 512,640. SE ciediitesaenaee “10° 60, 035 
400 AFRICA 
—— ——— eee ee | = ay ! 
Ethiopia: 
Accountant assistant......................| FSS-8_.... 1 $5, 715 |_- = 
= Secretary -.._..-- ind de tneas seiweinn |} FSS-11__.. 1 Gide Rinsdcdsnenxcioosaetbacbeae 
Reclassification cost.......-..-_- easel pactedadipanecsl 2, 160 = 
| | EEE ‘oa 
635 IIIITIDD iS csi clinics dauitianheinedi eile hecic toa hated 2; 12,100 | ao 
aap Ghana: i ern “ 
635 a .| FSR-1..--!] 1 14, 600 }....-- ee 
“ Program officer. -...._- wcthiheteieoaim aint | FSS-1....- 1 BEE Uahcacinodonwalsiuandlocackhoauen 
Executive officer__...........-- inacio asap FSS-1....- 1 ee isis cnwsthcacs sn 
ICA renresentative..............-- eh. iS Ea a FSS-3.._- 1 | $9, 120 
ee Controller... OP em achia FSS-2..... 1 9, 925 | idontemindipsaad 
rc Administrative assistant nmnmaiale FSS-10_... 1 © Oe Sink itebicen <tecid shen aocteeie 
an Reclassification cost..............--.- woke. | —425 Fis 
ht a bl Yivcabul si BL OI cn, 1 9, 120 
Liberia: Deputy director_...............---.--| FSR-3.__- 1 10, 600 |__..- a 
Morocco: | iw | e 
Deputy director__.__ FSR-1.- 1 BCG Reaesan seed bisdaedts odadiece 
Economist... FSS-1 ----| So FR Oee bxacecncsndueabiussodl ack 
Assistant program officer......- FSS-2_....| 1 9, 925 as 
ana General services officer... : FSS-5....-| 1 7, 630 aa 
ae Accountant auditor... FSS-5.....| 1 a cae ce 
a Program operations officer FSS-5....-| 1 TOY Lec anneanacltiedie debeawhieeesan 
— End use investigator___-_- FSS-5_....| 1 9 GE isiagihnnyicicdaddosihainenieenm 
Personne] officer... ..- FSS-7.__...| 1 6. 355 oa 
oe Administrative assistant... ...---| FSS-10....| 1 GI scsidea i cindal deo inchnawsedeaas 
oa Secretary -.._...- sain ------| FSS-12....| 2| 7,600 ite 
=a a . icihavee Maan co.a inn’ 1! 84, 350 | Ee 
oi! Somalia: Es ey ore 
oe End-use investigator_......_-- FSS-3... 1 I Bk ean a ina heist baad aati 
—_ Field auditor ' FSS-4....| 1] 8,270 ie 
bie Secretary - - . : FSS-11 1| 4,225 
3 a va Sta 
soi Total_ : ; 3 21, 615 | . 
ug Central African Federation: | or 
ae Liaison officer___- FSS-1 1} 10,700 
1) Secretary. ___-- FSS-11 1 4, 225 
Lad Total_ 2/ 14,925 aes 
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AFRICA—Continued 


Increases Decreases 





| a 

Grade |Num- {Salary Grade |Num- Salary 
| 

ber | | ber 


Position title 


woes eects ab tact Bacau csneahietinnideeininainsisisanaiiaal 
| 
Nigeria: | 
Liaison officer _ saPeyebidesi Pus... 1 $10, 700 | 
Secretary -- wnat A 3 J 1 4, 225 


Total....-----. besetthee. aL. | 14,925 |. 


Uganda: 
ICA representative _- j ‘ 1 | 12,600 |_- 
Secretary - - caus 3 | 


Total. 


Tunisia: 
Chief, Economic Analysis and Program | FSS§ coal 10, 700 
Division. | | 
Assistant program officer. __- ‘ SS- 8, 270 
Accountant auditor -- sibs ; 5 S8S-5..._-. 7, 630 
End-use investigator. 4 onabe 38-5..___| 7, 630 |. 
Program operations officer _ _ ; 3-5... 7, 630 
Records supervisor ----.--..----- te : | 4, 225 
Administrative assistant SS-10_- | 4,650 
Clerk-stenographer. - - - -- 'SS-12... | 3,800 | 
Reclassification cost. _ - ; wofecnnne | 435 





LE | 54,970 | 








Overseas personnel program: | | 
Full complement. _ - SS-4 59, 675 | 
Training, junior a | FSS f 23, 250 
Training, refresher ‘SS-2 f 52, 200 


iscsi sisi ; eonsdioaee 20). eee | 


Total, Africa ; ni ; ip | 53 415,970 | 


| i 


FAR EAST 


Burma: 
Program specialist -- 
Program analyst _- 
End-use investigator .. 
Secretary 


win n owe : a 4| 30,095 


| 
Cambodia: | 
Assistant Director for Program Operations_} 1}; 12,900 
Field investigator... ’ 1 | 7, 630 
Chief accountant ‘ 1 7, 630 
Secretary - -- ‘ | Jal 1 | 4, 225 | 
2) . 1 | 3, 800 | 
Secretary-typist.__. 2 7, 290 
Program officer 4 | 
Assistant Director, Program Planning | | FSS-1_- 
Personne! officer _- | ‘ ‘s FSS-7_.. 
Personnel assistant (stenographer) | s ‘ FSS-10_.-. 


FS8-1_.._- $10, 700 
10, 700 


Total. 


Indonesia: 
Property management officer 
Mail and records assistant 
Transportation officer ____- 
1} 6, 355 


Total 
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‘FAR EAST—Continued 














Increases Decreases 








Position title | oe ae 
| Grade INum- Salary | Grade Num-| Salary 


| ber ber 








—_—_—— 


Korea: 






3, 390 


Provincial manager_ ‘ | FSS-1_. 3 | $32, 100 

Budget officer_....._.-..-.-- | FSS-4 1 OOD ue. ccccgl cae ee 
Administrative officer ___._ | FSS-5__. 3] 22,930 | 

Chief, accounting and reporting. os FSS-5__. 1 | 7, 630 | 

Auditor. nae FSS-5_.. 3 | 22,930 

Accountant ; é Soshedee | FSS-11 1 | 4, 225 

NR rn coe cits Scnomimeges | FSS-12. 1 | 3, 800 

Clerk-typist - - ‘ | FSS-13 1 E 
Requirements officer......- | FSS-2 1 $9, 925 
Hotel management specialist. pas FSS-7 1 6, 355 
Hotel manager oe | FSS-8 3 17, 145 
Fiscal accountant - FSS-8 1 5, 715 
Chief cook FSs 3 5, 22! 








Total. adie ‘ | 14 106, 275 9 54, 365 






Laos: . | 
Secretary - ---- eS FSS-11 1 4, 225 | 
Maintenance supervisor - - - _- FSS-5 | 1 7, 630 
Secretary - - -- FSS-12____| 1 3, 800 


Total _- 










15, 655 






Philippines: 


Administrative officer FSS-5__.. 1 7, 630 
Secretary - . ‘ FSS-11 1 | 4, 225 


Administrative officer. 








DS See ooo 4 ‘ | 2 11, 855 1 7, 185 

Taiwan: | | } 
Assistant Executive Officer__ FSS-2_____| 1 9, 925 | 

Assistant administrative officer- - 












Total. _-. Pre ae : ; 1 | 9, 925 l , 5, 850 
Thailand: , 7 






Auditor __. FSS-—4_. 1 8, 270 
Motor transportation officer - -_- FSS-6 1 | 6, 990 | 
Administrative services officer. FSS-7 | 1 6, 355 
Personnel assistant 3 FSS-7 1 |} 6, 355 | 
Administrative assistant i FSS-11 1 4, 225 | 


Assistant records supervisor 








BRO ocuaudcce sagbec 5 32, 195 . l 


2,9 


800 


Overseas personne] program: 


Full complement_- - 4 FSS-4 ; wi 195, 495 | FSS-13 1 3, 390 
Training, junior : FSS-10 6 27, 900 


Training, refresher FSS-2 5 | 52,200 







ee | 


De eth ccs : 5 | 841] 275, 595 j l , 390 

















Total, Far East 72 | 535,925 18 113, 925 


van 


LATIN AMERICA 






Argentina: 


EE Co decal temeamannnas ana FSR-2 1 reer ee ee eee aa 

NS, Sn oo. cokecndseeneaeon is FSS-2__.. 1 9, 925 i 

NT easmameda FSS-1__...| 1 WP t.:<.. wr 

End-use auditor... ............... FSS-5 | 1 7, 630 ’ 
ee ob a bathe neaeane FSS 2 9, 300 






Deputy director_._._- | eniniditinh nade — 2, : eile bee 
Special assistant to director.._..__-_-- 7 eet eee eee FSS-1_..- 1 $10, 700 
wae Olek, records........................ FSS-12 1 | Be oe ickciietn 

Deputy controller.......--...-.-.-- ..----| FSS-3.....| 1 9, 120 |... ‘as 
Reclassified positions... ......_- ; 4, 565 | 


Se enc hbideieutacteons ae aciatdeaatn’ ; TE  iiticcncceas 10, 700 
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LATIN AMERICA—Continued 


Increases 


Position title 


Grade j|Num-| Salary 
be 


Brazil: Reclassified positions 


British Gniana: 
Director 


Colombia: Reclassi‘ied positions 
Costa Rica: Secretary ‘ . - wdenbidians 
Dominican Republic: - 
Executive officer ‘ - 10, 185 
Secretary a ne 1 5, 000 


15, 185 
> == 
Ecuador: 
Deputy Director 
Reclassified positions 


E! Salvador: Reclassified positions 


Haiti: 
Economist 
Secretary 
Reclassified positions 


Total 
Panama: Secretary 


Paraguay: 
Deputy Director 
Progra’n officer 


Regional personnel program: 
Full comple nent FSS-4 


Jun‘or training FSS-10.__. 
Refresher training 


gs ie ; 161, 415 | 





Total, Latin America a 308, 860 


DEPARTMENTAL 








Deputy Administrator, Office of Refugee and 13, 975 | 
Migration Affairs. 
Chief, Refugee and Migration Division GS-15..... 11,610 
Security officer GS8-15..... 11,610 
Special accountant : sat @G-t6.... ik 3, =— 
Program officer... -.-- adaicnemarane arta GS-14 _. 10, 320 
Do a GS-13 .... 16, 785 
Foreign affairs officer GS-12__. -| 15, 140 
Progra n officer. . sonibeseachonnd 
Foreign affairs officer GS-11..... 6, 390 | 
Ad ° inistrative officer cee shetei aeolian Eh os sitnin to arebers : 
A:iministrative assistant GS-9_.._.. 11, 690 | 
Secretary. - : | 4, 525 | 
Adrrin strative assistant at a 
Secretary - . ; ; 4, 080 
Message center file clerk ...| GS-5 3, 670 |_- 
Secretary - - . S- é 11,010 | 
Clerk-stenographer 
Reclassification cost wanted isa ae 














Total, departmental. .......-- kpasckibonnaetaustal, aT meee wee cee 





EUROPE 
Austria 
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FUNDS REQUESTED FOR NEW FIELD OPERATIONS 


Mr. WicciEswortH. On page 19 of your chartbook you give us a 

neral breakdown into 8 or 9 classificatiuns of the overall increase of 
4,830,000 which you are requesting, the first of which is $560,000 
for new field operations to be undertaken in 1958. 

How many new field operations does that involve? 

Mr. Scorr. Approximately 10, sir. 

Mr. Wice.eswortu. Is that 10 new countries, or 10 new projects? 
What do you mean by “field operations” ? 

Mr. Scorr. They are new countries. For examples, Argentina, 
Central African Federation, Nigeria, and those are new. Other 

ossibilities are Uganda, but they are additional functions included 
in here, such as United States assistance to the Baghdad Pact, arrange- 
ments for an interregional project under the Baghdad Pact, which 
would require American personnel to be located at the pact head- 
quarters. 

Mr. Wiccteswortn. I do not want to duplicate, but I wonder if you 
could not give us a breakdown of the major items included in these 
rew field operations and the number of personnel and the number of 
collars which you contemplate would be required for each ? 

Mr. Scorr. Yes, sir. 

(The following information was supplied for the record :) 


The additional countries for which administrative funds are requested in these 
estimates for fiscal year 1958 are: 


Country | Number of Amount 
personnel 


Argentina. -_- 

Central Africa Federation.....__- 

Tecland -._. x5 

Iraq, Baghdad_-_-__. cpinriceamnaackenbiatcetiditetashcnpitseataabaeidimcakait ate ani 4 ae ean 
Nigeria_. | 


$152, 
42. 


SN Gbdicmecene cca ammpataennmiati cin Mt hana aceite aca Retail 
SMONCIOR . 2 nnnancnccasdddébadebh we 


|} wit w wv 
| 


is eer hecedencean widdalaneen see ene on eee ee ees 


ANNUALIZATION OF POSITIONS PARTIALLY FUNDED IN 
FISCAL YEAR 1957 


Mr. WiccieswortH. The next item is $760,000 for full-year opera- 
tions started in fiscal 1957 in Burma, Ghana, Morocco, and Tunisia. 
None of these missions, I take it, were in the picture when you came 
before us a year ago, were they ? 

Mr. Scorr. No, sir. We did contemplate them, though, sir, and 
funding was requested for them on a part-year basis. 

Mr. Wicciesworrn. It was requested on a part-year basis? 

Mr. Scorr. Yes, sir. 

Mr. Wiccteswortu. Did you or did you not have any unobligated 
balance out of the $30.1 million as of the end of the fiscal year? 

Mr. Scorr. Our complete reports are not yet in from the field, sir. 
It is expected it will be several days before we have the final figure on 
actual obligations for the past fiscal year. Preliminary reports from 
our field missions and our accounts in Washington show that we will 
have more than 99 percent of our funds expended or obligated. 

93522—57——67 
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Mr. WiccLEswortn. And. the $760,000 increase referred to repre- 
sents a full year’s operation on the identical basis that you are now 
operating? 

Mr. Scorr. No, sir; it does not. It means increased staff in those 
countries, sir, over what we have in the countries today. 

Mr. Wicciesworti. Will you indicate for the record, please, the in- 
creases involved in each country # 

Mr. Scorr. I have that information here, sir. 

Mr. Wiceteswortu. I would like it for each of the increases which 
aggregate the $760,000. 

Mr. Scorr. I would be glad to insert it for the record. 

(The information to be furnished follows :) 








Increase in fiscal year 1958 over fiscal year 1957 in missions opened late in fiscal year 
1957 








Positions Man-years Amount 
























RB hey RR TE hall a LA nee Met Inge et Ait RET ety 4 4.0 160, 800 
Ghana 4 4.0 159, 800 
Morocco oe 11 11.5 261, 400 
Tunisia 8 9.9 179, 800 








ed 3 Sees eee eee eres Bee Se De cnaanded | 





Mr. Wiccieswortu. The next item is $960,000 for the civil service 
retirement fund. That is self-explanatory. It is less than the figure 
mentioned before, I take it, because it does not include the refugee 
program contribution. 

Mr. Scorr. That is right. 

Mr. Wiccirswortn. The next item is $300,000 for refugee pro- 
gram. Are we going to have something on that more than we have? 

Mr. Scorr. Yes, sir. 

Mr. Wiaeteswortn. Is that coming later ? 

Mr. Scorr. Mr. McCollum is here to testify on that. 

Mr. Wiccresworrn. I think what I have already asked for will 


cover those remaining items, will it not, entitled to provide better 
administration ¢ 


Mr. Scorr. I think it will, sir. 
Mr. Wiccteswortn. I believe that is all, Mr. Chairman. 
Mr. Passman. Thank you. 




















PERSONNEL FOR DEVELOPMENT LOAN FUND 






You mentioned earlier that the development loan program would 
require 10 top personnel. 

Mr. Scorr. Ten additional, sir. 

Mr. Passman. Ten additional? 

Mr. Scorr. Yes, sir. 

Mr. PassMAN. But they will be top-grade personnel ? 

Mr. Scorr. Some of the ten positions will probably be secretaries. 

Mr. Passman. You are requesting funds for 10, The No. 1 man 
will be appointed by the President at a salary of $19,000 per year? 

Mr. Morpny. That is yet undetermined. 


Mr. Passman. The statement was so made in direct reply to my 
question. 
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Mr. Scorr. Yes, sir. I replied to that, sir, that that was included 
in the legislation as enacted by the Senate. 

Mr. Passman. You did state that the top man would be appointed 
by the President at a salary of $19,000 per year ? 

Mr. Scorr. Yes, sir. That is called for in the legislation. 

Mr. Passman. Then, will you state for the record a list of the other 
nine and their positions and what they will be paid ¢ 

Mr. Scorr. Yes, sir. 

(The information requested follows :) 


The 10 additional positions referred to above are: 





Positions 





1fund manager 

i division loan officer 

1 Joan officer 

1 liaison officer_-. 

ladiministrative aid 

1 statistician 

lsecretary 

BEGUN Viicnccnccece esieibibinchs ediitadghids 
2secretaries 





PERCENT OF ADMINISTRATIVE OBLIGATION TO PROGRAMED EXPENDITURES 


Mr. Passman. Mr. Ford requested some information with respect 
to a breakdown on the percentage of the overall expenditure for ad- 
ministrative purposes. Did you get the question plainly, Mr. Murphy? 

Mr. Murpuy. Yes, sir. 

Mr. PassmMan. You will know how to prepare this information for 
Mr. Ford ? 

Mr. Murrny. Yes, sir. I will insert it in the record at this point. 

(The information requested is as follows :) 


Mutual security nonmilitary assistance 


[In millions of dollars] 


| 


| 
| Administrative expenses 


r | ; | . [ administra- 
Fiscal year Program ex- | Appropria- |Appropriated| tive obliga- 
| penditures | tion request | by Congress | tins to total 


Percent of 


| (includes (includes Obligations programed 
authorized authorized expenditures 
transfers) transfers) 


Ras , 953.1 | 34. ¢ 32. 7 
, 585.3 | 34. ; 34. § 


, 600.0 | 36. 4 34. 


a 
, 246.9 | 43. 2 | 36. 


, 700.0 | 1 39.6 
| 





‘Includes a separate appropriation of $4.6 million for Department of State. 


Note.—The fiscal year 1954 approvriated figure was included in a lump-sum appropriation for adminis 
strative expenses in the am unt of $57.5 million for the entire mutual security program, including militery 
aisistance. The amount subsequently made available for nonmilitary programs was based on an admin- 
istrative determination. 


Mr. Passman. Mr. Miller ? 

Mr. Mitirr. Mr. Scott, as I understand this additional person- 
ne] excludes, as you pointed out, the field workers that are on specific 
projects; that this is the overhead for all the various countries and 
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the various projects, a large portion of which is here in the Wash. 
ington area, and a certain percentage out in various field offices? 

fr. Scorr. That is right, sir. This funds the executive direc. 
tion of the program, the financial control of the program, and the 
basic decision-making processes of the program. 

Mr. Mitier. And the amount of money involved and the number 
of field employees, while they have a bearing on this, have no direct 
proportion. In other words, when you have new projects in new 
areas. It reanires more people possibly than if you had new projects 
in an area where you already had a going concern ? 

Mr. Scorr. 1 think that is correct, sir. 

Mr. Miter. The amount of money involved is not the controlling 
factor, nor is the location necessarily the controlling factor? 

Mr. Scorr. Location does have a factor on the cost. It is a ve 
great factor on the cost, but the basic determinant is the type of 
program that we engage in in the country. 


RECRUITMENT OF PERSONNEL 


Mr. Mixer. I believe you stated that one of the functions of these 
administrative people is to recruit technicians and various quali- 
field persons to carry out the missions. 

Mr. Scorr. That is correct. 

Mr. Mituer. Could you tell us where those people will come from? 
Do they have to be in the civil service? How do you recruit them? 
How do these administrators recruit people for these projects? 

Mr. Scorr. The technicians, sir, are recruited under the terms of 
the Foreign Service Act of 1946. They are recruited into the For- 
eign Service staff corps and into the Foreign Service reserve corps, 
They are selected on the basis of investigation and of normal person- 
nel practices, similar to the practices of civil service. It does not 
require civil-service status. Many of these people do come, however, 
from other Federal agencies—people such as agriculturalists, pub- 
lic-health personnel, and these people retain their civil-service status 
and when they return they have reemployment rights in the agency 
from which they came to us. 

Mr. Mriiuer. You said something about the Foreign Service re- 
serve, and the Foreign Service staff. 

Mr. Scorr. That is right. 

Mr. Mituer. These administrators that we are speaking of here 
do not have anything to do with creating those staffs or the reserve. 
They select from what is already there offered to them: is that right? 

Mr. Scort. No, sir. They do select from the body of the country as 
a whole the best qualified people that they can get to fill these particu- 
lar positions abroad. 

Mr. Miuzter. Whether they are in these pools or not? 

Mr. Scorr. Yes, sir. There is basically no pool of sanitary en- 
gineers. for example. 

Mr. Mruer. You spoke of the reserve group. 

Mr. Scorr. I see what you mean, sir. The reserve is not a pool, 
sir. It is merely a classification, such as the general schedule in the 
civil service. 

Mr. Murr. Let us take a specific example. I talked somewhat 
about the silver designer that was sent to Cambodia. How would such 
a woman get into this picture? 
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Mr. Scorr. I did not get the last of the title. 

Mr. Mitver. You probably were not here when we were discussing 
the storekeeper in a nearby city that was selected to go to Cambodia 
to tell them how to make ornaments that might be acceptable to the 
American market. How would such a woman get into the service? 

Mr. Scorr. The people that would know the most about that—I 
would assume this would be in our industries office—would aid and 
guide our personnel technicians to sources of recruitment of people 
who were qualified to do this work, from a lost of people that the 
would obtain from industrial associations, or perhaps the silversafith 
guild. They would then select 10 or 15 people that looked the best 
qualified, contact them, see if they were interested in going abroad, 
and then select the best qualified one. 

Mr. Mriuier. Would these administrators that we are financing to- 
day be the ones that would look over those 15 people, or is that done 
outside of this particular shop? 

Mr. Scorr. This would be done by people funded from this appro- 

riation. 

: Mr. Miter. That is what I am trying to get at. Some of these 
administrative people would have to look over the field and select 
somebody for that type of work. 

Mr. Scorr. That is correct. 

Mr. Mitier. Let me approach it from the other angle. Off the 
record. 

(Discussion off the record.) 

Mr. Miter. Suppose John Doe wants to serve in Cambodia, or in 
some Middle Eastern country, or anywhere abroad, and feels that he 
is ss to be of service in this organization. What steps would 
such an individual take ? 

Mr. Scorr. He should write to us, ask for information from the 
agency regarding the types of jobs available in his field and the re- 
quirements of those jobs, and we would send him application forms, 
and the information needed regarding positions available. 

His application form would come in and a general review of the 
information contained would be made, as to his skills and his ex- 
perience. He would be judged as to whether he was qualified. If he 
were qualified, he would then be judged against all other personnel 
who were qualified in that particular field for selection for a specific 
job at a specific place. 

Mr. Mitzier. Suppose he was found to be qualified, but there was 
not an opening for the particular qualification that he had. Does 
it end there, or is he put in one of these pools, or whatever it is? 

Mr. Scorr. What we plan to do, sir, under the full complement pro- 
gram, let us say he was from a field that is in rather general use—say 
an agricultural extension expert—but there was no specific position 
open. Under our request here for, I believe, 108 additional positions 
we would go ahead and process him on the basis that if he were will- 
ing to accept employment anyplace in the world, we would put him 
in, go through the process of complete investigation of the man, give 
him his medical examination, bring him in for training in the way the 
program operates, and then assign him to a post to replace somebody 
who was leaving. 
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Without the funds for this 108 that we have requested, we would 
have to wait until the job became vacant, then we would go through 
the same process as above, which would mean a loss of some 8 to 6 
months before the position in the field would be filled. 

Mr. Mitier. When you say such applicant should ask you for the 
forms, et cetera, where is that addressed? To what agency ? 

Mr. Scorr. The Director of Personnel, ICA. 

Mr. Mituer. ICA? 

Mr. Scorr. Yes, sir. 

Mr. Mitter. You have outlined the way the recruiting is done for 
these specific assignments. Who recruits the administrators who do 
the recruiting? In other words, how do you select these top-level peo- 
ple here in Washington for the new places where you need them? 

Mr. Scorr. Washington, sir, is basically filled with people from the 
civil service. 

Mr. Miter. Is it necessarily State Department, or do you just look 
them over? 

Mr. Scorr. No, sir. It is separate in its administration from the 
State Department in that regard. 

Mr. Miturr. It is separate? 

Mr. Scorr. Yes, sir. 

Mr. Mituer. Normally, in the higher brackets you would get some- 
body that has already been in some Government service ¢ 

Mr. Scorr. That is correct, although our last two personnel direc- 
tors were from private industry. 

Mr. Mitter. But they would have to qualify under the civil service 
before you could take them ? 

Mr. Scott. They would qualify; yes, sir. 


Mr. Miter. There is a question or two I wanted to ask regarding 
some of these breakdowns. 


UNVOUCHERED DIRECT OBLIGATIONS 


I am reading from page 4, on the “Mutual security program com- 
parative summary of obligations by object class, all agencies, depart- 
ment and overseas.” You speak of direct obligations. What is “un- 
vouchered” down at the very bottom of the list? Why has that grown 
a considerable percentage, if not to a large amount? What are “un- 
vouchered direct obligations.” 

Mr. Scort. This is basically the entertainment—no, this is not en- 
tertainment at all, sir. This is funds made available for emergency 
use, and for items which are not otherwise provided for by appro- 
priation or legislation. 

Mr. Muuer. Are they covering what you might call certain classi- 
fied expenditures, such as the intelligence services sometimes have to 
have, where it just would not be in the national interest to have vouch- 
ers, or is it something of a bookkeeping nature? I just do not quite 
understand why it has jumped from $436 in 1956 to $15,000 in 1958? 

Mr. Scorr. It is, I think, both, sir. There is some expenditure 
under this for the obtaining of information, not with intelligence in 
the sense of national security intelligence, but in the sense of intel- 
ligence regarding operations of the program. 

Mr. Miter. In a business sense ? 
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Mr. Scorr. Yes, sir. 

Mr. Mitter. It does not have anything to do with security intel- 
ligence, but it has to do with your own business and other information ? 

Mr. Scorr. That is correct. That is one of the uses of it. 

Mr. Miter. Confidential reports; things of that sort? 

Mr. Scorr. Yes, sir. 


TRANSPORTATION COSTS 


Mr. Mrter. I notice that in some instances, while your personnel 
has gone up, and presumably travel has gone up for the same reason, 
that transportation of things in some of the instances has gone down. 

Does transportation of things mean personal belongings of indi- 
viduals going overseas? 

Mr. Scorr. Yes, sir. 

Mr. Miter. That is what that is? 

Mr. Scorr. That is the basic item covered by it. 

Mr. Miter. It does not refer to equipment for these projects? 

Mr. Scorr. No, sir. That is paid out of program funds. 

Mr. Miter. It seems strange that the travel would go up and the 
transportation of things go down in your estimates. 

Mr. Scorr. Sir, I think most of that is due to the fact that there is 
a big lump of what we call home-leave travel coming due in this 
coming year, and which does not require the transportation of personal 
effects of the employee. 

Mr. Miter. Does the increase in travel reflect the homecoming 
leaves rather than the added personnel ? 

Mr. Scorr. Both, sir. 

QUARTERS ALLOWANCE 


Mr. Mitter. What would you say was the average quarters allow- 
ance for your people overseas? Can you give me an average figure? 

Mr. Scort. I can give you an exact figure, but in breakdown it 
would vary very markedly between countries, and the average would 
not be completely realistic. Our total quarters allowance for 1957 
will be $578,615. Dividing that by the number of administrative per- 
sonnel abroad would give us—the number of people abroad would have 
to be reduced by the number who occupied Government quarters. I 
would have to supply the average on that, sir. 

Mr. Mitter. For the purposes of the moment, could you give me 
just a rough estimate ? 

Mr. Scorr. My guess, sir, would be about $2,400 per year. 

(The following information was supplied for the record :) 
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Summary of quarters allowances by class and family status 


a LLLP "eee 


Post classification ! 
Emplovee classi- | Family 
fication status 


Career minister Minimum.....| $1,000 | $1, 500 
FSR 1 to 3........ With....| Maximum. ...| 1,500 0 
FSS 1 to 2 Without | Minimum..-.. 800 
Mavimum.... 00 
FSR 4 to6 Minimum... R00 
FSS 3 to 8 With....| Maximum...-} 1, 200 
Without | Minimum 600 
Maximum.... 
Minimum..... 
é Maximum._.- 
Without | Minimum 
Maximum.... 


PRP News w.s 


S332222225332223 


339393333222 


$332823822235553 


- 
at et at tt tt BD ND ED NO GOES 


$222322223523333 


_ 


Minimum 
Maximum.... 75 


Pirie NPN PHSSNNNS 


So 
~ 


1 Posts are classi‘ed into categories which represent several different cost levels throughout the world 
based upon cost-of-living standards. 


Source: Standardized regulations (Government, civilians, foreign area) Apr. 6, 1957. 


Mr. Mruirr. I notice that in the request in another connection, or 
at least during discussion of another program, information was filed 
for the record that showed that the quarters allowance for the techni- 
cal assistance people in Haiti, for example, ran from $3,000 per year 
for the 3 or 4 at the top, and the rest were all $2,400. That would be 
$200 a month. Would that be about the average picture ? 

Mr. Scorr. I think that would be average, sir. 

Mr. Miter. In that connection, do you have a different standard 
for different positions? In other words, for instance, in the military 
services quarters allowances are based on rank plus certain station 
allowances for overseas stations. 

Does anybody that works have a classification which entitled him 
to a particular type of quarters, or a particular scale of living? 

Mr. Scorr. It depends, sir, on the family status of the individual, 
as well as his grade. This is a standard quarters allowance estab- 
lished by the Department of State and followed both by ICA and 
USIA, in fact, by all Government agencies operating abroad, with 
the exception of the military. 

Mr. Miter. How do your quarters allowances correspond to the 
military allowances as a general thing? Of course, I realize they are 
not all the same. 

Mr. Scorr. I am not familiar enough with the military allowance 
structure today, sir, to equate them. 

Mr. Mitirr. What I am trying to get at is that rightly or wrongly, 
and it does not apply only to your shop except that your shop is par- 
ticularly aimed at making better relations, as really all Americans 
overseas ought to be, but there is a general impression that people 
in this program live pretty high, whereas, in some cases the military 
personnel do not do so well. Worldwide, there is a feeling that 
Americans perhaps defeat the purposes of our programs by apnarently 
being on too high a living scale in some retarded areas, or for that mat- 
ter in some of the higher level areas. 

Mr. Scorr. There is no doubt about it, sir, that it is a difficult 
thing for the United States to engage in this type of activity with the 
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standard of living that is normal to our people. We cannot request 
our technical assistance people to go abroad, I feel, and accept condi- 
tions which are completely foreign to their way of life. I do not 
mean to imply that we try to set_everybody up the way they are 
established in the United States. This is not true. There are some 
countries where we have people living in exceedingly difficult cir- 
cumstances. 

‘In Laos we have just gotten people out of tents. 

Mr. Miter. I appreciate that. I realize the difficulty involved, but 
I would like to have in the record, or to at least have available, the 
overall average, and we can find out. As I understand it, it is on the 
same scale as the State Department ? 

Mr. Scorr. It is exactly the same. There is one quarters allowance 
system for each category of personnel by posts established by the De- 
partment of State which we follow. 

Mr. Mitter. I assume the people from the Department of Agricul- 
ture and everything else are included. It is a uniform thing for 
civilians? 

Mr. Scorr. That is right. 

Mr. Mitxzr. In your system, say we have two technicians working 
in the same place at the same salary and one of them has several de- 
pendents, and one of them is a bachelor—they get the same station 
allowance ? 

Mr. Scorr. No, sir; they would not. 

Mr. Mituer. Does the number of dependents enter into the quarters 
allowance, irrespective of grade or duty ¢ 

Mr. Scorr. That is correct, sir. 

Mr. Mitxer. That is all. 


REPRESENTATION ALLOWANCE 


Mr. Passman. Thank you, Mr. Miller. 

What amount is included in this appropriation for representation, 
or entertainment ? 

Mr. Murruy. The term “representation” is used for overseas. 

Mr. Passman. I am stating this for the record because representation 
could be confusing. What is the amount for entertainment, or repre- 
sentation ? 

Mr. Scorr. Representation requirements, sir, are $183,750. 


ENTERTAINMENT ALLOWANCE IN THE UNITED STATES 


Mr. Murpny. That excludes the item of $15,000 which is for en- 
tertainment in the United States, sir. 

Mr. Passman. As to entertainment in the United States, would there 
be any reason to entertain at any place other than Washington ? 

Mr. Scorr. I think it would be possible, sir. We might bring a 
group of trainees into this country for training in the Ford Co. plant. 
I do not think this is taking place. 

Mr. Passman. Would you cite the authority for the entertainment 
in Washington from the $15,000? 

Mr. Murrpny. Yes, sir. It is contained in the Mutual Security Act. 

Mr. Passman. What amount are you requesting for representation, 
or entertainment, allowance for fiscal year 1958? 
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Mr. Murpny. $15,000. 

Mr. Passman. The total? 

Mr. Scorr. $183,750 for representation requirements abroad, and 
$15,000 in Washington. 

Mr. Passman. Is this an increase from fiscal year 1957? 

Mr. Scorr. It is an increase, sir, of a little bit more than $1,500, 

Mr. Passman. What amount was spent in fiscal year 1957? 

Mr. Scorr. We spent $182,200. 

Mr. Passman. The entire amount of the fiscal year 1957 appropri- 
ation was spent ? 

Mr. Scorr. There was no limitation on this, sir. Actually, we do 
not have the full figures in yet. 

Mr. Passman. You mean there is no limitation on what you can 
spend out of this appropriation for entertainment ? 

Mr. Mourrny. That is right. 

Mr. Passman. You could spend it all for entertainment then, 
legally ? 

. Mr. Murruy. There is a limitation on entertainment in the United 
tates. 

Mr. Passman. Abroad there is a limitation ? 

Mr. Mourreny. No, sir. 

Mr. Passman. If it should be regarded as advisable to spend 
$5 million for representation, or entertainment, out of this fund, there 
is no law prohibiting such action ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Would you suggest a iimitation of representation in 
this particular appropriation ? 

Mr. Murruy. We do not like to suggest it ; no, sir. 

Mr. Passman. Inasmuch as there is a record of what you have spent 
in the past, would you have objection to this committee placing a 
limitation ? 

Mr. McAuuister. Actually, Mr. Chairman, the amount spent in 1957 
and contemplated for 1958 is a lesser amount than we spent for 1956. 

Mr. Passman. That is why I thought maybe you would recommend 
a limitation, or a ceiling. 

Will you provide for the record the amounts that have been spent 
for representation out of this country and in this country for the past 
5 years ¢ 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr. Passman. Would you do that ? 

Mr. Murpny. Yes, sir. 

(The information to be furnished follows:) 
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Summary of representation and entertainment costs—Mutual security program, fiscal 
years 1954-58 


Actual, Actual, Actual, |Estimated,|Estimated, 
fiscal year | fiscal year | fiscal year | fiscal year | fiscal year 
1954 1955 1956 1957 | 1958 


Representation, ICA: 
Euro § $41, 219 $29, 312 $20, 600 $13, 900 
Far  § 26, 419 35, 771 36, 450 36, 450 

54, 831 58, 712 | 61, 050 61, 200 


58, 674 61, 464 64, 100 72, 200 


221, 203 181, 143 185, 259 182, 200 183. 750 


—_ ————— SS — Ee 





6, 716 13, 915 2, 398 5, 000 | 14, 000 
1, 000 997 478 1, 000 1,000 





7,716 14, 912 | 2, 876 6, 000 15, 000 


Mr. Passman. I have been here since 10 this morning. It is now 
8:35. The reason for continuing these hearings for such long periods 
each day is that we receive this bill so late in the year, unless we do 
proceed in this manner we would not complete our work in adequate 
time for presenting the bill to the House. 

Mr. Gary ? 


RECRUITMENT OF TECHNICIANS 


Mr. Gary. Are you having any difficulty now in getting a sufficient 
number of technicians to handle the technical assistance program ? 

Mr. Scorr. Yes, sir. We do have continuing difficulty in keeping 
technicians. Requests from other governments have to be considerably 
reduced on the basis of our inability to get the technicians that would 
be required, competent technicians. 

Mr. Gary. What effect is your taking the technicians out of the field 
having on industry ? 

Mr. Scorr. There has been a study made by the Senate Special 
Committee on this particular point, and their report shows that there 
is no effect on the economy of the United States caused by the tech- 
niclans that we employ or we contemplate employing leaving the 
United States. 

Mr. Gary. I have seen numerous statements recently that we are 
not training enough technicians to meet the requirements of technical 
development in our own Nation, much less the world. 

Mr. Scorr. For example, sir—these are very rough figures—we have 
abroad in the neighborhood of 300 public health personnel. This is 
medical personnel with specialized training in Public Health. 1 do 
not mean that they are members of the Public Health Service. The 
total number of people who would be considered qualified in the United 
States runs well above 100,000. The difficulties we have in recruiting 
are not so much because of the shortage in the United States, per se, 
but because of our inability to offer a career. 

The greatest number of our people are not hired as they get out of 
college. They are hired after 10 years of work experience, and this 
is when a man is about to reach his greatest earning power. It is a 
great — on his part to join an agency where his tenure is not 
assured. 
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Mr. Gary. The most capable technicians are gainfully employed in 
this country and it is difficult to get them to give up their jobs here 
and go abroad; is that correct ? 

Mr. Scorr. That is correct. Nonetheless, statistically speaking the 
total number of technicians in each of the fields we use is insignificant 
ee to the total available. 

r. Gary. And so insignificant you feel that it does not have any 
effect toward reducing the number of available technicians for indus. 
try and for our own demand in this country to any appreciable extent! 

Mr. Scorr. Not to any appreciable degree. 

Mr. Gary. Thank you. 

Mr. Passman. Thank you, Mr. Scott. 


WEDNESDAY, JULY 10, 1957, 


ADMINISTRATIVE ExpeNsES—DEPARTMENT OF STATE 
WITNESSES 


HON. LOY W. HENDERSON, DEPUTY UNDER SECRETARY FOR 
ADMINISTRATION, DEPARTMENT OF STATE 

JOHN W. JONES, DEPUTY ASSISTANT SECRETARY FOR EUROPEAN 
AFFAIRS . 

ROBERT G. BARNES, SPECIAL ASSISTANT TO THE UNDER SECRE- 
TARY FOR MUTUAL SECURITY AFFAIRS 

ELDON B. SMITH, ACTING DIRECTOR, OFFICE OF BUDGET 


Mr. Passman. The next item is that of administrative expenses, sec- 


tion 411 (b). 

The Honorable Loy W. Henderson, Deputy Under Secretary for 
Administration, Department of State, is to be the chief witness on this 
item. 

Mr. Secretary, I have not had an opportunity to speak to you be- 
fore now. Iamsorry we kept you waiting so long. 

Do you have a general statement to make to the committee? 

Mr. Henpverson. Yes. I have a statement. It will take, I think, 
about 12 minutes to read it. 

Mr. Passman. All right, Mr. Secretary. Kindly proceed. 


GENERAL STATEMENT 


Mr. Henverson. Mr. Chairman, I am appearing to present the re- 
quest for appropriations to cover the activities of the eee 
of State in carrying out its responsibilities under the mutual security 
program. The authorization for this appropriation is found in see: 
tion 411 (d) of the Mutual Security Act of 1954, as amended, which 
becomes section 411 (c) in 8S. 2130 as approved by the Senate and as 
reported out by the Foreign Affairs Committee. This section pro- 
vides that: 

There are authorized to be appropriated to the Department of State such 
amounts, not to exceed $7,000,000 in any fiscal year, as may be necessary from 


time to time for administrative expenses which are incurred for normal fune 
tions of the Department which relate to functions under this Act. 
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BUDGET ESTIMATE FOR FISCAL YEAR 1958 






Our request for appropriations for these purposes for fiscal year 
1958 is for $4,577,000, or an increase of $900 over our estimated ob- 
ligations in fiscal year 1957. This request is outlined on pages 113 and 
114 of the presentation book on nonregional programs, and is set 
forth in greater detail in an exhibit supplied to ee committee under 
the title of “Administrative Expenses (sec. 411 (d) ).” 

Last year in seeking the authorization contained in this section, we 
indicated that it was our intention, as expressed in the committee 
reports, to request funds for these expenses in the annual appropria- 
tion acts of the Department of State. Acting on the authority of 
section 411 (d) and the intent as expressed in the committee reports 
the Department with the concurrence of the Bureau of the Budget 
included an amount of $4,577,000, the same as it is now requesting, 
in its annual budget estimate for fiscal year 1958. The details of the 
estimate were set forth in the hearings of the House Subcommittee 
on Appropriations, which examines the Department’s estimate. The 
House committee report stated that “the committee is of the opinion 
that these funds should continue to be a part of the administrative 
expenses of mutual security and this amount should be requested and 
presented to the Congress as a part thereof.” It is in keeping with 
the opinion thus expressed that we are appearing before you today. 

The Secretary of State is responsible, under the President, for 
the formulation and implementation of United States foreign policy 
and for assuring that the mutual security program is carried out in 
accordance with and in furtherance of our foreign policy objectives. 
The functions of the Secretary have been specified in the new author- 
izing bill passed by the Senate and reported out by the Foreign 
Affairs Committee and in a new subsection 523 (c) which reads as 
follows: 



























Under the direction of the President, the Secretary of State shall— 
(1) coordinate the various forms of assistance authorized by this Act 


so that the foreign policies of the United States may be best served 
thereby: and 


(2) determine the value of the program under chapter 1 of title I for 
any country. 

The performance of these functions requires that the Department 
of State constantly supply policy guidance both to the Department 
of Defense in relation to the military assistance program and to the 
International Cooperation Administration in relation to the other 
programs. It also requires a following up of the implementation 
of these programs in the field to insure that they are carried out in 
accordance with foreign policy objectives and to obtain the informa- 
tion on which to base decisions with respect to the country value of 
military assistance programs. 

In addition to these activities directly related to the mutual security 

rogram, we have financed under this appropriation account of the 

partment of State activities in connection with the North Atlantic 
Treaty Organization—in the Department of State, in our mission to 


NATO in Paris, and in our embassies to the 14 other member nations 
of NATO. 
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To carry on these responsibilities, the Secretary is requesting 

$4,577,000 to carry on operations at the same level as in fiscal year 
1957. This amount provides $2,675,000 for program policy review 
and $1,902,000 for the support of the United States mission to NATO 
and European Regional Organizations in Paris. 
_ Within the amount requested for program policy review, $1,428,000 
is for work in the Department relating to mutual security problems 
and $1,247,000 for coordination of activities at our missions overseas 
relating to economic aid and military assistance programs. 


PROGRAM POLICY REVIEW—DEPARTMENTAL 


In the Department we are requesting 174 positions distributed 
among the offices in proportion to the amount of work they perform in 
support of the mutual security program. 

The Secretary’s Office is responsible for coordinating all activities 
within the Department relating to the programs authorized by the 
Mutual Security Act of 1954. 

The Assistant Secretary for Economic Affairs has responsibilities 
arising out of the mutual security programs relating to economic 
development, finance, trade agreements and treaties, business practices, 
transport, and communications. 

The Assistant Secretaries for the regional areas have common 
responsibilities for the review and coordination of mutual defense 
assistance, economic assistance, bilateral technical assistance, and spe- 
cial programs which fall within their areas. In addition the Bureau 
of European Affairs has special responsibilities as the backstop of the 
North Atlantic Treaty Organization. 

The Bureau of International Organizations Affairs has _ respon- 
sibility for the many complex problems arising from the participation 
by the United States in the multilateral assistance programs, the 
United Nations Korean Reconstruction Agency, the United Nations 
Relief and Works Agency for Palestine, the United Nations Children’s 
Fund, the United Nations Refuvee Fund, and related problems aris- 
ing from planning and the conduct of international conferences. 

Other staff offices, such as those of the legal adviser, the Assistant 
Secretary for Congressional Relations and the Assistant Secretary for 
Public Affairs, participate by bringing their special fields of com- 
petence to aid in the solution of mutual security problems. 

Supporting this staff, the administrative area performs the neces- 
sary communicationss, supplies, equipment, personnel, budget, and 
finance services. 


PROGRAM POLICY REVIEW—FOREIGN SERVICE 


The second item under the heading of “Program Policy Review” is 
an amount of $1,247,000 for coordination of activities at our missions 
overseas relating to economic aid and military assistance programs. 

For this purpose we are requesting 96 American and 10 local post- 
tions. These positions are located in those embassies where the am- 
bassador has responsibilities requiring him to give general direction 
and leadership to the mutual security program not only within the 
country of his assignment but also with respect to joint regional ar- 
rangements. In carrying out this assignment the ambassador must 
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make sure (1) that prospective plans and actions of ICA and Defense 
representatives are effectively coordinated and are consistent with and 
further United States foreign policy; (2) that the interpretation and 
application of instructions received by ICA and Defense representa- 
tives are in accord with United States foreign policy; (3) that 
representatives of ICA and Defense prevent duplication of their ef- 
forts and make efficient use of all United States employees; (4) that 
ICA and Defense representatives are fully informed as to current and 
prospective United States policies; and (5) that special reports on the 
operation and status of the programs are prepared and submitted 
to the proper authorities. 

These, in general, are the functions performed but their application 
varies from one regional area to another. We are requesting in the 
European area funds to provide not only special assistants to the 
ambassadors but also positions for the assignment of political officers 
at NATO military headquarters and the United States members of 
the staff of the NATO Defense College. 

In the Near East we have a Regional Coordinating Committee com- 
posed of the chiefs of our missions to Syria, Lebanon, and Jordan with 
the chiefs of the United States missions to Egypt, Iraq, Saudi Arabia, 
and Israel participating when necessary. This Committee meets to 
assure that political and economic problems arising from the assistance 
programs receive a considered regional appraisal. 


UNITED STATES DELEGATION TO NATO AND OEEC 


Now if I may I would like to review some matters with which you 
are familiar but which need to be restated as background for this re- 
quest. As you know, adherence by the United States to the North 
Atlantic Treaty requires our participation in the North Atlantie 
Treaty Organization (NATO). NATO operates through the North 
Atlantic Council composed of a permanent representative from each 
country. In addition to the military headquarters the Council has 
created the NATO Civilian Headquarters at Paris with an interna- 
tional staff directed by the Secretary General who is Vice Chairman 
of the Council. The NATO Civilian Headquarters has the job of 
coordinating the varied defense and defense supporting activities of 
NATO. 

In addition to NATO there is also the Organization for the Euro- 

an Economic Cooperation (OKEC), which serves as a means for 
joint consultation and coordination of national economic and financial 

olicies. The United States is an “associated country.” The OKEC 
as two operating bodies—the European Payments Union and the 
European Productivity Agency. 

Each NATO country has a mission or delegation to NATO and 
QEEC. The chief of mission is the United States permanent repre- 
sentative on the North Atlantic Council and he also serves as the 
United States representative to the Council of the Organization for 
European Economic Cooperation. 

The mission is composed of representatives of the Departments of 
State, Treasury, and Defense, the International Cooperation Admin- 
istration and the United States Information Agency. Funds are 
requested in this estimate for 90 American positions for the State 





1070 


Department element and for an average permanent non-American em. 
ployment of 174 positions for a total cost of $1,902,000 including other 
objects of expense. This includes the Office of the Chief of Mission, 
the Office of Political Affairs and in addition the administrative staff 
and secretariat for the entire organization. The non-American staff 
for Treasury, Defense, ICA, and USIA is also budgeted under this 
item. 

I would like to emphasize that the State Department furnishes the 
administrative support and the secretariat for the entire organization, 
Therefore, you will find that we have a large number of administra- 
tive officers. 

Mr. Passman. Thank you very much, Mr. Secretary. 

We shal] insert in the record at this point page 113 of the justifica- 
tions and any other information which you consider pertinent to the 
request. 

(Page 113 of the justifications follows :) 


ADMINISTRATIVE EXPENSES, STATE, SECTION 411 (d)—NONREGIONAL 


MUTUAL SECURITY PROGRAM POLICY REVIEW 


The Department of State is the agency responsible under the President for 
the development and control of foreign policy and all relations with foreign gov- 
erhments and is responsible for providing foreign policy guidance to all agencies 
of the Government. To assure that MSP is consistent with and in furtherance 
of our foreign policy objectives, the President has authorized the Department 
to review the plans and policies relative to the program and legislative proposals 
of the agencies responsible for operations under the mutual security program. To 
assure that the Department of State will have the ability to carry out this re- 
sponsibility, the operating agencies furnish such information as may be required 
to insure that the programs of the agencies and the implementation of such pro- 
grams conform to foreign policy objectives. 

The chief of the diplomatic mission is responsible for providing policy diree- 
tion to MSP agencies in his country and for coordinating their efforts. He assures 
that instructions received by other agency field staffs are interpreted and applied 
in accordance with established United States policy and that recommendations 
and prospective nlans and actions are consistent with and in furtherance of 
United States policy. 

The Secretary of State is responsible for formulating and presenting, with 
the assistance of the Director for Mutual Security, the policy of the United 
States with respect to the technical cooperation programs of the United Nations 
and its related organizations, and of the Organization of American States, its 
related organizations, and other international organizations. 


Estimated obligations and expenditures } 


[ollars in thousands] 


Fiscal year 1957 
Cumula- 
tive throug 
fiscal vear |July 1,1956-| Mar. 1- Unexpend- 
1956 Feh. 28, |June 30, 1957 Total ed June 30, 
1957 


NI iin cish catindencepapinstieeenh ih | checigdiintelerh ath Sd bdinnincpi nih 
Expenditures | 





‘ 1 eon in obligations and expenditures shown on schedule for administrative expenses, ICA, see. 
11 (b). 
Summary of program 
Fiscal year 1956 
Fiseal year 1957 
Proposed fiscal year 1958 
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Detail of program 
COMPARATIVE SUMMARY BY FISCAL YEAR 


Actual, Program, Propose, 
Function fiscal vear fiscal vear fiscal vear 
1956 1957 1958 


—_—— | 


Provram policy review $2, 674 $2, 675 
Unitei States Mission to NATO and European Regional or- 
ganizations, Paris 2, 235 1, 902 1, 902 





4,918 4, 576 | 4, 577 


INCREASE IN BUDGET REQUEST 


Mr. Passman. Mr. Secretary, your request is for $4,577,000 for 
fiscal year 1958. This is an increase of $900 over the amount allocated 
for fiscal year 1957. 

Why do you need the additional $900? 

Mr. Henverson. Mr. Congressman, that is a question I asked our 
budget people. 

Mr. Passman. Insert the information in the record, if you wish. 

(The requested material follows :) 


The increase of $900 consists of $4,950 for regular pay in excess of 52-week 
base, partially offset by a reduction of $4,050 in other items. 


NEW POSITIONS REQUESTED FOR WASHINGTON, D. C., OFFICE 


Mr. Passman. How many positions are being requested for the 
service in Washington? 

Mr. Henperson. 174. 

Mr. Passman. How many in the Office of the Secretary? 

Mr. Henverson. Eighteen. 

Mr. Passman. How many in the Office of Congressional Liaison ? 

Mr. Henpverson. One. 

Mr. Passman. Mr. Secretary, what amount is being requested for 
payment of personnel and expenses to the lobby for the foreign-aid 
bill ? 

Mr. Henverson. Mr. Chairman, I do not know what you mean by 
“lobbying.” 

Mr. Passman. We will get a definition for you. 

Mr. Henperson. We do have one member of our Congressional Re- 
lations Office who spends practically all of his time in liaison work 
between Congress and the State Department on matters relating to 
mutual security. 

Mr, PassmaNn. You mean that you did not understand the question, 
or the meaning in which “lobbying” was used ? 

Mr. Henverson. I was not quite sure what you meant in this con- 
nection. 

Mr. Passman. You are not stating for the record that there is no 
lobbying in this program, are you? 

Mr. Henperson. No, sir. 

Mr. Passman. I know that during the time we have considered this 
bill in the full committee, the telephone has been ringing, to summon 
members out in the lobby when they were actually reporting the bill 


93522—57——68 
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to the full committee. I thought that was really lobbying. If I am 
mistaken, I hope that I shall be corrected. 

1 do not know of any bill that has been lobbied more, nationwide, 
and on the Hill, than this one. 
You do not have any record of any paid lobbyist ? 
Mr. Henperson. No, sir. 
Mr. Passman. Only indirectly ? 


REQUEST FOR UNITED STATES REGIONAL OFFICE IN PARIS 


What is the total amount requested for the United States regional 
office in Paris, France? 

Mr. Henperson. It is $1,902,000. 

Mr. Passman. Why should not we reduce personnel and costs in 
Paris? 

Mr. Henverson. Because in our opinion the international situation 
is such that our need for personnel for this operation has never been 
greater than it is today. We have a tremendous number of problems 
coming up in France, in Europe, at the present time, connected with 
NATO and with our alliances. We really need this group in USRO 
to take care of these problems. 






















REPRESENTATION ALLOWANCE 






Mr. Passman. Mr. Secretary, are you requesting $4,577,000 for fiscal 
year 1958? How much is in the total amount for representation, or 
entertainment ? 

Mr. Henverson. $72,800, of which $47,800 is for the Program Re- 
view Group and $25,000 for USRO. 

Mr. Passman. Is there a limitation on the amount which may be 
spent out of the appropriation for representation ¢ 

Mr. Smirn. No, we do not have a limitation on that. 

Mr. PassMANn. I do not mean to be critical. I merely asked the ques- 
tion for the record. Technically, you could spend half of it and you 
would not be violating the law ? 
Mr. Situ. Yes, sir, technically. 







SUMMARY OF 





OBLIGATIONS BY AREAS 





Mr. Denvron. I do not understand your charts. Will you turn to 
page 3 which gives the personnel and then page 9 which gives the over- 
all? On page 9, where do you show the expenditures for personnel? 

Mr. Henperson. The number of personnel you mean? 

Mr. Denton. On page 3 you have a breakdown which shows the 
yeople and the number of people employed in this branch of the State 
Jepartment for the years 1956 and estimated for 1957 and 1958. On 

page 9 you have an entire breakdown for the expenditures of that 
group. On page 9, where are the expenditures for personnel reflected 
as shown on page 3? : 

Mr. Smiru. The difference is that on page 9 it is the total cost. This 

item under United States regional office should be added to some 
costs on the bottom line for the personne! office. 
Mr. Denton. I do not follow that at all. 
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Mr. Sairn. The total cost of $1,902,000, that item on page 3, or part 
of it, would appear on the line United States regional office in Paris. 
Part of it would appear down under “undistributed by area.” 

Mr. Denton. Do I understand that that sum of $1,902,000 is also 
covered in the total of $4,577,000 on page 3? 

Mr. Smiru. Yes, sir. 

, emmesna In what item on page 3 is the sum of $1,902,000 broken 
own 

Mr. Smirn. Under the line United States regional office, $1,077,400, 
and the balance is under “Undistributed by area (Office of Personnel 
and Operations) .” 

Mr. Denton. When you add those two together they do not come 
out the same. 

Mr. Smiru. Part of the “Undistributed” is for USRO and part of 
it is for the program review operation. 

Mr. Denicen. What does page 9 represent ? 

Mr. Smiru. That represents only USRO. 

Mr. Denton. What is USRO? 

Mr. Henperson. United States regional office in Paris. 

Mr. Smirn. That is the mission to NATO and the OEEC. 

Mr. Denton. How much are you asking for this year, $1,902,000 or 
$4,577,000? 

Mr. Henperson. We are asking for $4,577,000, of which $2,675,000 
is chargeable to our program policy review and $1,902,000 is charged 
to our mission to NATO. 

Mr. Denton. I would like to have page 3 made a part of the record. 

Mr. Rooney. Without objection, it is so ordered. 

(Page 3 referred to follows:) 


Motva.L Security PrRoGRAM 


Administrative expenses, Department of State (section 411(d))—Summary of 
obligations by area 





) an 
i i i 
Actual fiscal year 1956 | Estimate fiscal year 1957 | Estimate fiscal year 1958 


Positions | | Positions Positions 


Decemraeterneirs 


Jee law _——EE eyuinni 

|; Amount 
Amer-| Loca! | 

ican | 


| 

Amount 
Amer- | Local | | Amer-| Lc cal | 
ican | i 


Amount 


DEPARTMENT OF STATE 


| | | 
Departmental... __- Secs 7 $1, 411, 825 $1,428,000 | 174 $1, 428, 000 
Foreign Service..........--- 205 | 222 | 3,506,517 | 186) 184 | 3,148,100 186 184 | 3, 149,000 


Europe (excluding | | 
Se nce caus ; : 487, 500 | 44 | 3 466,500 3 466, 500 
8. Regional Office, 

is ‘ 1, 961, 566 87 | , 707, 200 7 74 , 707, 400 
Near East, South Asia, 
and Africa. _- —_ d 181, 200 13 | 183, 600 3 183, 600 
Far East_. ; 156, | 1 : 176, 500 ] 177, 200 
Latin America. 2% 215, 727 22 212, 300 2% 212, 300 
Undistributed by area 
(Office of Personnel; i 
and Operations) .-......| ) 504, 12 j : 402, 000 5 402, 000 








Total obligations.___- 381 | 22% 4,918,340; ; | 184 | 4,576, 100 
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SUMMARY OF OBLIGATIONS BY OBJECT 





Mr. Denton. I would also like to have pages 4 and 5 in the book you 
gave usa few minutes ago, made a part of the record. 
Mr. Roonry. Without objection, they shall be inserted at this point 


in the record. 


(Pp. 4 and 5 referred to follow :) 


Motuat Security PRoGRAM 


Comparative summary of obligations by object class—Program policy review and 
United States mission to the Norih Atlantic Treaty Organization, departmental 


and overseas 









































Actual 1956— Estimote 1957— | Estimate 1953~ 
total total total 
Description os 
Num-| Amount |Num-| Amount |Num-| Amount 
ber ber ber 
ls 
Permanent positions. ._.-- sive dbthdubenokdsseeu /381.0 | $2, 527, 556 |360.0 | $2, 427,424 |380.0 $2. 427, 494 
OE RR ces catanitenielsstteinieticebauttee 15.4 93, 630 | 13.5 | 96, 299 | 13.6 99, 149 
Net permanent positions..............-.- 365.6 | 2, 433,926 |346. 5 2, 331, 125 346. 4 2, 328, 276 
Average permanent local personnel not included 
GUOVGes Ss vob svete tei loc 508- éé33 222. 0 447, 280 |184.0 370, 900 |184.0 370, 900 
Average part- -time and temporary personnel. .- } 4.3 | 17,200 | 2.3 9,400 | 2.3 9, 400 
Ss adil side 
Average employment all civilian em: 

OE cnt utietn Se taatad aetna bes . ....|591. 9 2, 898, 406 |532.8 2, 711, 425 j532. 7 2, 708, 575 
Regular pay in excess of 52-week base. : Decline pO a Laks loeadeddccad he 4, 950 
Payment above basic rates, civilian pe rsonnel: | | | | 

Living and quarters allowance__..........-- ug 422, 765 |..... 380, 050 pirert 380. 450 
Overtime and holiday pay.............-....}..---- 17, 181 |....-.. 16,475 |...... 16, 475 
Night work differential. -..- see 500 |. aC nennalenwnd Breanne 
Additional pay for services abroad. Sbeas 26, 672 |...... 29, O50 29, 050 
Total personal services obligations. ....... 591.9 | 3,370,686 1532.8 | 3, 137, 000, |532. 7 3, 139, 500 
—_———_S>_«WiPh————=====" — | —————— — —— = —— 

DIRECT OBLIGATIONS 
ES BE as es nnctnnpenmnvcobestgrchlaneuns 3, 370, 686 |....--. 3, 137, 000 |....-.. 3, 139, 500 
ae | MMIBGELA £a5. <6 1 odd deeds dda bd baad ccbbbidhlccente 545, 695 |.....- 505, 000 |.....- 505, 000 
03 Transportation SR eee See 205, 934 |...... 167,800 |...... 167, 800 
04 Communication services...................-]-..--. 219, 043 |...... 206, 500 |... 206, 500 
Ge meee Ce ON 5... 0 cath wenccdesauec-faruowe Sas Oee 1. <.ts 108, 750 |.....- 108, 750 
06 Printing and reproduction ia tl tial ei IE Uh ceenam 4,650 |...... 4, 650 
07 Other contractual services... -.----- ee Sane B07, Ove 12.4.0. 265, 900 |...... 265, 300 

Services performed by other agencies__ I tee tececed © TP Licccas 8, 700 
08 Supplies and materials........_-. tattle Claims eite SE Fe bn cee 142, 100 |.....- 142, 100 
Oe io naa dts Sel tin bhonucddasethdagonc 22, 575 . 20, 250 |...... 19, 250 
11 Grants, subsidies, and contributions. -_- inal a ese.  ;_ = 500 
13 Refunds, awards, and indemnities_.........|.....- 3,400 |...... 3,000 |.....- o, 000 
BB "TOROS Ge BR nonin ik Sp wi en oe cc pnd [dev ane gant th hnnns BOP bvccase 5, 950 

a cunbaidemaun, Ret en SR | eeu 
——EeES EEE —SES  —————E 
Total direct obligations...................].-...- 4, 918, 340 |.....- | 4,576,100 |...... 4, 577, 000 














eee 


Ss 


aise i 


iss 


75 
50 
50 
75 
00 
= 
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Administrative expenses, Department of State (sec. 411 (d))—comparative summary 
of obligations by ~:~ class, program policy review and United States Mission to 
the North Atlantic Treaty Organization overseas 


Actual 1956— Estimate 1957— | Estimate 1958— 
total total total 
Description ikdbeattbiagtileilaniccmalaste 


Num-| Amount — Amount Amount 
r 


ermanent positions 5. $1, 351, 010 - $1, 246, 812 $1, 246, 812 
Bp EE ctides ck aacettshannubucsuseuibectceus ; 51,403 | 5. 35,912 | 5.% 38, 762 
Net permanent positions 196. 1, 299, 607 |180. 1, 210, 900 |180. 1, 208, 050 

Averaze permanent local personnel not included 
447, 280 ‘ 370, 900 4, 370. 900 


15, 800 4 . 8, 000 


nel 422. 1, 762, 687 
Regular pa 5, 162 
Payment above basic rates, civilian personnel: 

Living and quarters allowance 422, 785 
Overtime and holiday pay 3, 600 
Nightwork differential t 500 |-- 
Additional pay for services abroad. ____.____|. 26, 672 
= to other agencies for reimbursable de- 


2, 221, 386 |: 
DIRECT ORLIGATIONS 


Personal services 
Travel 
Transportation of things 
Communication services. ..................- 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies-...| - 
Supplies and materials 
Equipment 
Lands and structures 
Grants, subsidies, and contributions.._...-- 
Contribution to retirement fund 
Pension, annuities, and insurance claims_... 
Awards and indemnities.................... 
Taxes and assessments 


Total direct obligations 





Sass =S3e 





Mr. Rooney. Mr. Natcher? 


ESTABLISHMENT OF AN AFRICAN BUREAU IN STATE DEPARTMENT 


Mr. Natcner. Mr. Secretary, what plans, if any, do you have at 
the present time for the eatablithment of an African Bureau ? 

Mr. Henverson. We have made all preliminary preparations, Mr. 
Congressman. We are waiting for the passage of the bill which has 
been reported out, I think, of the Foreign Affairs Committee of the 
House, and which has already been voted out by the Senate appointing 
or authorizing us to appoint an Assistant Secretary for this Bureau. 
We already have the appropriations and as soon as we have the au- 
thority to appoint an Assistant Secretary to be Director of the Bu- 
reau, we are prepared to move ahead on that. 

Mr. Narcuer. Passage of this legislation will require no additional 
appropriation for employees or anything other than the additional 


| Assistant Secretary ? 


_ Mr. Henverson. No, sir; we have included the additional personnel 
mn our regular budget presentation and are absorbing the additional 
costs. 





Mr. Natcuer. Thank you,sir. That is all. 

_ Rooney. I have one question before I pass you to Mr. Wiggles- 
worth. 

Mr. Secretary, with regard to the total positions requested for 1958, 
to wit, 544 Americans and locals as shown on page 3 of this presenta- 
tion, how many of these are for USIA ? 

Mr. Henverson. None, so far as I know. 

Mr. Rooney. That is a contradiction to page 2 of this presentation, 

Mr. Henverson. The personnel referred to there are not for USIA. 

Mr. Rooney. I refer to the last sentence of your statement where 
you say: 

* * * the non-American staff for Treasury, Defense, ICA and USIA, is also 
budgeted under this item * * *., 

Mr. Henverson. What I intended to state was this: We are provid- 
ing services for all the elements that are represented in USRO. USIA 
is represented in USRO and has several representatives in it. So has 
ICA; so has Defense and Treasury. For the purpose of bookkeeping 
and matters of convenience and economy, it has been decided that the 
State Department will budget for, and furnish, all the administrative 
staff of the whole organization and also furnish the Secretariat for 
the whole organization as well as the local employees. 

This arrangement accounts for the large number of administrative 
personnel. You will see that we have a large number of administra“ 
tive personnel in comparison with the number of substantive per- 
sonnel. 

Mr. Roonry. That is all. 

Mr. Wiccteswortn. This is practically identical] with the estimate 
you made a year ago and the setup in terms of personnel is also the 
same, as I understand it. 

Mr. Henverson. It is. 

Mr. Wiceteswortn. I have no further questions, Mr. Chairman. 

Mr. Passman. You did state you were not able to find out in the 
budget why the request was increased by $900 ? 

Mr. Henperson. I will have to ask our budget officer. 

Mr. Wicetrswortu. You succeeded in saving $900 in operating in 
1957, did you? 

Mr. Smrru. In effect, we rounded to the next highest thousand 
dollars. There were several items of additional cost. 


REFUGEE PROGRAM—SUMMARY OF OBLIGATIONS BY OBJECT 


Mr. Hennerson. There is one other problem, that is our refuges 
relief or the escape program. I recall that you said you would like 
to have that considered at this time. We have Mr. McCollum here, 
who is prepared to discuss that item. 

Mr. Rooney. Is that for administrative backup of the program? 

Mr. Henperson. Yes, sir. 

Mr. Passman. Insert the data in the record later, if you wish. 

(The requested material follows :) 
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MovtvaL Security ProGRAM—DEPARTMENT OF STATE 


Comparative summary of obligations, by object class, refugee and migration program 
summary 


| oo ne 





Actual 1956, Estimate 1957, Estimate 1958, 
total total total 
Description i 
| 
Num-/} Amount | Num-| Amount | Num-/} Amount 
ber ber 


Permanent positions . $551,410 | 77.0 | $529,920 | 87.0 | $606,050 
Deduct lapse . 30, 208 9.2 63, 388 2.4 | 15, 974 


Net permanent personnel 5 521,202 | 67.8 | 466,532 | 84.6 | 590,076 
Average permanent local naneemnney not included | 
126, 513 5 159, 469 


Average employment all civilian personnel -.. ‘ 347, ; 526, : 789, 467 
Regular pay in excess of 52-week base -_- ace 3, 124 
Payment above basic rates, civilian personnel: 

Living and quarters allowances , 673 55, 780 
Overtime and holiday pay nenctieneretec inl , 308 | 2, 634 
Nightwork differential aera. a 198 
Additional pay for services abroad - | “ 
Payment to other agencies for reimbursable details _| 





Total personal services obligations--_._.-. 
Direct Obligations 


Personal services 
Travel. _- 
Transportation of things-- i 
Communication services.....................-- 
Rents and utility services 
Printing and reproduction 
Other contractual services. .-...- 
Services performed by other agencies. 

Supplies and materials 
Equipment 
Grants, subsidies, contributions, and CSC re- 

tirement 
Refunds, awards, and indemnities 
Taxes and assessments 














1 
02 
8 
4 
05 
6 
8 
0 
ll 
) 
%B 
15 





Total direct obligations 








Mr. Passman. It is 4 o’clock now and we shall adjourn until 10 
o'clock tomorrow morning. 


Atoms For Peace Program 


Tuourspay, J uty 11, 1957. 
WITNESSES 


HAROLD S. VANCE, COMMISSIONER, ATOMIC ENERGY COMMISSION 

JOHN A. HALL, DIRECTOR, DIVISION OF INTERNAL AFFAIRS, 
ATOMIC ENERGY COMMISSION 

NORMAN ROGERS, EXECUTIVE OFFICER, DIVISION OF INTERNA- 
TIONAL AFFAIRS 

JAMES C. MEEM, ACTING CHIEF, NUCLEAR ENERGY STAFF, OFFICE 
OF INDUSTRIAL RESOURCES, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. PassMan. The committee will come to order. 
ere we hear Mr. Vance, we shall insert at this point in the rec- 
erat 115 of the justifications. 
e page referred to follows :) 
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ATOMS FOR PEACE PROGRAM—NONREGIONAL 


Starting with President Eisenhower’s statement to the General Assembly of the 
United Nations in December 1953, the United States Government, in varioug 
policy pronouncements, has indicated its desire to assist other friendly nationg 
of the world in developing well-rounded programs for the peaceful use of atomie 
energy. 

This offer of assistance to friendly nations, under the mutual security pro. 
gram, has resulted in two major activities—the funding of up to 50 percent (but 
not in excess of $350,000) of the cost of a research reactor, and provision for 
training foreign nationals in the United States. 

The fiscal year 1958 program, consisting of the atoms for peace fund and other 
activities under country and regional programs, is directed toward providing 
broader and more effective assistance to a growing number of countries engaging 
in nuclear energy activities, as evidenced by the following list of states which 
have entered into or completed agreements for cooperation with the United States 
in this field: 


Argentina Federal Republic of Nicaragua 
Austria Germany Pakistan 
Brazil Greeve Peru 
Chile Guatemala Philippines 
China Tran Portugal 
Colombia Israel Spain 
Costa Rica Italy Sweden 
Cuba Japan Switzerland 
Denmark Korea Thailand 
Dominican Republic Lebanon Turkey 
Ecuador Netherlands Uruguay 
New Zealand Venezuela 
r 


Estimated obligations and expenditures 


[Dollars in thousands] 


Fiscal year 1957 
Cumula- 
tive 
through |Tuly 1 1956, 
fiscal year | to Feh. 28, 
1956 1957 


i ale dain ana 8 alc liiensenil 
Expenditures 


Summary of program 


[Dollars in thousands] 
Fiscal year 1956 
Fiscal year 1957 
Proposed, fiscal year 1958 


Total of country programs as set out in the various country discussions do not include 
any portion of this request. 


Detail of program 


[Dollars in thousands] 





a ” —= | 4 
Fiscal year | Fiscal year Proposed ¥ 
1956 ; 1957 fiseal year 


Activity 
4’ 1958 


Foreign research reactors... 

en tee ee SO... ee cadnaeanbeneebeneenabbbeebannsans 
Nuclear power potential survoys.........--.--4..--..--52--2+-|--20--4-6----- 
PORERTOR BIN TERED CII co ccnceunsesccqqoengaessscees| sconeneguesage 
Neaslear tiie GIPDOTE. nn dds ceded dcsdecnddedonn|idsiinctcacisd 





=. he ee eee 


-_«~o pee pee bere 


3] Fal 


a 
~ nm 
2328 
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Mr. Passman. We have with us this morning the Honorable Harold 
§. Vance, Commissioner, Atomic Energy Commission. 
Mr. pO ROOMEE, do you have a general statement you wish to 
present 1 : 
. Vance. I have a prepared statement which I will read if you so 
ire. 
Mr. Passman. If you will, please. 


GENERAL STATEMENT 


Mr. Vance. It is my pleasure this morning to testify for the Atomic 
Energy Conimission in behalf of the $7 million requested for the for- 
eign atoms-for-peace program in section 419 of the mutual security 
appropriation bill and other sections of the measure which concern 
this program. 

Dollarwise, in comparison with the totals involved, this request is 
relatively small. However, it is our belief—and we hope it will be 
yours also—that activities to be supported by these funds constitute 
an essential part of the overall program to maintain and buttress the 

ition of the United States as the leader in the worldwide effort to 
foster and expand the peaceful application of nuclear energy. 

The foreign atoms-for-peace program has attained a substantial 
measure of success. It has been pressed vigorously by the United 
States through the efforts of the Department of State, the Interna- 
tional Cooperation Administration and the Commission. The domi- 
nant factor has been the response of nations all over the world—in- 
cluding many with comparatively meager resources—to the United 
States Government policy of cooperation in atomic energy matters. 
This cooper:tion is laying the groundwork for these nations to share 
in the benetits which atomic energy offers for improvement in agricul- 
ture, in health and medicine, in increasing the efficiency of industrial 

rocesses, in the vital search for new truths about the world we live 
in and in planning to use nuclear energy to meet the ever-increasing 
demand for electric power. 

Realization of these benefits, as we so well know in our own country, 
is not a matter of a few weeks or months. The time schedule must 
be measured in years. Money, materials, and manpower are formida- 
ble problems the solution of which requires time, patience, ingenuity, 
and a common effort on an international scale—an effort tailored to 
the resources and needs of each nation or region. 

One aspect that is especially pleasing is the initiative taken by 
many of our friends in launching their nuclear-energy programs. 
A few examples indicate the scope of this initiative. Perhaps the 
most spectacular is the bold plan of 6 nations in Europe to combine 
technical, material and financial resources with the goal of installing 
in the next decade some 15.000 megawatts of nuclear powerplant 


} capacity. This, of course, is Euratom. 


Japan is nearing completion of its first research reactor, purchased 
from an American firm, at its new research center being established 
near Tokyo. Just as important in relation to practical applications 
for its area, is the integration of nuclear studies and experiments in 
the program of the Inter-American Institute for Agriculture at Tur- 
nialba, Costa Rica. Other examples could be cited. 
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Another type of intitiative is the utilization of United States facili. 
ties by foreign scientists. The most conspicuous example is at Brook. 
haven National Laboratory where more than 50 foreign nationals 
currently are pursuing postdoctoral studies in various aspects of 
nuclear energy as guests of the Laboratory. 

We feel that much of the stimullus for these important undertak. 
ings has been provided by the United States program for exchange 
of information and technical assistance launched in December 1953, 
The opportunities for this assistance are constantly increasing. Each 
new avenue of exchange and assistance contributes to strengthening 
the position of the United States as the leader in the field of peaceful 
uses of nuclear energy. We hope it will be useful background in 
considering the request now before you, to cite a few highlights of 
the atoms-for-peace program that relates to the use of funds in this 
bill. 

Fiftv-one agreements for cooneration have been negotiated with 
43 nations. A number of additional agreements or amendments to 
extend the aress of mutually beneficial cooperation are in various 
stoves of negotiation. 

United States industry has been an indispensable partner with 
Government in assisting our friends in launching or enlarging their 
civil nuclear enterprises. On our part, under the Atomic Energy 
Act of 1954, the Commission has onened the way for United States 
industry to expand its nuclear activities abroad through the issuance 
of snvronriate reculations. 

Technical assistance missions and consulting services on peaceful 
atomic energy matters have been provided to 58 countries. 

Approximately 300 foreign nationals representing 52 countries have 
taken advantage of the ovportunities for training in reactor science 
and technolorv and in the techniques of using radioisotopes at the 
facilities available in this country. 

Tn the matter of financial assistance for research reactor projects, 
grants of $350.000 have heen committed to 7 countries. Tt is expected 
thet additional grants will be committed during fiscal 1958. 

The recent Inter-American International Conference on Peaceful 
Annlications of Nuclear Energy held at Brookhaven National Labora- 
tory was a highly suecessful rer?onal sequel to the historic United Na- 
tions Conference at Geneva in 1955. Plans are going forward for the 
second Tnited Nations Conference to be held next year. 

In addition, a number of smaller conferences usually involving ex- 
changes of technical data in a specific area have been held with in- 
dividnal countries. 

Also important have been the visits to Commission laboratories and 
installations of more than 1,590 foreign visitors in the past 18 months. 
Tt is interesting that these visitors include a substantial number of 
industrialists and government administrators who are talking with 
our administrators and laboratory people. 

We turn now to the projects embraced in the measure before you. 

The funds requested in this measure will be used to continue the 
program begun in the 1956 fiscal vear of funding part of the costs of 8 
research reactor for countries of the free world that are in a position 
to put such a scientific tool to valuable use. 
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' Research reactors are becoming more varied and can be tailored 
te the specific uses. They can produce, in some cases, short-lived 
jsotopes essential to certain types of investigation and experiment. 
They provide practical training in reactor design, construction and 
operating experience. This training is essential to the fulfillment of 
the hopes of many nations for launching a nuclear-power program. 

Funds in this appropriation also would be used to assist nations in 
the acquisition of radioisotope equipment, in setting up the type of 
laboratories best suited to their individual or area needs, and for 
the installation and operation of gamma sources for training and use in 
agricultural research. There are other materials and items of equip- 
ment needed in training programs which, when the need and ability 
to use is demonstrated, would be made available. 

The greatest single roadblock in the path of peaceful development 
of nuclear energy everywhere is not money. It is not materials. It 
is manpower. 

We know that the Soviet Union is alert to this shortage and mak- 
ing massive efforts to train a vast reservoir of scientists and technicians. 
The United Kingdom is expanding its facilities. The reactor tech- 
nology school at Harwell is being enlarged and it will be able to ac- 
commodate more students from other nations. 

We feel that it is vital that our program for assisting our friends in 
developing their cadres of nuclear scientists and technicians be con- 
tinued and strengthened in 1958. 

Therefore, we attach great importance to the training of their na- 
tionals in facilities in this country carried out under this nroeram. 
These students take the courses in reactor technology provided at the 
Commission’s International School of Nuclear Science and Engineer- 
ing operated by Argonne National Laboratory near Chicago in cooner- 
ation with Pennsylvania State University and North Carolina State 
College. Both of these universities have training reactors and they 
give the first half of the 17-week course. 

In each class, there is a substantial number of American students. 
We believe that a sound foundation for mutually beneficial coopera- 
tion is being laid by this intimate association of future nuclear sci- 
entists and engineers. 

Most of the funds needed for this purpose are requested under the 
technical cooperation title of the Mutual Security Act but I would like 
to emphasize the importance of this program in its relation to the 
overall atoms-for-peace endeavor. 

Hardly less important is the training in radioisotope techniques at 
the Commission’s Oak Ridge Institute of Nuclear Studies at the Oak 
Ridge National Laboratory in Tennessee. We propose to continue 
to set aside approximately 30 percent of the billets in these successive 
%-day courses for the accommodation of requests for this training 
from our friends abroad. 

In a growing number of instances, it appears that it will be desira- 
ble and more economical to train foreign nationals in their own or 
nearby countries. This is particularly true in the laboratory use of 
radioisotopes. Establishment of such national or regional centers 
eed make it unnecessary to bring all of these students to the United 

tates, 
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The Asian Nuclear Center, planned for establishment in Manila and 
designed to carry out this kind of training program for cooperating 
countries in the Far Eastern area, is an example of this kind of project, 

Another important segment of the program that depends on the 
requests before you is that of surveying the needs of cooperating 
countries in caueine nuclear programs best suited to their resources, 
These surveys would provide expert advice and guidance in helping 
these nations fashion a program that would fit in with their tech- 
nological, economic ce scientific capabilities. Both the United 
States and the participants in these surveys would benefit through the 
exchange of knowledge and evaluation of the important problems in- 
volved in the efficient administration of complex nuclear energy enter- 

rises. 

: Finally, expert help also is needed by countries which must import 
fuel and therefore are most anxious to make plans for the introduction 
of nuclear power to meet their energy needs. They want assistance 
in evaluating the potentialities and economics of building nuclear 
»owerplants in lieu of conventional plants using imported coal or oil. 
r nS type of assistance would be provided under the funds requested 
in this bill. 

Thus, in brief, we propose that the funds requested in section 419 
and in other sections of this appropriation be used to (1) continue 
tiie policy of making grants of $350,000 or up to one-half the cost, 
whichever is lesser, toward research reactor projects in friendly nations 
having agreements for cooperation with the United States; (2) assist- 
ance in the financing of foreign nationals taking specialized training in 
nuclear science and application in the United States; (3) providing 
other equipment for training and experimentation such as isotope 
laboratory equipment, gamma fields, etc., and specialized teaching aids 
for nuclear training centers in friendly countries; (4) surveying and 
inventorying foreign programs to determine the most efficient types 
of assistance for their respective resources and capabilities; (5) eval- 
uation of nuclear power potentials, especially in friendly nations that 
now have to rely in substantial measure on imported fuels for their 
power needs, 

This program is modest in cost. Based on even the brief experience 
so far, it will return dividends of international comity and economic 
betterment that greatly outweighs its cost. And, in the training, re- 
search and expermientation there will be that exchange of ideas and 
data that will advance the development of peaceful applications of 
this great new force in all the countries involved, including our own. 
Mr. Passman. Thank you, Mr. Commissioner. 

Your request for fiscal year 1958 is $7 million ? 
Mr. Vance. Yes, sir, 


CONGRESSIONAL REDUCTION IN FISCAL YEAR 1957 BUDGET ESTIMATE 


Mr. Passman. What amount did you request of the Budget for 
fiscal 1957? 

Mr. Vance. I believe it was $5 million, was it not ? 

Mr. Hatt. $5.5 million. 

Mr. Passman. What amount did you request of the Budget for the 
program for fiscal 1957? I am not referring to the amount the Con- 
gress appropriated, but to the Budget request. 
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Mr. Hatt. $5,950,000, Mr. Chairman. 
Mr. Passman. The Congress reduced your request by $450,000? 
Mr. Hatt. Yes, sir. 

OBLIGATIONS 





Mr. Passman. Of the $5,500,000 appropriated by the Congress for 
fiscal year 1957, what amount has been obligated ? 

Mr. Haut. $1,050,000. 

Mr. Passman. As of June 30? 

Mr. Haut. $1,050,000. 

Mr. PassMan. $4,450,000 remained unobligated from the appropria- 
tion as of June 30? 

Mr. Haut. Yes, sir. 

Mr. Passman. How do you justify your request for the increased 
appropriation over and above the total for last year, when you were 
able to obligate only a small portion of the funds the Congress made 
available for fiscal year 1957 ? 

Mr. Hauw. Mr. Chairman, the estimate which we came to Congress 
with last year was based on our prediction of the number of coun- 
tries that would be able to participate in the program. What has 
happened in the intervening fiscal year is the fact that many of these 
countries that have established programs have set up the types of 
responsibilities within their executive departments to carry out the 

rograms and have made proposals to American industry. However, 
im many cases, the particular authority to put the bilateral agree- 
ment into effect has not been approved by their own parliaments. 
Let me cite an example. 

Mr. Mruuer. Might I interrupt just there to ask one question ? 

Mr. Passman. Yes 

This $4,450,000 of fiscal year 1957 appropriations which have not 
been obligated, is that carried forward or is it 1-year funds? 

Mr. Hatt. That is carried forward. 

Mr. Miter. In the $7 million additional ? 

Mr. Hatt. No, sir; we are asking for $2,500,000 new money. For 
example, Mr. Chairman, in the case of Greece, the program for re- 
search reactor technically was developed, but in connection with the 
necessary authority for us to act a the bilateral agreement, the 
Greek Parliament has not yet ratified the bilateral agreement. 



























AUTHORITY OF AEC TO ENTER INTO BILATERAL AGREEMENTS 





Mr. Chairman, for the sake of the record, I would like to go back 
tothe authority on which we operate. 

Mr. Passman. We are familiar with this but you may restate it if 
you wish. 

Mr. Hatt. Section 123 of the Atomic Energy Act of 1954, as amend- 
ed, provides the basis for us to enter into bilateral agreements with 
other countries. Each research reactor requires small quantities of 
special nuclear material, uranium U-235. Accordingly, we are not 
in a position to transfer the material or transfer the reactor until the 
agreement is in effect. In many of the cases in which we made our 
estimate for this fiscal year, the United States has done its part, but 
in the case of several countries, the necessary parliamentary ratification 
to put the agreement into effect has not taken place. 
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_ Mr. Chairman, the point I am making is that in this situation that 
is a little out of our control. I think it was a reasonable estimate, but 
in terms of our ability to predict the speed with which these other 
people take the necessary constitutional steps to put the bilateral into 
eilect, we did miscalculate in terms of the pace. 

Ms. PassmMan. Are the justifications any firmer this year than last 
year ? 

Mr. Hau. Yes, sir; I believe so, because I am confident, and the 
Commission is confident, because we did misjudge the pace of putting 
these agreements into effect. There will be in the new fiscal year many 
of these agreements and, accordingly, actions which we had expected 
and hoped would take place in fiscal 1957. 

Mr. PassMAN. There must have been some misjudging of the need 
for future years, as of last year. 


TESTIMONY IN FISCAL YEAR 1957 HEARINGS 


On page 897 of the hearings last year under the caption “Future 


Fund Requirements” there is the following: 

Mr. PassMAN. Mr. Commissioner, in your opinion, what will such a program 
eventually lead to, in requests for funds in future years? 

Mr, VANCE. I have not any specific tigure in wind, Mr. Chairman, but from 
the numbers quoted to you in the prepared statement, in which we speak of 12 
countries which are expected to qualify after 1957, I would think that, perhaps, 
this particular request represents what we might call the peak, so far as research 
reactors are concerned. 

I had reference, of course, to the monetary limitation. That wag 
for $5,900,000. Even though you were able to obligate only $1.5 mil- 
lion, you are asking for $7 million this year. 

Mr. Haut. Mr. Chairman, within the next 90 days, I would expect 5 
countries, to seek grants which we had expected to come in in the pre- 
vious fiscal year. 


ANTICIPATED TOTAL COST OF PROGRAM 


Mr. Vance. Mr. Chairman, one point which was brought out in our 
testimony before the Foreign Affairs Committee of the House on this 
same matter, I think, would be of interest to you and your committee. 
‘The question was asked what we thought would be the overall cost of 
this program up to its completion, or a period of, let us say, 5 years. 
In our testimony before the Foreign Affairs Committee recently on 
this same matter, that question was asked, which I thought would be 
of interest to your committee. 

The specific question was: What did we estimate the overall cost 
of this entire program to be? Not just for 1 year, but the program 
in its entirety? We stated that we thought it would not exceed $15 
million or $20 million total. 

Mr. WiceteswortH. Over what period ? 

Mr. Vance. That is the total. That confirms your statement that 
this probably represents the peak. 

Mr. Wiceteswortn. Over what period of time? 

Mr. Vance. Over a period of 4 or 5 years. 

Mr. Passman. Last year you requested $5,950,000. The Congress 
appropriated $5,500,000, and from the Commissioner’s testimony last 
year we thought that we had reached the peak so far as the request 
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for. annual appropriations was concerned. Now. you come before 
our committee this year and you state that you have been able to ob- 
igate only $1,050,000, which leaves $4,450,0U0 unobligated. 
ou are asking us to carry over that amount, and in addition to that 
you want us to appropriate new money to bring the total up to $7 
ion. 


BASIS FOR ESTIMATE FOR FISCAL YEAR 1958 


Personally, I thought you presented an excellent case last year, and 
we were thinking you had about reached your peak in the request and 
weappropriated as we did. This year you are pushing the amount up. 
[certainly would not place myself in the position of a lecturer, but it 
must be remembered that this Congress has requests from 812 bureaus, 
and then these are all divided further. We conclude by appropriating 
perhaps $74 billion or $75 billion of the taxpayers’ money. We do not 
want to damage this program—and I am sure that the committees of 
Congress would want to appropriate all that is needed—but on the 
basis of your experience during fiscal year 1957, could not this request 
be reduced? Why could not some adjustuvetith downward be made? 
The program must go on. We are committeed, but why is it neces- 
sry now to appropriate $7 million when you could only spend 
$1,050,000 for the program last year ? 

You do have this $4,450,000 unobligated, which represents the major 
portion of last year’s appropriations. Do you think $7 million is really 
needed for fiscal year 1958 ? 

Mr. Haut. Mr. Chairman, I would like to comment. 

Mr. Passman. We should like to hear your comment. 

Mr. Hau. This program, as you know, is a new program and it has 
ben highly successful in terms of acting under the Atomic Energy 
Act. We have negotiated at the present time over 40 research bilateral 
wreements. ‘These are the agreements which provide the basis for us, 
1 said earlier, to transfer the material. What we have done in effect 
isthis: in the past 2 years, we have naturally deliberately stimulated 
interest in the peaceful application throughout the world. I am confi- 
dent that in fiscal year 1958, or looking forward to fiscal year 1958, 
that the executive department has now a much better understanding of 
the pace of this program. 

Itis for that reason—I think we would have to admit that our calcu- 
lations in terms of the speed with which these new programs in other 
countries would develop—we were off as we pointed out. The fact 
that we have now lived through another year and had experience in 
this program, I am personally confident that our estimate now is in 
imuch more reasonable approach and understanding of the problem. 
ltis for that reason I would urge you to take this into account. 

Mr. Passman, I think you are being fair, but did not you do as 
much urging last year? 

Mr. Hati. We urged on the basis of the best information we had 
it hand. 

Mr. Passman. You are proceeding similarly this year? 

Mr. Hau. Plus the experience of a year; plus the understanding 
that we have now of the status of these programs throughout the 
vorld. 

Mr. Passman. You do not really think your program would be sub- 
wantially damaged if the Congress should appropriate the same 
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amount as last year, as you spent but a small percentage of the funds 
appropriated, and the remainder will revert to the Treasury ? 

Do you think the program would be seriously crippled if a redye. 
tion should be made in this item? 

Mr. Hau. I think we would be. 

me PassMAN. Would not you have made a similar statement last 
year ¢ 

Mr. Hav. I would, in all honesty, have to place before the com- 
mittee the facts on which we made our judgment. Many of these fag. 
tors are completely out of the hands of the United States. 

Mr. Passman. You are making the request on the basis of informa- 
tion available to you and the year’s experience, but you could return 
next year with a situation similar to this year’s. 

Mr. Hatt. I should like to point out that we know now that many 
of the countries which we had expected to participate in fiscal year 
1957 will definitely be participating in fiscal year 1958. We do have 
that experience and knowledge, which, of course, we could not tell you 
looking forward into fiscal year 1957. 


NUMBER OF RESEARCH REACTORS 


Mr. Passman. You are requesting funds for what number of addi- 
tional reactors for fiscal year 1958? 

Mr. Hatt. Mr. Chairman, one of the important differences be- 
tween our request for fiscal year 1957 and fiscal year 1958 is the fact 
that we are asking broader authority to use these funds. 

Mr. Passman. I observe that fact from your justifications. 

Mr. Hatt. Yes, sir. The reason this has been requested, sir, is that 
many of the countries in which these programs are just starting, it is 
quite clear that it is too early for a full fledged research reactor. In 
connection with other equipment, such as radioisotope laboratories, 
they are ready and this is a type of contribution that we could make, 
and, in turn, the United States would be receiving benefits based on 
the research that we, in turn, receive from this program. 

Mr. Passman. Did you give the number of additional reactors for 
which funds are being requested ? 

Mr. Hatt. Fifteen. 

Mr. Rocers. We are in fact requesting less money this year for re 
search reactors by $700.000 than last year. The difference is, as Mr. 
Hall mentioned, due to the somewhat different scope of the program in 
providing to underdeveloped countries, or less developed countries, not 
ready for a research reactor, equipment such as radioisotope laborato- 
ries. 


REQUEST FOR RADIOISOTOPE LABORATORIES 


Mr. Passman. You did not think of that possibility last year? 

Mr. Rogers. This is something that has become evident as we've 
gone along. 

Mr. Passman. Is this a new request ? 

Mr. Roaers. Yes, sir; part of the $7 million request. 
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COUNTRIES SCHEDULED TO RECEIVE REACTORS 


Mr. Passman. What countries constitute this list of 15? 

Mr. Haux, Again, Mr. Chairman, perhaps it would be better if I 
furnished the committee separtely our best estimate. 

Mr. Passman, I asked the question, What countries are these for? 
It is not a Temion of satisfying the committee. There are 435 Mem- 
bers in the House who will want the answer. Will you state for the 
record the 15 countries you intended to fund ? 

Mr. Hatt. Do you wish me to read for the record the possible coun- 
tries that we expect will be participating iu this? 

Mr. Passman. If you are requesting money I should think you would 


i have the list firm enough to be able to know the countries. You state 


in your justification the request is for 15 countries. We think you 
should name the countries. 

Mr. Haut. Do you wish me now to put in the record such a list, 
or do you want it sent separately to the committee ? 

Mr. Passman. You do not have a list of the 15 countries? 

Mr. Hau. I have a list of more than 15 countries, but in terms of 
our best judgment, I could read 15. 

Mr. SAPS You do not know what 15 countries may get the 
money 

Mr. Hau. Not precisely. In terms of our request, I could give 

mu a list of 20 countries. There may be imponderables of the type 
referred to. 


COUNTRIES THAT HAVE RECEIVED REACTORS 


Mr. Passman. What countries obtained reactors in fiscal year 1956 
and fiscal year 1957 ? 

Mr. Haut. Fiscal year 1956, Brazil, the Netherlands, Denmark, 
and Spain; in fiscal year 1957, Venezuela, Portugal, and Japan. 


INVENTORY OF FOREIGN PROGRAMS AND NEEDS 


Mr. Passman. Will you give some explanation for the request 
for $250,000 for “Inventory of foreign programs and needs”? 

Mr. Hat. In the past year, Mr. Chairman, it has been very clear 
tothe Atomic Energy Commission, as well as to ICA and the Depart- 
ment of State, that before many of our friends abroad really have 
an understanding of what is necessary in terms of this new field, 
that they do need advice and assistance. In point of fact, this type 
of advice and assistance rather often establishes a better perspective 
for them and does not mislead them into thinking that atomic energy 
overnight is going to fulfill a promise that rather often is referred 
to in the press. at we are requesting, Mr. Chairman, is author- 
ity to provide types of assistance, advice, and surveys to these coun- 
tries to allow them to know precisely what steps to take in develop- 
ing their atomic energy programs. 


EVALUATION OF NUCLEAR POWER POTENTIAL 
Mr. Passman. What is the breakdown of the $450,000 requested 
for “Evaluation of nuclear power potential” ? 


93522—57——69 
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Mr. Harz. Mr. Chairman, this is a little different type of request, 
In many countries, and particularly the underdeveloped countries 
where there is an energy shortage, there has been a great deal of inter. 
est in determining whether atomic power at this stage of the game is 
to be justified for their own economies. I could cite several countries, 
For example, in South America there is a growing energy shortage 
of hydropower and one very good reason for the United States as- 
sistance in this type of survey is to provide a basis for evaluating not 
only for the recipient country, but for us, the particular type of role 
that atomic power could play in the country. I consider this a very 
important item because, again, where there is a power shortage and 
where one can predict a power shortage in terms of conventional en- 
ergy, rather often you find overenthusiastic understanding of this 
subject. It is possible that the country could commit itself to a type 
of expensive atomic power program which would be wrong and might 
begin too soon in terms of their energy requirements. 

I believe that this is a type of service that the United States can 
provide particularly, as I said, in the underdeveloped countries, where 
they themselves do not have technical personnel to do this type of 
evaluation, which is very important in this program. 

Mr. Passman. Will you now give us information as to the use of the 
$459,000 requested ? 

Mr. Hauz. Mr. Chairman, that is a request based on an estimate, 
I notice that we have cited several countries, such as Taiwan, the 
Philippines, Indonesia, and I would also cite Brazil. In connection 
with our domestic program and developing estimates on what type of 
costs this type of survey would amount to, I think we concluded it 
would be about 

Mr. Rogers. $100,000 to $150,000. 

Mr. PassMAN. Per nation ? 

Mr. Rocers. Yes, sir. 

Mr. Hatx. Mr. Chairman, it depends on the size of the country and 
the survey of the particular problem. I think it is auite possible ina 
smaller country, or in a country where there is already some informa- 
tion at hand, it would be much less than that. 

Mr. PassMAn. Certainly you are trying to be fair, and we appreciate 
it. But you do not really know at this time where the money will be 
spent ? 

Mr. Rogers. We know of three countries. 

Mr. Passman. You could not name more than three at this time! 
Is it problematical as to whether even they would be recipients? 

Mr. Haut. Mr. Chairman, in the case of Taiwan, they have re- 
quested such a survey and we have had such request from Brazil and 
Argentina, It is a little more than an educated guess because these 
countries have come to us for help in this type of assistance. 

Mr. Passman. You have not developed the program to the point 
of knowing at this time what will be approved ? 

Mr. Hauz. Mr. Chairman, I would expect that 5 times or 10 times 
the number of countries would come to us for this type of help if they 
knew it was available. By that I mean that this is a very crucial 
question in the economy of any country, even in Western Europe, the 
question being, where does atomic energy fit into its future? 
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In terms of an educated guess, I am sure that half of the world 
would come to us, sir, if we were willing to provide this service. 

Mr. Passman. I am sure they would. Sixty-seven natiéns already 
come to us for different types of aid, and maybe the entire 67 would 
get in on another type later, if they thought we had the money for 

em. 

Mr. Haut. There are countries where I do think it is to the best 
interests of the United States to help them. 

Mr. Passman. I am endeavoring to obtain information as to where 
you are going to spend $450,000. You are not able to pinpoint the 
expenditures at this time? 

Mr. Hatu, Aside from the countries I mentioned. 

Mr. Passman. That is what I said. I refer to the entire $450,000. 

Mr, Haut. No, sir, 


REQUEST FOR EQUIPMENT 


Mr.. Passman. What is the breakdown of the $1 million requested 
for equipment ? 

Mr. Harty. Mr. Chairman, in the past fiscal year, the Atomic Energy 
Commission has sent missions to South America and to the Far East. 
The purpose of these missions has been to develop recommendations 
to the Atomic Energy Commission as to what types of help these 
countries might need in this field. These recommendations have par- 
ticularly related to the radio isotope equipment and the possibility 
of radio isotope laboratories, gamma ray fields and so on. In other 
words, particularly in the field of biology and medicine, 

Mr. Chairman, the breakdown is based on the recommendations 
of these missions. In terms of the overall program, it is a modest sum. 
Radio isotope equipment could cost from $5,000 to $100,000. For 
example, a gamma ray field, which is used in agriculture, as I recall, 
is. about a $6,000 item. What we have done, Mr. Chairman, is to take 
these recommendations, based on our scientists who have discussed 
these problems with their colleagues in the hospitals and the uni- 
versities, as well as in the Atomic Energy Commission groups, in 
these countries, and they make recommendations to us. The break- 
down, Mr. Chairman, is that. 

Mr. Passman. You have given a general statement as to what you 
would like to spend the money for; but before requesting $1 million 
for equipment, you needed to determine the number of pieces of cer- 
tain types of equipment and the cost of it, to be able to arrive at this 
total? Either that, or again, an educated guess, as to the overall re- 

irements? It is one or the other. We want a list of equipment and 

cost of it, or else we want to establish that this was the best esti- 
mate you could provide. 

Mr. Rocers. May I comment ? 

Mr. Passman. Certainly. 

Mr, Rocrrs. Actually, we have requests for equipment for South 
American countries that total more than $2 million. I think it would 
be unwise to put these requests in the record because they have not 
ben approved. We would not at this point want to indicate what 
we plan to do. It is very possible to furnish that, off the record, 
however. 
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Mr. Passman. Would I be fair in stating for the record that this 

represents your best estimate? 
ou do not know the countries to be involved and the amounts 
that would be spent? 

Mr. Rogers. We do know the countries and we have the items of 
equipment listed for South America. 

Mr. Passman. Is the information restricted ? 

If we are financing a reactor for a country, there is an immediate 
record made of it, so why could not we know the countries involved 
and the type of equipment ? 

Mr. Rocers. These requests are still being screened by the Com- 
mission. 

Mr. Passman. At present you do not know the countries or the 
amounts? They are being screened ? 

Mr. Rocrrs. We have recommendations from our scientific teams, 

Mr. Passman. May we have those recommendations and the list of 
countries and the amounts involved? Would not we need this infor- 
mation in order to be able to appropriate intelligently ? 

Mr. Rogers. I believe, sir, it would be unfortunate to have it in the 
record. 

Mr. Passman. Is the information restricted? We shall go off the 
record and you can inform us as to the countries and the amounts 
involved. 

Mr. Rocers. I do not have their recommendations with us today, but 
I will be glad to furnish that. 

Mr. Passman. You would expect this committee to appropriate on 
the assumption the money may be needed? You are not informing 
us as to the countries or the amounts ? 

Mr. Rocers. We can give you that this afternoon. 

Mr. Passman. You are here for money ? 

Mr. Rogers. These are raw recommendations that have not received 
Atomic Energy Commission approval. 

Mr. Passman. Would we be fair in stating that your request is 
somewhat premature ? 

Mr. Hatt. No, sir. 

Mr. Passman. Just the idea some money is wanted is not going to 
satisfy 435 Members of Congress. They are going to want to know 
what, when, where, and in what amount. 

Mr. Hauz. Could I make one comment on this? 

Mr. Passman. Yes. 

Mr. Hatt. In every item that we have before us, the executive de- 
partment has to make decisions in reference to requests that come in. 
As you say, the theoretical possibility of help might be 60 countries. 
If we place in the formal record at a particular time item by item, 
everything in this field, I am afraid that there might be some political 
difficulty in connection with decisions which really have not been made 

Mr. Passman. Do not you think that we could go off the record 
and perhaps you could confide in this committee ? 

You might admit that you do not know the countries and the 
amounts decided upon ? 

The applications had not been screened ? 

Mr. Haut. I think that Mr. Rogers was referring to the report 
that I referred to earlier in the recommendations made by_ these 
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nations. The reports and the recommendations have not been firm in 
terms of how we can reduce the request. In other words, we are con- 
fronted, as I say, with a new field where throughout the world, there 
is a great lack in terms of equipment and in personnel. You will 
see that the figure indeed is much higher than $1 million, and we 
would be very happy to give you that off the record. 

Mr. Passman. Would you approve if this committee and the 
Congress should appropriate money for all departments, to the amount 
of about $74 billion a year, on the basis of the type of justification 
you have made this morning? Would not you feel a bit uncertain 
that we did not require agencies to justify their programs, 

Mr. Vance. Yes, sir; you are very right. 














TESTIMONY IN FISCAL YEAR 1957 HEARINGS AS TO SOURCES OF REACTORS 







Mr. Passman. Last year, referring to page 897 of the record, we 
were discussing where these reactors would be purchased. I asked 
this question : 

But if country X should decide that they would like to purchase this reactor 
from, let us say, Great Britain, if they are building one, under the present law, 
could they enter into that contract? 

Mr. Vocen. Yes, indeed. 

Mr. PassMAN. In other words, Great Britain would sell a reactor and we 


would reimburse them to the extent of $350,000? You are speaking with 
authority on that? 
Mr, Voce. Yes, indeed. 


We appropriate the money and if a recipient country decides it 
wants to purchase a reactor from some other nation, it may do so 
mder the authority ? 

Mr. Haut. Mr. Chairman, I would like to state that I am not in 
agreement with the testimony last year. The policy of the Commis- 
sion now is that the research reactors, as announced by the President, 
will be confined to American reactors and American reactors alone. 

Mr. Passman. Inasmuch as that was the policy last year, what 
would you do in the event you discovered that some of these recipient 
nations have entered into agreements for purchase of reactors from 
mother nation? Would not we be obligated to pick up the tab, based 
mour prior policy ¢ 

Mr. Hatx. No, sir; in the past year there has been no case. 

Mr. Passman. What if it should develop later that there have been 
sme negotiations of the type indicated and you have not been told 
tbout them? Would not we, under the formal policy, be obligated ? 

Mr. Hat. No, sir; the participation under the program requires a 
bilateral agreement. The executive department would be fully and 
on apap aware of everything that is going on. 

r. Passman. It is indeed a comfort to this committee to know that 
this is the fact in these matters. 

Mr. Vance. The statement that you have read does not represent 
the policy of this Commission. 

r. Passman. I wonder why the witness made such a statement. 

Mr. Vance. I never heard of it until this morning. 

Mr. Passman. He made the statement; it is in the record. That 
he orders for reactors could be placed with other nations and we would 
pick up the check. 
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NUCLEAR TRAINING SUPPORT 


Is the item of “Nuclear training support” in the amount of $50,000, 
an estimate, or has it been firmed up ? 

Mr. Rocers. I believe that Mr. Meem could talk to that. This is an 
ICA training item where ICA does not have specific agreements, is that 
correct ¢ 

Mr. Mero. Yes, but there is nothing specific firmed up. 

Mr. PassmAN. It is just an educated guess? 

Mr. Merm. Right. 

Mr. Passman. It could not be pinned down? 

Mr. Meem. No. 


PRESENT AEC POLICY ON SOURCE OF SUPPLY OF REACTORS 


Mr. Passman. Would you like to make a brief statement on the 
policy as to where these reactors are purchased ? 

Mr. Vancr. Our policy in matters of this kind is that assistance 
of this sort should be given only when the equipment, reactor, or what- 
ever it may be, is purchased in this country. I call your attention 
‘to the ‘fact that in one case at least that I know of—that is a research 
reactor for Spain—the exchange situation there is very difficult and 
the Spanish Government is asking the Export-Import. Bank to-loan 
them the other $350,000. Under the law, the Export-Import Bank 
could not make that loan except for American equipment. 

Mr. Passman. The present policy is that the recipients must procure 
American equipment ? 

Mr. Vance.. Yes, sir. 


Mr. Passman. The statement to the contrary made last year was in 
error? 

Mr. Vance. Correct. 

Mr. Passman. Mr. Lanham? 


ORIGINATION OF REQUESTS FOR AID FROM UNITED STATES 


Mr. Lannam. Mr. Hall, I notice that you made a statement a while 
ago that these countries came to you with the requests for help in 
this field. Just exactly how does that occur? Do we send out missions 
and try. to: sell these countries on the proposition that they ought to 
have reactors and they ought to call on America for help ? 

Mr. Hauu. This has happened in several ways. The President in 
his speech at Pennsylvania State University in June of 1955 enunciat- 
ed the policy under which the assistance program was started. Of 
course, this offer, you might say, has been repeated on many occasions 
by the Chairman of the Commission, as well as other responsible 
officials: | One consequence of the offer has been that the technical 
personnel from other countries have come to the United States and 
have held discussions with us in connection with their desire to par- 
ticipate in this program. 

Secondly, sir, we have sent missions abroad, and particularly to 
Latin America, to consult with our technical colleagues, and to deter- 
mine on the spot the types of help that they might require. 
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Mr. Lanuam. Did you send those missions without requests from 
those countries? In other words, are you going out and trying to 
peddle this help to just any country that you can sell it to, or give it to? 

Mr. Hau. No, sir; 1 would not put it that way at all. The program 
has excited so much interest throughout the free world that the 
Atomic Energy Commission has, in the past 2 years, been literally 
besieged by requests for advice, for technical people to come to the 
countries to help them get started in terms of medical facilities, and 
for facilities in connection with biology and agriculture, as well as re- 
search reactors. 

The basic idea of atoms-for-peace by the United States Government 
has been the principal spark, you might say, that has created this 
interest. I can honestly say it has been a completely bilateral ap- 
proach to the problem among our friends. 

Mr. Lanuam. Thank you, sir. 

Mr. Passman. Mr. Natcher ? 


ASIAN NUCLEAR TRAINING CENTER 


Mr, Narcuer. Mr. Vance, approximately how much would it cost 
to locate the Asian Nuclear Training Center in Manila? 

Mr. Hau, This program, sir, is not part of the Atomic Energy 
Commission request. We have through our Brookhaven National 
Laboratory provided technical guidance to the ICA in connection with 
its objectives to establish such a program. I am afraid we are not 
prepared to talk about that. 


TRAINING OF FOREIGN NATIONALS 


Mr. Natcuer. You point out in your statement that it is much more 
economical to train foreign nationals in their own countries. Do you 
agree to that? 

Mr. Vance. Yes. 

Mr. Narcner. That is in the statement ? 

Mr. Vance. Yes, sir. 

Mr. Natcuer. What do you base that statement on ? 

Mr. Vance. We base it on this, sir: In the field of peaceful uses of 
atomic energy, no progress can be made by any country unless they 
have the competent personnal who know how to operate the equip- 
ment, whether it be research reactors, power reactors, or reactors for 
the purpose of making isotopes. 

Now, many foreign countries have excellent colleges and universi- 
ties who teach the basic sciences like physics, chemistry, and so on, but 
that is not sufficient. The man who has had a good basic training in 
what I would call the ordinary sciences has to have superimposed on 
top of it a specialized training in order to be competent in this field. 
And without this competency, no progress can be made. 

Foreign countries are sending their trained scientists to this country 
for this specialized training, and we are using our facilities to their 
capacity and providing a good deal of that capacity to foreign 
nationals. 

We were asked a question yesterday in another subcommittee of 
your Appropriations Gommittes, what percentage of our facilities for 
training in this country are made available to foreign nationals, and 
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we told the committee that in one case 75 percent was made available 
for foreign nationals. I would place it in another case at approxi- 
mately 50 percent, the remaining facilities being allocated to the 
training of our own people. 

Mr. Narouer. You agree that nuclear training centers, such as the 
one proposed at Manila, is a better system than to have them in this 


country and to bring the foreign nationals and students into this 
country ¢ 


Mr. Vance. Yes, I do. 
Mr. Gary. Will the gentleman yield? 
Mr, Natcuer. I yield. 


BENEFITS TO THE UNITED STATES FROM PROGRAM 


Mr. Gary. Just what does the United States get out of this program? 

Mr. Vance. I would like to answer your question in this way. There 
has been a great deal of concern expressed in Congress as well as in 
other places as to whether or not the United States is losing its position 
of leadership in the peaceful application of atomic energy, and various 
proposals have been made, all in good faith, that we take certain steps 
to see that we do not lose that leadership. Some of these proposals 
have to do with building large reactors in this country ordinarily in- 
volving hundreds of millions of dollars. It is my personal belief that 
the question of whether we do or do not retain our position of leader- 
ship in this field depends more on what we do abroad than on what we 
doat home. After all, the position of leadership is what people think 
about us, and it is what people think of us in other countries and not 
in this country that determines whether we are or are not in a position 
of leadership in this matter. I think anything we can do along the 
lines we are discussing this morning in taking the leadership in laying 
the foundation for the peaceful use of atomic energy is the most 
economical way of assuring our leadership in this field. 

Mr. Hatz. May I comment, the bilateral agreements which provide 
the basis for our program stipulate that the information and the re- 
search results are exchanged between the two countries. This field, 
I think, of all fields, has been developed by many, many minds through- 
out the world. This has not been a field in which the American mind 
has made the 100-percent contribution. Many of the best brains—if 
I may put it in that way—have made their contribution from many 
countries throughout the world. 

What I am saying is that in connection with the tangible results 
we may achieve, there are items which can be identified. We are stimu- 
lating interest in providing a basis for the United States to obtain the 
results that these able people throughout the world can produce in 
their research in the laboratories, as well as the consequences of using 
research reactors. So this is not a one-way street. 

Mr. Gary. Are we getting helpful suggestions and research informa- 
tion from these countries ? 

Mr. Harz. Yes, sir. May I cite several examples. During the 
course of the Brookhaven symposium of May, technical papers were 
given by various people from South America, and it was completely 
amazing, not only to some of us in the United States but to their own 
nationals, to realize that many of the results of these programs have 
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been so good. In cancer some very good work is being done in Brazil 
and Argentina. 

Mr. Denton. That is public health, is it not? 

Mr. Hat. No; in connection with the treatment and therapy to 


determine malignancy and determine a cure. It provides for research 
in hospitals and in laboratories. 


Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Hau. This equipment that we are requesting funds for under 
this program for the most part deals with basic research in biology 
and medicine. I personally have travelled in South America and 
have noted with great interest that there are many competent men, and 
if they had better equipment, I am sure they could provide benefits not 
only to their own country but to us in this field, and cancer is one 
of the main objectives in terms of this program. 


FLOW OF ATOMIC ENERGY INFORMATION BETWEEN UNITED STATES 
AND FOREIGN COUNTRIES 


Mr. Gary. It is very interesting to get some evidence of tangible 
results from the program. I think we ought to cooperate with the 
other nations. Do you see any tendency on the part of any of these 
nations to try to hold back any of the information ? 

Mr. Hau. Not in the slightest. This program is completely open, 
and the flow of technical information between the United States 
and the laboratories abroad has been complete, with no inhibition at 
all. One of the attitudes of the scientists in the atoms-for-peace pro- 
gram has been that this is unclassified, and there has been a free flow 
of information as well as no inhibition on visits to laboratories in 
other countries. 

Mr. Gary. To what extent will this training and exchange of in- 
formation in the atoms-for-peace program aid those countries in the 
use of atomic energy for war? 

Mr. Hau. My answer to that, sir, is that this program does not 
provide any basis whatsoever to assist these countries to develop any 
war potential. In fact, we have gone further than what one might 
call prudent caution. We have made a part of our bilateral agree- 
ments a condition that the United States be allowed to visit, let us say, 
the research reactor, and inspect the research reactor. 

The reason I say this goes even beyond prudent caution is that the 
reactor per se is very small indeed, but we felt we should set this pat- 
tern to reassure us as well as to reassure the neighbors that have bi- 
lateral agreements that there is not the slightest possibility that this 
program can do more than advance the peaceful use of the atom. 

Mr. Gary. To what extent will this program give these nations the 
know-how that they might use for the development of atoms for war? 
Is there such similarity in the principles that the know-how in the 
one instance would aid them in developing the other ? 

Hr. Hatz. Would you care to answer that ? 

Mr. Vance. I think I could answer your question in this way. It 
is perfectly obvious that if a man becomes educated in the broad basic 
‘principles of how atomic energy works, he is in a better position to 

o from there to weapon design than a man who knows nothing about 
itat all. But the improvement stops right there. 
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A foreign national could come to a university here that has a course 
in nuclear science and get the same basic knowledge and take it back 
with him. That is a far cry from being able to make an atomic 
weapon. 

r. Gary. That information would not per se enable him to de 
cohen weapons ¢ 

Mr. Vance. No,sir. Off the record. 

(Discussion off the record.) 

Mr. Vance. We are convinced that the work that is being done in 
promoting the peaceful uses of atomic energy abroad will in no respect 
increase the possibility of other countries being able to manufacture 
nuclear weapons. 

Mr. Gary. Thank you. 

Mr. Passman. Mr. Natcher ? 


VALUE OF ESTABLISHING NUCLEAR TRAINING CENTERS IN OTHER 
COUNTRIES 


Mr. Natcuer. Mr. Vance, I am very much in sympathy with the 
atoms-for-peace program as provided under section 419 of the Mutual 
Security Act, and I believe I understand what you had in mind when 
you mentioned the leadership insofar as this program is concerned. 
There is one question in my mind that I am not at all clear about 
and that is the establishment of centers such as the one you point out 
in Manila. This will cost millions of dollars—am I correct in that? 

Mr. Vance. I believe so. It is not a part of our program. 

Mr. Natcouer. I understand that, but the part of your program 
that fits into such a center would be the training of foreign nationals 
and students you would bring in ? 

Mr. Vance. That is right. 

Mr. Natcner. Are we not on the wrong road when we consider 
what hapened in Formosa recently and the word that comes out of 
the Ryukyus since we have had hearings on that matter, in spending 
huge sums of money throughout the w vorld? Would it not be better 
and more economical in the end to bring them to this country and 
train them in centers established here ? 

I understand full well the request you are making here has noth- 
ing to do with the expenditure cost for the Manila operation, but 
are you not going to have to take a new look at this program? 

Mr. Vance. In response to your question let me say this. Centers 
such as the contemplated one for Manila and another contemplated for 
Puerto Rico are not confined to training. They have other very im- 
portant services. Mr. Hall has spoken of the use of isotopes in diag- 
nosis and therapy for cancer and other diseases. Some of these very 
important isotopes, like radioactive iodine, for example—— 

Mr. Wicereswortn. Like what? 

Mr. Vance. Radioactive iodine, has a very short life. I do not 
know the exact number of days, but it is a very few days before the 
radioactivity is dissipated to the point it is no longer usable. I would 
say as of today people in Brazil wanting to use radio active iodine 
could only do so if it was flown by nonstop plane from here to Brazil. 

There are other important isotopes of short life. With these centers 
they would be able to manufacture these isotopes and get them to hospi- 
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tals in hours rather than days or weeks and make a great contribution 
to biology and medicine in those areas. 

Mr. Narcuer. You understand the point that I am making, Mr. 
Vance ? 

Mr. Vance. Yes. 

Mr. Natcuer. Do you agree with any part of my last statement, or 
am I unduly alarmed about our building structures throughout the 
world costing millions of dollars of our money which we will use in 
conjunction with your program in training foreign nationals, and 
shortly after expending this money having these countries say to us, 
“It is time you go home.” Am I wrong about that? 

Mr. Vance. I think the alternative, if we wanted to get the same 
result in number of men trained, would be to build facilities in this 
country to accommodate these people. 

Mr. Narcuer. What would be wrong with that? 

Mr. Vancr. I am inclined to think it would cost as much or more, 

Mr. Natcuer. At least we would be spending money in our country 
and would still have the structures after the program was over. 

Mr. Vance. We would have the same capital expenditure and the 
operating expenditures on top of that. 

-Mr. Natcuer. So in your opinion it would cost more in the long 
run, and you feel the program in which you are cooperating is the 
best system ? 

Mr. Vance. I do. 

Mr. Narcner. That isall. 

Mr. Passman. Mr. Denton? 


COORDINATION OF PROGRAM WITH OTHER FEDERAL, AGENCIBS 


Mr. Denton. The Public Health Service and the National Institutes 
of Health conduct research with isotopes and other things and make 
grants to foreign countries. Do your programs overlap ? 

Mr. Vance. Mr. Hall will answer that. 

Mr. Hay. We are incomplete cooperation with the Public Health 
people and the Department of Agriculture people. This is a coordi- 
nated program. In fact, the Atomic Energy Commission in other 
areas has contracts with these various institutions. It ts a cooperative 
program. 

OBLIGATIONS 


Mr. Denton. I notice on page 115 of the justifications that since 
you have started this program you have had $6.9 million appropri- 
ated and have spent $1.4 million and have $5.5 million unexpended 
and unobligated. Is that right ? 

Mr. Rocers. The portion of the program with which we are con- 
cerned is $5.5 million. We obligated $1,055,000 last year. 

Mr. Denton. Where do you show that in your justifications, that 
you have obligated any of it? 

Mr. Murrny. When these justifications were prepared it was ex- 
pected that the whole $5 million would be used during the year. How- 
ever, since that time we were able to revise one table. It shows $1,050,- 


000 obligated. 
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Mr. Denton. So you have spent on this whole program to’ date 
$2,450,000, is that correct? And you have unobligated and unexpended 
$4,450,000 2 

Mr. Mourpny. Yes, sir. 

Mr. Denton. And of course you do not have any firm commitment 
as to how you will spend it? You told Mr. Passman—and I think you 
are fair about it—it is a guess? 

Mr. Hau. As I pointed out earlier, within the next 90 days at 
least 5 countries will te coming in. 

Mr. Denton. Would it not have been better, when you made up 
this budget in October, if you had asked us for the money you were 
expecting to expend ? 

Mr, Hatt. Well, our understanding of the status of these various 
negotiations in July of course is much better than the understanding 
in October. 

Mr. Denton, Why do you come before this committee and ask 
us to make an appropriation on a guess? The State Department 
knows what they are going to spend money on, and the military de 
partments know. 

Mr. Haru. As I pointed out earlier, if we are to act in accordance 
with our statutory responsibility, we have to make sure this bilateral 
agreement is in effect, and we made our best estimate in October that 
these bilateral agreements would be in effect during fiscal year 1957, 


USE OF REACTORS FOR PRODUCTION OF ELECTRIC POWER 


Mr. Denton. With these reactors in foreign countries, do you 
propose to produce power that can be used commercially ¢ 

Mr. Hatt. That will have to be determined by technical surveys. 

Mr. Denton. You will determine whether it will be done by private 
utilities or the Government ? 

_ Mr. Hatt. No, sir. Our objective is to project the cost of conven- 
tional power. The objective of this survey has nothing to do with who 
is going to run the powerplant. Technical surveys will determine the 
cost of nuclear power at this particular time in the country, and taxes, 
the interest rate, and all these other problems will be factors. 

Mr. Denton. Somebody told me the other day that if no taxes were 
charged on foreign investments, we would be having private enter- 
prise doing this and not the Government. 

Mr. Hauu. The point is very good, but I come back to my original 
statement that the objective of this type of survey deals purely with 
the technical aspects of having nuclear power in the country, and these 
other factors would have to be taken into account by the Government. 

Mr. Denton. We are getting the other governments farther ahead 
than we are in this country ; are we not? 

Mr. Hatt. No, sir. 

Mr. Denton. We have not developed nuclear power commercially 
yet, have we, in any place? 

Mr. Vance. You mean economically in this country ? 

Mr. Denton. Yes. 

Mr. Vance. No; we have not. 

Mr. Denton. Why should we develop it in foreign countries when 
we do not have it in our own? 
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Mr. Vance. The answer is very simple. In countries in Western 
Burope, Euratom countries—and of course this is also true in Japan 
and the United Kingdom but I will take the Euratom countries—it 
ig today necessary for the 6 Euratom countries to import 1 million 
tons of coal or the equivalent in oil at an annual cost of $2 billion. 
As they project their need for power over the next 15 years or so, 
they see the need for supplementary fuel rising from 1 million to 3 
nillion tons and the financial burden from $2 billion a year to $6 bil- 
lion a year. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Vance. There is going to be no competition between nuclear 

wer and power derived from coal or oil. The world as a whole, 
meluding the United States, will need power from all sources. It 
ig a question of one supplementing another. If I were in the coal 
business I would not sell out on the theory that nuclear power will 
stop the use of coal, because it will not. 

Mr. Denton. I think what you are saying is right, but on the other 
hand I do not see why we should not develop nuclear power in this 
country if we do it in other countries. 

Mr. Vance. This necessity of importing coal in Western Europe 
that I have just spoken of—and the cost ranges from $20 a ton up, 
laid down 

Mr. Denton. They can get our coal a lot cheaper than that. 

Mr. Vance. No, sir, they cannot. That is the price laid down. 

Mr. Denton. They can buy our coal a lot cheaper if they did away 
with quota and other trade restrictions. That is what my people 
laim. 

Mr. Vance. I think that is wrong, but you may know more about it 
than I do. 

The result of their having to import these large quantities of fuel 
is that when they make electricity in a conventional plant, a steam 
oy using these imported coals, the cost of that energy is very high. 
tis on the order of 12 mills per kilowatt-hour, which is more than 
0 percent higher than the average cost of all conventional power 
inthis country. As you know, in some parts of the country, such as 
*. Northwest, the cost is very low; it is only 214 mills per killowatt- 

ur. 

Nuclear power is more nearly competitive with this high-cost con- 
ventional power abroad than it is with the low-cost conventional power 
we enjoy in this country. Therefore, a nuclear reactor that would 
be feasible in a EURATOM country would not be in this country. 

New England is an area of relatively high cost power in this country. 
Therefore, nuclear power will be feasible in the New England States 
woner than it will be feasible in: the Tennessee Valley area, for ex- 
ample. In certain parts of the world the cost of conventional power 
8 much higher than in other parts, so the timetable is going to be 
different in these different locations. 

Mr. Denton. I agree that producing atomic power is much higher 
now, but as you go along it will become cheaper, will it not? 

Mr. Vance. We hope it will be. 

Mr. Denton. And when it reaches the point where it is competitive 
with other power, there is no reason we should favor other countries 
thove ours. 
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Mr. Vance. I think, of course, that the time when nuclear power 
will be competitive in our own country, unfortunately, is a long time 
away. It is not around the corner. And I believe that in the fore. 
seeable future it never will be competitive in certain areas in this 
country where we have extraordinarily low conventional power costs, 

Mr. Denton. Off the record. 

(Discussion off the record.) 


GROWING NEED FOR ADDITIONAL POWER SOURCES 


Mr. Vance. Every year the demand for power in this country goes 
up about 10 percent. . The time is going to come when we have got to 
get power from all these different sources. We have to get it from 
coal; we have to get it from oil; we have to get it from gas; and we 
have to get.it from nuclear energy. 

In the case of the EURATOM countries in Western Europe, they 
do not think their nuclear program is ambitious if it is calling for 15 
million kilowatts to be developed in the next 10 years. They do not 
consider they will reduce their imports of coal from what they ar 
today. ‘They think they will go up from what they are today. _ Today 
their imports are at.the rate of 1 million tons per year. Without 
nuclear power they think that will go up to 3 million tons a year, but 
with nuclear power they still think their imports are going up to 
1,600,000, which is. 60 percent more than they are today. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. PAssMan. Mr. Alexander? 


TOTAL COST OF ATOMS FOR PEACE PROGRAM 


Mr. Atexanper. Mr. Vance, did I understand you correctly when 
ou Said: that the overall cost of the atoms for peace program should 
enot more than $15 million or $16 million ? 

Mr. Vance. I said $15 million to $20 million. 

Mr: Arexanpver. Over a period of 4 years? 

Mr: Vance. Whatever time it takes to complete the program, which 

you might say would be 5 years. 

Mr. Atexanper. When you say whatever time it takes to complete 
the program, what do you mean by that? Do you mean to get it in 
every country in the world? 

Mr. Vance. No. What I mean by that is this: As Mr. Hall has 
explained, we have a large number of bilateral agreements and per- 
haps others to come. We can only estimate what percent of the 
countries involved may come in and ask for help in establishing 4 
research réactor; but the time will come when there will be no fur- 
ther applications. I am looking to the end of the road, sir. 

Mr. Auexanver. But is it not your feeling that since there has 
been in the neighborhood of $2 million spent in the promotion of 
this program, selling it to the foreign nations, that this thing will 

o'on indefinitely and get bigger and bigger as the foreign nations 

earn of the possibility we will bear 50 percent of the cost for a Te 
search reactor ? 

Mr. Vance. No, sir. I have been looking over the testimony of 
a year.ago on this same subject, and I noticed that this same ques 
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tion was asked and the statement made a year ago was that at the 
present time we were expecting that under this program we are dis- 
cussing this morning not more than one research reactor would be 
arranged for with any one country. We said we could conceive of 
a possibility that here and there there might be an individual case 
where we would consider two, for instance, a situation where a coun- 
try had two great universities, each one capable of training men in 
this field. But at present we are thinking of no more than one re- 
search reactor per country. 

Mr. Lannam. These are all research reactors ? 

Mr. Vance. Yes, sir. 


COST OF A RESEARCH REACTOR 


Mr. Avexanper. What does an average research reactor cost? 

Mr. Vance. Based on the cost of the reactor we were showing in 
Geneva in 1955, approximately $700,000. That is the figure we are 
using here as a top figure. 

Mr. Arexanper. Could you have reactors that would cost $400.000? 

Mr. Vance. It is conceivable that we could; yes. 

Mr. Aexanper.. Does a reactor have to be made in this country by 

cialists with a particular know-how, or could it be built with 
cheaper labor in some of the countries whose pay scale is not as high 
as our own ¢ 

Mr. Vance. Yes, sir; it could be. 

Mr. Auexanper. And there would be a possibility of a lower cost? 

Mr. Vance. Yes, sir. 

Mr. ALEXANDER. Does the cost involve largely a lot of highly tech- 
nical people ? 

Mr. Vance. I will use a power reactor as an example because I 
think it wil! illustrate more clearly what you have in mind. I think 
for the time being countries in Western Europe like West Germany 
and Italy, and even Japan, will find it desirable to purchase from us 
complete reactors; but I am sure that these particular countries I have 
mentioned, who are highly industrialized and have very competent 
industrial and engineering talent, will want to use their own talent 
and their own resources as quickly as they can, and that as time goes 
on instead of buying a complete reactor from us they will buy only 
components from us and will do as much of the work locally as they 
can. That would be the only sensible course for them to pursue. ‘And 
because their labor costs are under ours, they probably could do it 
cheaper. 

FUNCTION OF A RESEARCH REACTOR 


Mr. Avexanper. What does a research reactor do? What are they 
used for ? 

Mr. Vance. They are used primarily for training, sir. 

Mr. Arexanpver. In other words, the training of technicians and 
scientists 

‘Mr. Vance. In this specialized field of nuclear science and tech- 
nology. 

Mr. Hau. A research reactor is primarily a source of neutrons. Ac- 
cordingly, it can be a research instrument in making neutrons. 
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Secondly, these neutrons can be used to bombard isotopes to make 
them radioactive, and such radioactive isotopes are used in medica] 
research, such as iodine 131 used in the detection of thyroid problems, 

Third, it is an instrument that can produce, as a consequence of the 
neutrons, a source of isotopes. 

Mr. Atexanver. The sole purpose is for teaching; is that correct? 

Mr. Vance. That is the primary purpose. 

Mr. Auexanprer. What would be the objection, instead of putting 
these reactors in every country that wants it, to setting up area train- 
ing centers where these people could come in and be taught? 

Mr. Vance. You mean in this country ? 

Mr. Atexanper. No. You might have one in the Far East, one in 
Europe, one in the Middle East. 

Mr. Vance. One is planned in Manila to serve that area. 
planned in Puerto Rico to serve Central and South America. 

With reference to reactors located in universities or consolidated 
in large centers, I would like to say this: No man can become a nuclear 
scientist or nuclear technician unless he has had his basic training 
in some university, just as a specialist in medicine has to take a gen- 
eral medical course before he can start specializing. There are many 
universities which can provide this basic training and pick up this 
specialization of nuclear science, and take the men who have taken 
the basic course and turn them into specialists. Do you see what I 
mean ? 
Mr. Atexanper. Yes; I understand what you are saying, but it 


occurs to me this is a promotional thing. I will not pursue that 
further. 


One is 


COST OF TRAINING FOREIGN NATIONALS 


Do we pay any of the expenses of foreign nationals coming to school 
in this country under the atoms-for-peace program ¢ 

Mr. Haut. I think the ICA representative can answer that. 

Mr. Rogers. Not under this specific item. That is found in other 
sections of the bill. 

Mr. Atexanper. Where do the funds come from ? 

Mr. Mreem. Under the different country programs. 

Mr. Atexanver. How much do we have in the request for the train- 
ing of foreign nationals in the atomic-energy field ? 

Mr. Meem. $820,000. 

Mr. Atexanper. And what does that come under? 

Mr. Meems. It is under the regional and country programs. 

Mr. Atexanper. Do you pay all the expenses of those students? 

Mr. Mreem. We pay a per diem for travel in the United States, and 
in some cases a tuition fee where they are going to be trained in cer- 
tain laboratories and universities. 

Mr. Atexanper. What, then, does the United States get out of this; 
training more scientists to go throughout the world? | 

Mr. Mrem. It encourages them to look to the United States as a 
friendly country. In many cases the United States is one of the few 
places where they can get this type of training. 

Mr. Auexanper. In a few years they can get it any place in the world 
if this program is continued. In some ways we would be pulling at 












































s2 ss Se 


1103 


cross currents if we are trying to build up the prestige of the United 
States as a leader in this field. 

Mr. Meem. I would assume there is very little likelihood, in spite of 
the training we are giving through the program we have here, that the 
rest of the world will ever catch up with the United States in this field. 
What we are doing in training in our mutual security program will not 
jnany way conflict with or prevent continued leadership of the United 
States in this field, 

Mr. Avexanper. That is all. 

Mr. Passman. Mr. Wigglesworth. 


BROADENED SCOPE OF THE PROGRAM IN FISCAL YEAR 1958 


Mr. Wiccieswortu. Looking at page 115 of the justifications, am I 
correct in understanding that items 2, 3, 4, and 5 in the breakdown, 
referring to inventory of foreign program needs, nuclear power poten- 
tial surveys, research and training equipment, and nuclear training 
support, all represent broader authority than that which you have at 
the present time ? 

r.Hauu. Yes, sir. 

Mr. WiacieswortH. And that broadened authority has been re- 
quested in connection with the authorization bill for 1958, I take it? 

Mr. Hatu. Yes, sir. 

Mr. Wiceirswortu. Did I understand you to say that some of this 
cerned scope of work really falls into the field of technical assist- 
ance 

Mr. Hat. Yes, sir, it does fall within the field of technical assist- 
ance, if I understand your question correctly. 


DURATION OF PROGRAM 


Mr. WicetEeswortn. You tell us, as I understand it, that you antici- 
pate the whole overall program will not exceed $15 million or $20 
miltion over a period of 4 or 5 years. That was the testimony, was 
itnot 

Mr. Vance. Yes, sir. 

Mr. Wiccteswortu. Does that include the items in this broadened 
seope of work ? 

Mr. Vance. That was with particular reference to the research 
reactors themselves. 

Mr. WicetEswortn. Is there any limitation on the other 4 items to 
which I have referred ? 

Mr. Vance. I do not know of any. 

Mr. Wiccieswortu. It seems to me they might run into large fig- 
ures unless you have some limitation. 

Mr. Vance. I do not think so, because as research reactors are estab- 
lished in these countries and competency is acquired, there will be 
less call on us. 

Mr. Wiceteswortu. Looking ahead, would you anticipate that the 
requests for these items, 2 to 5 inclusive, are likely to increase materi- 
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ally and to be in effect for a longer period than that indicated for the 
reactors ¢ 

Mr. Vance. No, sir, I do not. 

Mr. WiceLeswortH. Your present judgment is that the whole thing 
will be wound up in 4 or 5 years ? 

Mr. Vance. I should think so. 

Mr. Wicerresworrn. And that items 2 to 5 will not increase ma- 
terially per year during that period ¢ 

Mr. Vance. That is right. 


RIGHT OF INSPECTION INCLUDED IN AGREEMENTS 


Mr. Wiccieswortu. Did I understand you to say that there was 
something in the nature of a right of inspection reserved under the 
applicable agreements in respect to the facilities set up with these 
funds ¢ 

Mr. Haut. Sir, the answer to your question is in each bilateral agree- 
ment we have included a provision which allows us to determine ‘that 
the reactor is being used for peaceful purposes, to determine that the 
fuel provided under the agreement is not being diverted, and accord- 
ingly, to answer your questions, we have set out in the bilateral agree- 
ment this stipulation. 

Mr. Wieeieswortn. Which in effect gives us a right to inspect if 
and when we see fit ? 


EXCERPT FROM AGREEMENT RELATING TO RIGHT OF INSPECTION 


Mr. Hau. Yes, sir. Would you like me to place the agreement in 


the record ? 
Mr. Wiceieswortnu. I donot want the whole agreement. 
Mr. Hatu. The agreements, sir, are standard. 
Mr. Wiecteswortu. The same for all? 
Mr. Hau. Yes. So if I could place this agreement in the record. 
Mr. Passman. Maybe not the entire agreement, unless he wishes to 


do so. 
Mr. Wiceteswortn. The applicable 
Mr. Vance. Security provisions? 
Mr. WiaeateswortH. Yes. If you will do that I will appreciate it. 


(The following was submitted for the record :) 


ARTICLE VIII 


The Government of agrees to maintain such safeguards as 
are necessary to assure that the special nuclear materials received from the 
Commission shall be used solely for the purposes agreed in accordance with this 
Agreement and to assure the safekeeping of this material. 

2. The Government of agrees to maintain such safeguards 
as are necessary to assure that ali other reactor materials, including equipment 
and devices, purchased in the United States under this agreement by the Gov- 
ernment of or authorized persons under its jurisdiction shall 
be used solely for the design, construction, and operation of research reactors 
which the Government of decides to construct and operate and for 
research in connection therewith, except as may otherwise be agreed. 





1105 


8. In regard to research reactors constructed pursuant to this Agreement, 
the Government of agrees to maintain records relating to 
power levels of operation and burn-up of reactor fuels and to make annual re- 
ports to the Commission on these subjects. If the Commission requests, the 
Government of will permit Commission representatives to ob- 
serve from time to time the condition and use of any leased material and to 
observe the performance of the reactor in which the material is used. 

4. Some atomic energy materials which the Government of ______ may request 
the Commission to provide in accordance with this arrangement are harmful 
to persons and property unless handled and used carefully. After delivery of 
guch materials to the Government of , the Government of shall 
bear all responsibility, in so far as the Government of the United States is 
concerned, for the safe handling and use of such materials. With respect to any 
special nuclear materials or fuel elements which the Commission may, pursuant 
to this Agreement, lease to the Government of or to any private individual 
or private organization under its jurisdiction, the Government of shall 
indemnify and save harmless the Government of the United States against any 
and all liability (including third party liability) from any cause whatsoever 
arising out of the production or fabrication, the ownership, the lease, and the 
possession and use of such special nuclear materials or fuel elements after 
delivery by the Commission to the Government of or to any authorized 
private individual or private organization under its jurisdiction. 


ARTICLE Ix 


The Government of guarantees that: 

(a) Safeguards provided in Article VIII shall be maintained. 

(b) No material, including equipment and devices, transferred to the Govern- 
ment of or authorized persons under its jurisdiction, pursuant to this 
Agreement, by lease, sale, or otherwise will be used for atomic weapons or for 
research on or development of atomic weapons or for any other military purposes, 
and that no such material, including equipment and devices, will be transferred 
to unauthorized persons or beyond the jurisdiction of the Government of 
except as'the Commission may agree to such transfer to another nation and 
then only if in the opinion of the Commission such transfer falls within the scope 
of an agreement for cooperation between thee United States and the other nation. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 


Mr. Passman. That is all, gentlemen; thank you. 


Tuorspay, Juiy 11, 1957. 
Foreign Currencies Unper Pupstic Law 480 Program 


WITNESSES 


DR. D. A. FitzGERALD, DEPUTY DIRECTOR FOR OPERATIONS, INTER- 
NATIONAL COOPERATION ADMINISTRATION 

J. E. MURPHY, CONTROLLER 

ROBERT G. BARNES, SPECIAL ASSISTANT TO THE UNDER SECRE- 
TARY FOR MUTUAL SECURITY AFFAIRS, DEPARTMENT OF STATE 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. Passman. We are pleased to have Dr. D. A. FitzGerald, Deputy 
Director for Operations of the International Cooperation Administra- 
tion, with us this morning. This is not a scheduled portion of the 
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regular hearings, but Dr. FitzGerald has agreed to discuss the pres- 
ent situation of foreign currencies under Public Law 480. 
Doctor, we shall be happy to hear from you at this time. 


GENERAL STATEMENT 





Mr. FrrzGrravp. Thank you, Mr. Chairman. I do not have a 
prepared statement. However, I believe the committee does have 
before it a table, which has been prepared at its request, entitled 
“Status of Public Law 480 Local Currencies.” 

(Nore.—The table referred to may be found on p. 1118a.) 

1 might comment briefly on this table and make two general obser- 
vations. This table is prepared as of March 31, this year. There 
have been some additional agreements completed since this date, 
but this was the most convenient date for which to prepare the 
material. 

Mr. Lanuam. This does not refer to any of the local currencies 
other than under Public Law 480? 
Mr. FrrzGrrap. That is correct. 





MARKET VALUE OF COMMODITIES UNDER EXECUTED AGREEMENTS 





The first column shows the total market value of the commodities 
that have been included under agreements executed through March 31. 

Mr, Passman. This would be $2,014,485,000 ¢ 

Mr. FrrzGrraup. Yes, sir. These are all in terms of dollars, but 
the commodities are paid for in local currency of that total market 
value. The equivalent of $559 million worth of local currencies have 
been reserved for United States uses. The United States uses include 
a considerable number of provisions that are incorporated in the act 
itself and all of them are shown in the attachment here. They are 
not the ones that you are interested in at the moment. 

Mr. WiceteswortH. They are earmarked in the agreements? 

Mr. FrrzGrratp. Yes, sir. 

The next five columns show the amounts finally to be deposited 
under the sales agreements completed to date. 

Mr. Passman. Would you mind if we should follow each column 
separately? Would you just cover each briefly as we proceed rather 
than considering the data as a whole? 

Mr. FrrzGerarp. Yes, sir. 


FUNDS AVAILABLE FOR MILITARY USES 






The third column entitled “Military Uses” provides that local cur- 
rencies to the amount of $238,960,000 will be used for purposes of sup- 
porting military establishments of the country with which the agree- 
ments are made. That support may include local costs of construc- 
tion, local costs of barracks, and it may include local procurement of 
military equipment. It may include troop pay or allowances. 
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Mr. ALEXANDER. Doctor, any country that has spent the amount of 
money listed under column 3 for any purpose, for their own army, for 
example, would be fulfilling that requirement, would it not? 

Mr. FirzGeravp. I am not sure of your question. These amounts 
would be in addition to all of the local payments that the country 
makes which are very substantial amounts in all instances. 


FUNDS AVAILABLE FOR THIRD-COUNTRY PROGRAMS 


Mr. Passman. Under column 4, you show certain agreements which 
we have made under Public Law 480? 

Mr. FrrzGrraup. Under column 4 certain agreements which we 
have made under Public Law 480 provide that the amounts indicated 
in this column, twenty-three-million-odd dollars, in the aggregate, 
shall be used at our discretion for buying supplies in that country for 
third-country programs. 

In the case of Japan we could buy in Japan commodities that we 
needed for an aid program in Vietnam. 

Mr. Passman. But not to be shipped back to this country? 

Mr. FirzGerravp. But not to be shipped back to this country. 

Mr. Passman. But still a part of the overall aid program ? 

Mr. FrrzGeraxp. Yes, sir. 


FUNDS AVAILABLE FOR ECONOMIC DEVELOPMENT 


Columns 5 and 6 are local currencies programed for economic de 
velopment. That is, for capital construction, roads, or for any one 
of an enormous range of development activities. 

Mr. Passman. Within the Nation? 

Mr. FirzGeravp. Within the nation. 

Mr. Passman. In India, for example, $54 million in local currencies 
would be spent for any type of program that the Ambassador or ICA 
mission might feel is justifiable ? 

Mr. FirzGerawp. Yes, sir. 

Mr, Passman. In effect, it isa grant? 

Mr. FirzGeravp. In column 5, that is a grant. Column 6 is the 
same thing but it is all loan. 

Mr. Passman. Local currencies loaned back to the nations? 

Mr. FirzGeratp. Yes, sir. 

Mr. PassMAn. Ever to be repaid ? 

Mr. FrrzGeraup. Yes, sir; to be repaid typically over a 40-year 
period. 

Mr. Passman. In local currencies ? 

Mr. FrrzGeravp. In local currencies or dollars, at the option of 
that country. 

Mr. Passman. It would be just the same? You may, at your op- 
a give us a pound of platinum back for the pound of gold we gave 
you 

Mr. FrrzGeratp. Yes. 
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Mr. Passman. The only way they would elect, on a sound business 
basis for themselves, to repay with dollars would be where their cur- 
rency had a higher market value on the world market than the Ameri: 
can dollar? 

Mr. FrrzGrratp. Or where their currency is convertible. 

Mr. Passman. In effect, it would be that a good businessman would 
not want to repay in dollars if the dollars had a greater value than 
the currency, would he? 

Mr. FrrzGerap. That is correct. 

Mr. Passman. In addition to our regular foreign-aid program, as 
we think of it, through March 31, there had been $1,131,383,000 to 
these countries, which amount would be considered either as grants or 
40-year loans, repayable in their currencies ? 

Mr. FirzGerarp. There are two additional points in connection with 
the repayments that should be mentioned. 

Mr. Passman. I want to correct that if I may. Let me go on to 
column 7. 

Mr. FrrzGrravp. That is merely the total. 


PUBLIC LAW 480 FUNDS AVAILABLE IN ADDITION TO MUTUAL SECURITY 
APPROPRIATIONS 


Mr. PassmMan. It would be a total of $1,455,402,000 of additional aid 
given to these nations over and above the contributions in the regular 
mutual security bill ? 

Mr. Rooney: Over and above the $1,300 million ? 

Mr. Passman.. Yes. This amount is under Public Law 480 and could 
be considered either a.grant or as a 40-year repayment in local cur- 


rencies; but this is not subtracted, any part of it, out of our appropria- 
tion under the Mutual Security Act? 

Mr, FrrzGerratp. There is one point I want to make clear to you. 
When we come up to you this year for our mutual security appropria 
tions, we take into account what is going to be done under the Public 
Law 480 and our request of you for mutual security funds has been 
reduced by approximately an amount which we think will be avail- 
able-underthe new Public Law 480 legislation. 

Mr. Passman. That is the amount being requested in the Mutual 
Security Act which could be added to the amount in this act to obtain 
the total ? 

Mr. FirzGeratp. That is correct. 

Mr. Wiceieswortu. What we are discussing now is 1957 grants and 
loans; is it not ? 

Mr. FrrzGrrarp. Yes, sir. 

Mr. Denton. We have loans, but what about the agreements? 

Mr. FrrzGerap. They are in the process of being made now, sir. 

Mr. Passman. Proceed. 


INTEREST RATE ON LOANS 


Mr. FrrzGeraxp. There are three points I should like to make in con- 
nection with these loans. First of all, we have some incentive to re- 
turn dollars because of the interest rate. If the repayment is in dollars, 
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the interest is 3 percent, whereas if the interest is —_ in local cur- 
rency, the interest is 4 percent. If a country is in fairly good shape, 
it may decide to pay back in dollars rather than local currency. 

Mr. Passman. You do not expect any of these loans to be paid back 
in dollars, do you? You would not like to invest your own savings 
in this currency because of the slight difference in interest rate, if the 
law permitted it; would you ? 

Mr. FrrzGeravtp. We will get back something of value which will 
be less than the amount loaned, but which will be a lot more than 
zero. 

Mr. Passman. Something. That isa fair statement. 

Mr. FirzGerravp. We will get back something of value. 

Mr. PassMan. We expect to get back something of value ? 

Mr. FirzGeravp. I go further than that. 

Mr. PassMAn. The future will determine the value ? 

Mr. FrrzGrratv. Yes; but for one thing, in our loan agreements, 
repayments are in local currency but the country agrees at the time it 
signs up that we can use these repayments to pay United States Gov- 
ernment expenses in that country. When we get the repayments back, 
instead of having to pay out dollars for embassy expenses for example 
or for other things in that country, we can use that local currency. We 
get an equivalent savings in dollars, the same as those repayments are 
made. 

Mr. Passman. In country X we make a loan of $5 million. We 
need $35,000 for our expenses over there in local currency. Can we 
pay that expense item out of the $35,000 equivalent ? 

Mr. FrrzGerrarp. Over 4 years, 35 times—— 

Mr. PassMaAn. Let us limit it to 1 year. 

Mr. FirzGrratp. That is correct. 


MAINTENANCE OF VALUE REQUIREMENT 


No. 2, all of our loans now have in them what we call a maintenance 
of value requirement so that the amount of local currency repaid to 
the United States at repayment time must have the same value in 
terms of its purchasing power as the amount that we loaned. 

In other words, we have a built-in hedge against inflation in each 
one of these countries to which we make a loan. 

Mr. Passman. Any time within that 40-year period ? 

They have 40 years to repay the loan ? 

Mr. FrrzGerraup. Most of them are 40 years. 

Mr. Passman. In local currency at their option ? 

Mr. FrrzGrratp. Yes; the loan agreement also provides that we 
may use those local currency repayments for other purposes of inter- 
est to the United States. 

We may buy strategic materials with them if we need such materials 
at the time the repayments are made. The country obligates itself to 
sit down with us when those repayments are made to determine how 
they will be used. If the country is in good shape when that renego- 
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tiation takes place, then if I were there at that time—I do not expect 
to be there 40 years from now—I would drive a hard bargain in get. 
ting back something of maximum value. If a country is still one in 
which we have an interest and is in a difficult financial situation, obyi- 
ously, we would be easier with them. 

Mr. Passman. We do agree that we shall not spend the currency any 
time it would have a serious impact on their economy, and it would 
be up to the nation itself to make that decision? If we believe it js 
going to have a serious impact on their economy to spend their local 
currency in their country, we are obligated to respect their views? 

Mr. FrrzGeraup. Yes; but we are not obligated to agree with them. 

Mr. Passman. But we will have to abide by the decision of the 
country. We would not overrule them ? 

Mr. FrrzGrratp. That is true, but as a practical matter if a coun. 
try wants to continue to have relations with us, it is not going to be 
completely arbitrary. 

Mr. Passman. Do you not think they might look at the loans we 
made prior to World War I and World War II, and possibly conelude 
differently ? 

You know how lenient we have been in the past on loans, even 
good hard dollar loans, that we expected to get back. 

Mr. FrrzGerratp. On the dollar loans since World War II—— 

Mr. Passman. I am referring to our loans made subsequent to 
World War I and prior to World War II. Are not these nations cer- 
tain to review that situation ? 

Mr. FrrzGrratp. They are bound to look it over but on the other 
hand, one is bound to admit that the dollar loans since World War—— 

Mr. Passman. I am talking about World War I. People can for- 
get things easily. 

Mr. Denton. We had that trouble the other day with the English 
loan. 


REPAYMENT OF LOANS SINCE WORLD WAR II 


Mr. FirzGrratp. All I am saying is that, while I recognize the 
chairman’s comment, there is this history, I think that in all fairness, 
it should be pointed out that under Marshall plan loans made in 
1948, 1949, and 1950, and requiring dollar repayment, all but one of 
those loans is on schedule with respect to principal and interest pay- 
ments. 

Mr. Passman. We made those loans after we had already given 
them very much and we will admit that these things are very loose! 
We are both paying taxes to support these programs, and I would 
not want to have my savings in this type of loans; would you? 

Mr. FrrzGerarp. I would not, either. 

Mr. Passman. Do you have any other comments? 


CONSIDERATION GIVEN TO AVAILABILITY OF PUBLIC LAW 480 FUNDS 


Mr. FrrzGrraup. The other comment that I do want to make clearly 
as I can, Mr. Chairman, is that we have assumed in submitting to you 
our mutual security request that during fiscal 1958—the year for 
which you are considering mutual security appropriations now—we 
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will make public law 480 sales to countries in which there are mutual 
security programs to the extent of some $500 million market value. 
As & consequence, we have assumed that those sales would be made 
and those assets and resources would go to those countries in develop- 
ing our mutual security program. 
want to leave with the committee, as clearly and firmly as I can, 
that you cannot—let me say, should not—should not assume that we 
ean now take a Public Law 480 program that is upcoming and reduce 
the mutual security program by the amount of the estimated use of 
Public Law 480. 
There was printed by the House Foreign Affairs Committee a report 
on the relationship between surplus commodity programs and the 
mutual security program. On page 31 of that report we have indicated 
by countries the amount of Public Law 480 programs that we expected 
would mature when we developed the mutual security programs for 
those same countries. In a great many countries, if you look at the 


table on “Status of Public Law 480 local currencies,” there are no 


mutual security programs in terms of economic development. For 

example, Argentina, Brazil, Chile, Colombia, and Ecuador. The sum 

of these programs, those Public Law 480 sales agreements, to coun- 

- in which there is no economic aid program, amounts to about $450 
ion. 

We were not asking you for anything anyway for those countries. 
In those countries where there are both mutual security programs 
and Public Law 480 programs, we have fully allowed, in our judg- 
ment, for the full contribution of the Public Law 480 programs in 
making our submission to you for the mutual security. 


PLACEMENT OF PUBLIC LAW 480 FUNDS IN DEVELOPMENT LOAN FUND IN 
LIEU OF DOLLARS 


Mr. Passman. I do not want to personally prolong my examination 
of this matter, since you were willing to come down and give us some 
of your time, but I should like to discuss one other matter briefly. 
In the administration’s request, they asked for a development loan 
fund of half a billion dollars this year, and in fiscal year 1959, the 
right to borrow $750 million from the Treasury; in fiscal year 1960, 
os $750 million from the Treasury, making a total fund of $2 

illion. 

The Committee on Foreign Affairs voted that provision out of the 
pill. Ata subsequent date the committee took another vote, and more 
recently the provision was voted back into the bill. The situation 
with respect to this item is very uncertain. 

Inasmuch as they are giving some thought to this long-range, world- 
wide RFO-type of program—it is a so-called loan program ? 

Mr. FrrzGrrap. Yes. 

Mr. Passman. Could not we strike that section from the foreign 
aid bill and substitute this section—let the residue of the sale of 
agricultural commodities be the loan fund rather than the other? 

Would you care to comment ? 

Mr. FrrzGerarp. Yes. 
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_For reasons that I think you very clearly set forth yourself, Mr, 
Chairman, the local currencies that we will get in repayment from these 
Public Law 480 loans, while they are something of value, are not of 
the value and the usefulness which is necessary if we are going to sue- 
cessfully implement the development loan fund. The local currencies 
that ‘will be repaid cannot be used in the United States, for example 
to buy capital equipment, to buy generators for powerplants, to buy 
a wide range of commodities for which a country needs foreign ex- 
change. 

Mr. Passman. Inasmuch as this kind of a program to help our 
friends abroad is proposed, maybe we could just change the rules of 
the road slightly and make it apply. That is, these other loans under 
the development loan program will also be repayable in local curren- 
cies. Maybe we could at one time protect America a little bit and 
have a slight amendment added to this bill and work that part out, 
If we could do that, what do you think about substituting this for 
the other? 

Mr. FrrzGerarp. I am not clear, Mr. Chairman, how that could be 
substituted. 

Mr. Passman. You do not have the other funds yet. 

Mr. FrrzGerarp. Let us assume that we did have it. Let us assume 
that we had $100 million worth of Korean hwan repaid to use under 
Public Law 480. Let us say we wanted an electric generator to help 
Thailand. We could not use $100 million worth of hwan to buy an 
electric generator for Thailand. 

Mr. Passman. We could write that into the law. We are still on 
the giving end. We still should have something to say about this. 

Mr. FrrzGeraxp. Korea does not produce any electric generators. 

Mr. Mitier. Might it not be possible in this hypothetical case that 
the equipment needed for Korea might be purchased in Japan and that 
it might. be possible to use Korean currency rather than dollars? 

Mr. FirzGrravp. If you were buying it in Japan, then you would 
need Japanese currency. 

Mr. Mitxer. Does the Korean currency have any value outside of 
Korea ? 

Mr. FrrzGrratp. No. 

Mr. Mitier. Of course, in that specific instance, this. would not 
work, but would there not inevitably be places in the world where 
some of the foreign currency that had accrued under Public Law 480 
could be used instead of dollars? I think what the chairman is driving 
at is whether, by some legislative wording, we could make that money 
usable and we would then not have to put up so many dollars. 

Mr. Passman. In lieu of the other? 

Mr. Mirter. I can understand there are cases where you might have 
to have dollars, but if in only part of the cases we could use this 
counterpart type of funds, we could save the American taxpayer some 
money. Was that your thought, Mr. Chairman ? 

Mr. PassmMan. That is true. 

We asked the doctor if he would come down and explain the uses of 
these currencies under Public Law 480. 





Off the record. 
(Discussion off the record.) 


STATUS OF FOREIGN CURRENCIES OWNED BY UNITED STATES OR JOINTLY 
CONTROLLED BY UNITED STATES AND OTHER COUNTRIES 


Mr. Gary. Can we get a table covering all of the items that I asked 
you for? 

Mr. Mourpny. I will ask the Treasury Department for a statement 
on all currencies, on what we have in counterpart, and Public Law 
480. 

Mr. Passman. In addition to the request made by Mr. Gary, would 
you provide also a list showing the total amount of counterpart funds 
available in these nations, the name of the nation, and so forth. We 
generated these counterpart funds by commodities that we shipped to 
them, and you might show the amount of counterpart funds available 
for expenditure in a nation and give the total. 

Mr. Mourpny. I think that I could do so. 

Mr. Passman. You have this in possibly 50 different places, but if 
you will bring the data into 1 table, it will help. 

As I understand what the gentleman from Virginia wants, he wants 
you to provide a table showing all foreign currencies, regardless of 
what program it is from, whether Public Law 480, or whether from 
some other law. 

Mr. Gary. I certainly want that information and I have no objee- 
tion to any explanatory information being placed on the table, showing 
whatever limitations there are. I would like to have it all in one place 
so that we may know where we stand. 


Mr. Murphy. Yes, sir. 
(The information requested is as follows:) 
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LeaistaTivE AurHoriry CovERING THE Use or Pusiic Law 480 Loca, Cur. 
RENCIES 


Foreign currencies accruing under sales agreements executed under title I of the 
Agricultural Trade Act of 1954, as amended (Public Law 480), are authorized 
for use under the provisions of section 104 of that act which is quoted below: 

“Sec. 104. Notwithstanding section 1415 of the Supplemental Appropriation 
Act, 1953, or any other provision of law, the President may use or enter into 
agreements with friendly nations or organizations of nations to use the foreign 
currencies which accrue under this title for one or more of the following purposes: 

““(a) To help develop new markets for United States agricultural com- 
modities on a mutually benefiting basis; 

‘“(b) To purchase or contract to purchase strategic and critical materials, 
within the applicable terms of the Strategic and Critical Materials Stockpile 
Act, for a supplemental United States stockpile of such materials as the 
President may determine from time to time under contracts, including 
advance payment contracts, for supply extending over periods up to ten 
years. All strategic and critical materials acquired under authority of this 
title shall be placed in the above named supplemental stockpile and may be 
additional to the amounts acquired under authority of the Strategic and 
Critical Materials Stockpile Act. Materials so acquired shall be released 
from the supplemental stockpile only under the provisions of section 3 of 
the Strategic and Critical Materials Stockpile Act; 

““(¢) To procure military equipment, materials, facilities, and services for 
the common defense; 

‘“(d) For financing the purchase of goods or services for other friendly 
countries; : 

“(e) For promoting balanced economic development and trade among 
nations; 

““(f) To pay United States obligations abroad; 

‘“‘(g) For loans to promote multilateral trade and economic development, 
made through established banking facilities of the friendly nation from 
which the foreign currency was obtained or in any other manner which the 
President may deem to be appropriate. Strategic materials, services, or 
foreign currencies may be accepted in payment of such loans; 

“‘(h) For the financing of international educational exchange activities 
under the programs authorized by section 32 (b) (2) of the Surplus Property 
Act of 1944, as amended (50 U.S. C. App. 1641 (b)). In the allocation of 
funds as among the various purposes set forth in this section, a special effort 
shall be made to provide for the purposes of this subsection, including a par- 
ticular effort with regard to: (1) countries where adequate funds are not 
available from other sources for such purposes, and (2) countries where 
agreements can he negotiated to establish a fund with the interest and 
principal available over a period of years for such purposes. 

“(i) For financing the translation, publication, and distribution of books 
and periodicals, including Government publications, abroad: Provided, That 
not more than $5,000,000 may be allocated for this purpose during any fiscal 
year. 

“(j) For providing assistance to activities and projects authorized by sec- 
tion 203 of the United States Informaticn and Educational Exchange Act of 
1948, as amended (22 U. 8. C. 1448), but no foreign currencies which are 
available under the terms of any agreement for appropriation for the general 
use of the United States shall be used for the purposes of this subsection (j) 
without appropriation therefor. 

Provided, however, That section 1415 of the Supplemental Appropriation Act, 
1953, shall apply to all foreign currencies used for grants under subsections (d) 
and (e) and for payment of United States obligations involving grants under 
subsection (f) and to not less than 10 per centum of the foreign currencies which 
accrue under this title: Provided, however, That the President is authorized to 
waive such applicability of section 1415 in any case where he determines that it 
would be inappropriate or inconsistent with the purposes of this title.” 
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Mr. Murrny. We have taken into account in the development 
of our program all currencies available in the program. That is, 
ICA, the Department of Defense, and so on. We cannot possibly 
take into account, for example, United States-owned counterpart 
which goes to the Treasury and may be sold tomorrow to the Agricul- 
ture Department, State Department, or Defense Department. They 
are not available to us. Treasury sells them on a first-come-first- 
serve basis. If we happen to be in line we get some of it, but we have 
to put up dollars to get it. When you get into a broad question of 
the holdings of the United States Government from all activities, 
obviously, we would have to turn to the Treasury. I will be glad to 
go to the Treasury Department ask them to produce a table to show 
all local currency assets of the United States Government regardless 
of source. Then we will supplement it by this table, such as you 
mentioned, Mr. Chairman, which will list each country and what the 
— is that is owned by the other countries, and which is avail- 
able. 

Mr. Passman. Also that under Public Law 480. 

Mr. Mourrny. Then we get into duplication. 

Mr. Passman. We want that on that same table. 

Mr. Murreuy. I said on the Treasury table, I will have to put 
everything. 

Mr. PassmMan. May I state for the record at this point that this 
committee has nothing to do with Public Law 480, other than to under- 
stand what relationship it may have to the mutual security pro- 
gram and the foreign currencies, and also to indicate for the record 
that the additional aid being granted thereunder is not a part of 
the mutual security program. 

The two had to be put together to make a total. 


REPORT ON FOREIGN CURRENCIES IN CUSTODY OF THE TREASURY 


Mr. Gary. Mr. Chairman, I have in my hand a report on foreign 
currencies in custody of the Treasury Department for the period 
July 1, 1956, through March 31,1957. It is published by the Treasury 
Department Fiscal Service Bureau of Accounts. That has been 
delivered within the last 2 or 3 days to the Appropriations Commit- 
tee. I wonder if we could not get a summary of this report in a 
table that could be included in our record. This is a rather lengthy 
report and if we could get a summary table showing just what those 
currencies are, I think it would be very helpful. 

Mr. Mixxer. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Miuuer. I still think there is a good deal of counterpart cur- 
rency in line with what the chairman is talking about that would 
not appear there because, as I understand it, of this money only 10 
percent, or whatever it is—is in the hands of the Treasury. There 
are other funds the spending of which must be mutually agreed upon 
and it might be very useful for us to have a record of them. 

Mr. Gary. If all of them can be provided in one table, I would 

refer it that way. If they cannot be provided in one table, then 

would like to see such tables as are necessary to show the entire 
picture printed at one place in the record. 
Mr. Miter. I think that is exactly what we want. 
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Mr, Passman. In that, connection, the clerk just informed: me-that 
he would work with Mr. Murphy in preparing this table so.as. to 
condense it. That will give us just about;the information we -want 
There may be some questions that you gentlemen would like to ask, 


LOCAL CURRENCIES. AVAILABLE TO ICA WITHOUT CONGRESSIONAL 
APPROPRIATION ACTION 


Mr. Rooney. Doctor, with regard to the total of $1,455,420,000 
shown in column. 7 of this “Status of Public Law 480 local currencies,” 
are these funds available to you for the purposes outlined in columns 
3, 4, 5, and 6, without appropriation procedure of the Congress? 

Mr. FirzGerraxp. Yes. 


EFFECT OF EXTENSION OF PUBLIC LAW 480 


Mr. Rooney. In addition to the funds or the total sales agreements 
set forth in this exhibit, the present extension of Public Law: 480 
would add another billion dollars; is that correct ? 

Mr. FrrzGeraxp. It will add a substantial sum, but not a billion 
dollars, 

Mr. Rooney. Is the present authorization not a billion dollars ad- 
ditional to what it is at the present time ? 

Mr. FrrzGrraup. Yes; the authorization is a billion extra, sir, but 
it is in‘ terms of the costs of the Commodity Credit Corporation. 
That cost of the Commodity Credit Corporation is substantially larger 
than the market value. It is about 42 percent larger. In other words, 
the billion will produce about $650 million worth of market value 
sales and of the $650 million market value sales, there may be $150 
million which will be reserved for United States uses as shown in 
column 2 here. The net will be about $500 million, I would guess, in 
addition. 

Mr. Rooney. In addition ? 

Mr. FrrzGrraup. That is correct. 

Mr. Passman. Mr. Lanham? 

Mr. Lanuam. Do you mean that for fiscal 1958 you will have that 
amount in addition to this amount that is already available? That 
is for sales made under the new authorization? Is that the answer? 

Mr. FrrzGerawp. There is a time problem here, as you understand. 
These have to be deposited under sales agreements here and they are 
not yet deposited in their entirety. 

The actual status is shown in these last four columns. 

As of March 31, of the total of $2 billion of market value sales, only 
$631 million were actually deposited so that the $1 billion new author- 
ity, sir, which will. presumably be covered by agreement during the 
current fiscal year will not be deposited until some later date. 

Mr. Lanuam, I thought you had $4 billion and you had a new au- 
thorization altogether. The new authorization is $4 billion instead of 
$3 billion ? 

Mr. Passman, Will the gentleman yield? 

Mr, Lannam. Yes. 

Mr. Passman. You'stated that the deposits will not be made until 
some future date; but eventually this will be deposited, and this could 
be in the immediate future ? 
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Mr. FrrzGuravp. Yes. 

Mr. Murrnuy. In fiscal year 1959, certainly. 

Mr. Passman. Within the next 2 years, but the amount will be avail- 
able along with other appropriations ? 

Mr. Murruy. Not during fiscal year 1958 ? 

Mr. Passman. As soon as it can be made available; the commodities 
are shipped and it will then be credited ? 

Mr. Murrny. Considering time required for negotiation of the 
agreements, and so forth, it will be fiscal year 1959 for all practical 
purposes before it is available for use. 

Mr. LanuaAm. These columns here show what, during this fiscal 

ear, has been disposed of. Now they have authority to dispose of $4 
billion next year instead of $3 billion ? 

Mr. Mourpuy. ‘his is cumulative and it goes from the inception of 
what happens under the $3 billion. 

Mr. Lannam. You have not yet taken into account anything that 
they will sell during this fiscal year ? 

Mr. Moreny. That is correct. 

Mr. Lanuam. Can you estimate what that will be? 

Mr. Murpny. Yes, sir. 

Mr. Lanuam. Not this additional billion dollars but the total $4 bil- 
lion for this fiscal year, present fiscal year ? 

Mr. Mourenuy. Everything, for all practical purposes, that will be 
available during fiscal 1958 is on that table. 

The new billion dollars will result in negotiations and sales agree- 
ments in 1958. However, very small deposits, if any, during fiscal 
1958 will be made. They will be deposited in large part in fiscal 1959. 

Mr. FrrzGeravp. For practical purposes, the table is the best pic- 
ture that we can give about the availabilities in 1958. 

Mr. Lanna. Your reply to Mr. Rooney was—I did not get his 
question and your reply—that there will be some $600 million. I 
thought you said that of the additional $1 billion available—— 

Mr. Murrpny. Which would be subject to sales agreements during 
fiscal 1958 but which will probably produce local currency in fiscal 
1959. There is a lead time. 

Mr. Lannam. You do not think any of that would be available 
during fiscal 1958? 

Mr. Moureuy. A very, very small sum, if any, would be deposited 
then. 

Mr. FrrzGrravp. Mr. Chairman, I would like to repeat again that 
in submitting to Congress the administration’s request for mutual 
security funding for 1958, we have assumed the availability of that 
billion dollars new Public Law 480 authority. We have discounted 
our request to you in consonance thereof. 

Mr. Lanuam. How much ? 

Mr. FrrzGerarp. $500 million. 

Mr. Lanunam. In the last column, what does that $1,184,361,000 
mean ? 

Mr. Mvrpeny. I had better explain that. That is the difference 
between. the $1,455 million in column 7 and the actual disbursements 
that have taken place by March 31 shown in column 11. 

There is an additional difference of $104 million which results from 
the fact that even under these agreements, some of the deposits will 











1122 


not have occurred in fiscal 1958. In India, for example, and in Brazil, 
where the agreements are multiyear agreements, there are some 
amounts that will not even be available in fiscal 1958. The difference 
is accounted for by those two countries. 

Mr. Lanuam. How do you explain columns 8, 9, 10, and 11? 

Mr. FrrzGeratp. Those four columns, Mr. Lanham, show that. as 
of March 31—the exact amount of deposits in the Treasury account 
as of March 31—six-hundred-and-thirty-one-million-odd dollars. The 
amount of those deposits transferred to the mutual security agencies, 
$270 million. The amount that had been actually obligated of those 
amounts transferred, namely, $176 million, and, finally, the amounts 
actually disbursed against those obligations amounting to $166 mil- 
lion. This is just a cutoff date. The exact status as of the cutoff 
date. That would not be very meaningful to the committee because 
of all of the rest that is still to come forward. 

Mr. Lannam. As compared with $1,455,420,000 ? 

Mr. Morpny. $631 million had actually come into United States 
possession by March 31. The balance is still to be generated. 

Mr. Lannam. Is the $630,822,000 the portion of $1,455,420,000 that 
has actually been paid into the Treasury ? 

Mr. Murpnuy. Yes, sir. 

Mr. Lanuam. Column 13 then is the amount that you expect to 
be paid into the Treasury ? 

Mr. Mureny. Plus the amount undisbursed that we had on March 
31. In other words. we had disbursements of $166 million shown in 
column 11. Out of the $270 million that was transferred to us, there 
was $104 million worth in our possession on March 31. Then the new 
deposits will give you the $1,184,361,000 shown in column 13. 

Mr. Lanuam. Those are the amounts in columns 10 and 11, and 
those have not been transferred to MSP? 

Mr. Morrny. Yes, sir; they are the portion of amounts shown in 
column 9. Column 9 is $270 million that has actually come into posses- 
sion of the agencies. Column 10 is the amount of that $270 million 
which the agency actually obligated. Column 11 is the amount of 
$270 million which the agency has actually paid out and disbursed. 

Mr. Lanuam. That is all. 


PUBLIC LAW 480 FUNDS AVAILABLE FOR OBLIGATION 


Mr. Passman. Do I understand that you have $1 billion plus $174 
million ? 

That sum is available for obligation now, and then you expect to re- 
ceive $1,184 million during the next year? 

Mr. Mourreny. No,sir. 

Mr. Passman. Will you explain? 

Mr. Morrny. Column 12—available for obligations from April 1, 
1957 to June 30, 1958—is the difference between the $1,455 million 
shown in column 7, total availability, and the sum of the amounts obli- 
gated, as shown in column 10, $176,521,000 and the $104 million not 
expected to be deposited until after fiscal year 1958. 

Mr. Denton. That means that you cannot use the $1,174 million 
for other purposes? 
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Mr. Morrny. Yes, sir; it will be available for obligation.. All of 
that is included in the $1,184 million shown in column 13. $1,174 
million is available for obligation and $1,184 million for expenditures. 

Mr. Denton. What is the $4 billion that Mr. Lanham spoke about ? 


VALUE OF COMMODITIES SOLD 


Mr. Moureny. That is the CCC cost of the commodities. We get an 
authorization to dispose of $4 billion worth of surplus agricultural 
commodities at CCC cost, which is not going to produce $4 billion 
worth of local currency. 

Mr. Denton. Then you do have $1 billion-plus, to spend for this pur- 
pose for development loans? 

Mr. Passman. Will the gentleman yield? 

Mr. Denton. Yes. 

Mr. PassmMAn. So far as the U. S. taxpayer is concerned, and so far 
as the CCC bookkeeping is concerned, these commodities are worth $4 
billion ? 

Mr. Morruy. That is correct. 

Mr. Passman. But you sell them to foreign nations for a lesser sum 
of money? If the foreign nations decide that they are worth what the 
CCC put in them, then it would be $4 billion and not the $1 billion plus 
to which you refer ? 

Mr. Murruy. The CCC would still have them all. 

Mr. Passman. But the commodities would not, so far as we are con- 
cerned, be worth $4 billion or the CCC would not get $4 billion for 
them ? 

Mr. Morreuy. That is correct. 

Mr. Passman. We are selling the commodities at a bargain, at an 
amount less than what we paid for them ? 

Mr. Morreny. Definitely. 

Mr. Passman. How do you compensate for the difference when we 
earn dollar credit for this, to sell these to these nations? Do they have 
to discount a certain proportion to get them to market? 

I think the record should show that as far as the U. S. dollars are 
concerned, we are giving away $4 billion worth of commodities, but 
if we meet cut-rate world prices, then the price brings a lesser amount 
of money. 

Mr. FrrzGeratp. That is one way of looking at it. 

Mr. Lannam. That money is not available. 

Mr. Passman. It is not available, but we are giving commodities 
for which we paid dollars. 

Mr. Lanuam. I want to know what is available to be spent. 

Mr. Passman. As far as these nations are concerned, we may deliver 
a billion dollars worth of commodities, so far as what they cost us, 
but we may receive, say, only $650 million in foreign local currency 
funds. 

PUBLIC LAW 480 FUNDS AVAILABLE FOR EXPENDITURE 


Mr. Denton. You have available $1,184 million plus for expendi- 
ture in Public Law 480 funds this year. 

Mr. FirzGrravp. They are available for expenditure, but we have 
already agreed with the countries 
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Mr. Denton. And you have about a billion in counterpart funds, 
the Export-Import Bank and the World Monetary Fund will loan 
another billion dollars for this purpose. You are asking for an 
appropriation of $2 billion for this purpose. 

You gave us a list of the potentialities you had for spending this 
money, which is marked “secret,” but I do not know why. That 
shows you have continuing expenditures you had going on before 
and on which you hope to spend, $200 million plus, and new projects 
for $100 million plus. That is, you are justifying expenditures for 
$300 million and you are asking for $4.5 billion. I do not under- 
stand that. 

Mr. FirzGeratp. You are getting away from the “Status of Public 
Law 480 local currencies.” 

Mr. Denton. I notice that every country that you have on this 
list that you gave us on a paper marked “Status of Public Law 480 
funds” has a project that is available under this so-called secret plan 
that you gave us. 

Mr. FirzGrraxp. Yes, sir. 

Mr. Denton. You mean you are going to spend the money that you 
have given us on this secret document and also the money you have 
listed us on this “Status of Public Law 480 funds” for that purpose? 

Mr. FrrzGeratp. Yes, sir. I want to point out to you, sir, that the 
funds shown on this large sheet, as to those we have reached agree- 
ment with each of these countries. These are not free funds. I think 
it e important to make one other point in connection with Public Law 
480. 

PURPOSE OF PUBLIC LAW 480 


The initial purpose of Public Law 480, gentlemen, as you well know, 
was to move some of these agricultural surpluses. The intent of the 
Congress was to develop an arrangement by which a scheme could be 
worked out that would help to move these surpluses more quickly than 
they were moving under other channels. 

Now one of the things that had to be done in connection with Public 
Law 480 was to make an arrangement with the country that would in- 
duce them to buy these commodities under Public Law 480 arrange- 
ments. One of the inducements was we would loan a substantial por- 
tion of that local currency proceeds to the country for economic de- 
velopment purposes. Those local currencies will not be substitutable 
for the amounts you have there because those projects there involve 
the expenditure of foreign exchange. These Public Law 480 pro- 
grams here involve the expenditure only of local currency. ox 

Mr. Denton. Do you not think when we spend about $600 million 
for public improvements this year, it is a little unreasonable to spend 
$6 billion over the world? 

Mr. FrrzGerarp. I do not believe the comparison is an accurate one. 

Mr. Denton. You are asking for a $2 billion appropriation. You 
have a billion here available under Public Law 480; you have a billion 
available from counterpart funds; and you have a billion available 
from Export-Import Bank and World Bank and you are asking for an 
additional authorization to loan $2 billion more. That is $5 billion. 
T stand corrected. 

Mr. FrrzGerarp. I will not argue with you over a billion dollars. 
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Mr. LAnwam. You say these funds would not be available for ex- 
penditure under this program but would not these funds that you 
can lend to the countries reduce the amount of the development loan 
program ? 

Mr. FrrzGrratp. As I indicated earlier, in requesting our mutual 
security funds for this year, we have made an assumption that these 
funds would be available and therefore have reduced our mutual se- 
curity request accordingly. 

Mr. LanwAm. Was that taken from the development loan portion of 
the mutual 

Mr. FrtzGrrarp. It was taken from both portions. 

(Discussion off the record.) 

Mr. Denton. Of course. All you ever do is give us possibilities. 
There are no commitments in this. 

Mr. FrrzGeratp. No; and it would be a mistake otherwise because 
I believe we have to come to this committee first and we get authority 
before we discuss anything explicitly and get ourselves committed 
with another country. That is our problem. 

Mr. Denton. There is no commitment. You are going to spend 
under Public Law 480 $234 million plus in India. Do you not think 
this committee ought to take that into account. 

Mr. FrrzGrrarp. Certainly. 

Mr. Denton. Do you not think we ought to have a list of the dif- 
ferent projects you have agreed to carry on in developing these foreign 
countries. We should not have the same appropriation twice. Do 
you not, think we should see how those fit in with each other? 

Mr. FrrzGrratp. We can give you a project list for all of the 
amounts that have been obligated. 


Mr. Denton. That is not very much. That is only $176 million. 
That is a small part of $1,184 million. 

Mr. Murrpuy. Until we reach agreement with the country and in- 
cur the obligations, anything we give you would be purely speculative. 


PUBLIC LAW 480 FUNDS AVAILABLE FOR OBLIGATION 


Mr. Denton. You have about $800 million to loan with on these 
Public Law 480 funds. You have obligated $176 million out of $1,131 
million, which leaves about $800 million to loan, does it not, that you 
have not obligated ? 

Mr. FrrzGerarp. That is not obligated. 

Mr. Denton. You have $800 million you can use for that purpose. 
You have not obligated it. How could you take it into account on 
these expenditures you gave us in this so-called secret document. 

Mr. FrrzGerap. Those expenditures involve the expenditure of 
foreign-exchange dollars. These $288 million here in this sheet are 
local currencies. You cannot use rupes for foreign exchange. 

Mr. Denton. Have you given us anything to show how you work 
these Public Law 480 funds in with the appropriated funds? What 
have we got to go on in passing on this? Here is an expenditure of 
$5 billion and we have very little justification for it. 

Mr. FrrzGerratp. We could furnish this committee with our esti- 
mates of expenditures contemplated under Public Law 480. 

Mr. Denton. Why can we not put this document marked “secret” 
in the record ? 











1126 


ke Murrny. All these countries have to do is read that in the 
record. 

Mr. Denton. Do you not think they all know it anyhow? 

Mr. Morrpny. No, sir; not by any means. 

Mr. Denton. Am I right in saying that you have money there of 
$1,131 million plus that can be used for loans and you have obligated 
$176 million plus, which means you have around $800 million you can 
still obligate ? ’ 

Mr. Murreny. Actually we have more because the column 10 obliga- 
tions are obligations for all purposes, not just those for-——— 

Mr. Denton. How much have you that you can still obligate? 

Mr. Morreny. I would have to give a rough estimate, but I think it 
would be nearer to $1 billion. 

Mr. Denton. Under this fund you can still obligate $1 billion for 
economic development ? 

Mr. Murrny. Yes, sir. 

Mr. Denon. That is all. 


Mr. Passman. Mr. Alexander. 


PUBLIC LAW 480 FUNDS AS OF JUNE 30, 1957 


Mr. Atexanper. Under column 1 the total amount of the program in 
market value is $2,014,485,000. Is that the total amount available of 
all the $3 billion as of March 31, or was there some of the $3 billion 
oe was still available for products to be sold between March 31 and 

une 30% 
° Mr. FrrzGrraup. There was about a hundred million of the $3 
illion. 

Mr. Avexanper. Actually out of the $3 billion available then there 
will be close to $75 million more ? 

Mr. FrrzGerarp. That is right; about $2.1 billion, I would guess. 
That represents the difference, as I explained, between the CCC cost 
and the market value of that $900 million. 

Mr. Avexanper. I understand that. 

Mr. FrrzGrratp. As of March 31, signed sales agreements at CCC 
costs amounted to $2,917 million. 

Mr. Atexanper. Do you have available figures as far down as 
June 30? 

Mr. FrrzGeratp. Yes, sir. 

Mr. AtexaNpber. Give us that figure. 

Mr. FrrzGerarp. As of June 30, sales agreements had been com- 
pleted that had a CCC cost of $2,997 million. 

Mr. Atexanper. Would that be added to this figure? What is the 
market value? 

Mr. FrrzGeratp. The market value is approximately $2,094 million. 

Mr. Atexanper. Will you put in the record also the total on each 
of these columns as of June 30, 1957 ? 

Mr. FirzGerarp. I can through column 7. I would have to ask Mr. 
Murphy about the deposit figures. 

(The information requested is as follows :) 


htt 
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Millions o 
dollars equivalent 


Col. 1, total amount programed (market value) 
Col. 2, amounts earmarked for United States use 
.3, military use (sec. 104 (c)) 

.4, multilateral trade (sec. 104 (d)) 

. 5, economic development grants (sec. 104 (c)) 
Col. 6, economic development loans (sec. 104 (g)) 
Col. 7, total (cols. 3-6) 

Mr. Mourrny. Not for the printed hearings. It would be quite a 
while before we have the final J une 30 figures. 

Mr. Atexanper. Can you give us now the figure for column 13? 

Mr. Murrnuy. No, sir, because column 13 is a derived column by sub- 
tracting across. Without these columns 8 to 11 as of June 30, I could 
not arrive at this figure as of June 30. 

Mr. ALEXANDER. “Can you give me an approximate figure ? 

Mr. Murrny. Yes, sir. We can make an estimate. We can make 
a guess. It will not be until August before we have final figures. 

Mr. ALEexanper. Would you rather put it in the recor d or give an 
educated guess? 

Mr. Murpriy. I will have to put it in the record. 

Mr. Arexanper. Give us your best estimate on that and mark it as 
an estimate. 

Mr. Murpny. Yes, sir. 

(The information referred to follows :) 

Estimated amount available for expenditure during fiscal year 1958 will be 
about $1,080 million equivalent. 

Mr. Atexanper. Under Public Law 480 all of the funds available 
to the President with the limitations under section 104 (a), (b), (c), 
(d), (e), (f), (2), (h), (i), and (j), actually he can agree to spend 
this money with any of the countries almost for any purpose for the 
benefit of the United States, can he not ? 

Mr. FrrzGrrarp. Yes, sir. 

Mr. Arexanper. That is all. 

Mr. FirzGreraup. You have typically to reach agreement with the 
country on what you are going to use the money for before you make 
the sale. 


NUMBER OF COUNTRIES WITH PUBLIC LAW 480 AGREEMENTS 


Mr. Passman. Through March 31 we had entered into agreements 
on Public Law 480 with 30 countries ? 

Mr. Murrny. This is the complete list. 

Mr. FrrzGerrarp. As of March 31, yes. 

Mr. Passman. There have been some new contracts since ? 

Mr. Mureny. Thirty is the correct figure. 

Mr, Passman. Mr. Wigglesworth ? 

Mr. WiaecteswortH. Looking at column 7, which aggregates $1,455,- 
402,000, I assume that the dollar equivalents opposite the various coun- 
tries represent local currency generated in each of those countries to 
the extent of the dollar equivalent, do they not ? 

Mr. FrrzGerarp. Yes, sir. 

Mr. Wicatrsworrn. What did you say about the countries with 
which we have no MSA agreements other than for technical assist- 
ance? 
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Mr. FrrzGerarp. I think you are referring, Congressman Wiggles- 
worth, to my comment that in a number of these countries, which I 
mentioned, such as Argentina, Brazil, Chile, Colombia, Ecuador, 
Italy, Japan, we have no mutual security programs as such—no eco- 
nomic development programs as such. We have small technical assist+ 
ance programs in those countries, but we have no economic develop- 
ment programs. 

Mr. Wiceteswortn. That would eliminate, between $400 and $500 
million as a practical matter, would it not? 

Mr, FrrzGrraxp. Yes, sir. The countries I have listed here add up 
to $446 million in column 6. As you pointed out or implied, sir, there 
is no opportunity for substitution obviously in those countries. 

Mr. Wicctesworrn. As far as substitution is concerned, is it not a 
fact that in a very large percentage of cases where grants or loans are 
made it is the foreign exchange which is the important element in the 
picture so that local currencies are not helpful ? 

Mr. FrrzGerarp. That is correct. While I do not want to repeat 
myself too frequently, sir, I think I might again add that in the other 
countries where there is the opportunity or where there are both pro- 
grams we have allowed for a half billion dollars worth of Public Law 
480 assistance in estimating what the mutual security dollar require- 
ments would be. 

Mr. Wiccteswortu. As to the time element, the currencies in your 
tables are obviously not all available yet. They probably will become 
available during fiscal 1958, is that right ? 

Mr. FrrzGeratp. All but a very small fraction of them 

Mr. Murrny. Footnote E, Mr. Wigglesworth, indicates the $104.8 
million worth of local currency which would probably not come into 
our possession until fiscal 1959. 

Mr. Wiecieswortn. As far as fiscal 1958 is concerned, then we 
must eliminate some $446 million in the non-MSA program countries 
and another $104 million for the 2 items just referred to. 

Mr. Mourrny. Yes, sir. 

Mr. WiccteswortH. And in computing your MSA request for fiscal 
1958, you have allowed for the dollar equivalent of Public Law 480 
local currencies to the maximum extent consistent with the require- 
ments for dollars? 

Mr. Mourpny. Yes, sir. 

Mr. Wiccteswortn, That is all, Mr. Chairman. 

Mr. Passman. Mr. Ford, Publie Law 480? 


PUBLIC LAW 480 FUNDS AVAILABLE FOR MILITARY PURPOSES 


Mr. Forp. Could you explain for the record, Dr. FitzGerald, how 
the funds set forth under column 3 are used for the military ? 

Mr. FrrzGeratp, Yes, sir. In these 5 countries indicated here, Mr. 
Ford, in connection with the sales agreement negotiations there was 
included a provision that in the aggregate $239 million worth of local 
currency would be used for certain specified construction, military 
construction, for certain specified troop pay and allowances, and so 
forth. 

Mr. Forp. For indigenous forces? 


Mr. FirzGeratp. For indigenous forces. 
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Mr. Forp. What were those items again ? 

Mr: FrrzGera.p. Construction, pay, and allowances, locally pro- 
cured militray equipment. Those are the four major items. 

Mr. Forp. This is for the program through fiseal 1958 ? 

Mr. FirzGeraxp. In effect, yes, since most of the local currencies will 
have been deposited by the end of fiscal 1958, all but $104 million. 

Mr. Forp. Our military assistance budget for fiscal 1958 as submitted 
was $1,900 million. This $239,960,000 is over and above that, is that 
correct ? 

Mr. FirzGeravp. Yes, sir. None of this $238,960,000 could be used 
for the dollar purposes for which the military assistance appropria- 
tion has been requested. 

As you know, they have been requested for procurement outside of 
the country and not in it. 

Mr. Forp. Is there any possibility of getting any additional Publi¢ 
Law 480 funds for military uses included within the $1,900 million re- 
quested in the dollar amount ? 

Mr. FrrzGeratp. That would require, would it not, Mr. Ford, shift- 
ing procurement contemplated by the $1,900 million from United 
States sources to domestic sources? So that you would not have to 
spend dollars, you could spend local currency. It would be very 
limited, if any. 

The countries involved here do not in effect produce the kind of 
military equipment that is being furnished under the military assist- 
way program, so that you could not substitute a local source of supply 

or it. 

Mr. Forp. In looking over the list set forth in column 3, I would 
agree. However, there are other countries which will be beneficiaries 
of a part of the $1,900 million where there exists Public Law 480 funds 
who might be suppliers in their own right. 

I am looking, for example, at Japan. Japan does have an indus- 
trial capability. 

Mr. FrrzGeratp. Yes. 

Mr. Forp. Japan is a nation where there appears to be certain Pub- 
lic Law 480 availability. Japan is a country that is to receive certain 
military aid and assistance, as I recall. 

Why could not such a program be worked out in that country, for 
example ? 

Mr. FrrzGrrarp. Mr. Ford, I think it is an idea which if there is 
any new Public Law 480 programs for Japan, should properly be con- 
sidered. It would not be feasible for the funds that are listed in this 
tabulation because we have already reached agreement with Japan as 
to what the local currencies would be used for. 

As you will see, the largest percentages of them was for the purpose 
of loans for economic development. 

At the time we negotiated these agreements with Japan which was 
about a year to a year and a half ago, the balance of United States 
interests seemed to be to get agreement with Japan that would move the 
agricultural surpluses. We were not able to negotiate anything bet- 
ter in terms of United States interests than the setup that is set forth 
here. Each one of these has, as you understand, to be a negotiation. 

I would certainly feel it appropriate if there is a new Public Law 
480 proposal with Japan under the forthcoming $1 billion authority 
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to see if we can help ourselves that way, but I would not hold out any 
commitment that we could because we might not be able to get a deal 
with Japan. 

Mr. Forp. I appreciate the initial purpose of Public Law 480 be- 
ing the movement of our agricultural surpluses. However, I think 
the purpose has been broadened or at least it should be broadened so 
that it combines several desirable objectives, one of which is to see 
if we cannot in such a way reduce the costs of our mutual security 
program and still achieve the necessary results. 

Mr. FrvzGmratp. I think it is fair to say, Mr. Ford, as I under- 
stand it, that the request for military assistance for Japan eliminates 
and does not include in it any procurement which in the judgment of 
the military can be made in and by the Japanese. 

So one would have to look over the composition of the proposed 
military procurement for Japan to determine whether in fact any of 
it. could be procured in that country in the first instance. I do not 
happen to know the list. I think this would be one of the questions. 

Mr. Forp. One or two examples which I believe were given of where 
we were supplying component parts of a certain type aircraft and the 
Japanese were assembling the parts to make the whole, I do not recall 
whether we were financing the actual putting together or assembly, 
but if we are that would be a legitimate area where such funds might 
well be used. 

I am thinking also in addition to the tremendous rebuild operation 
which we have where tremendous amounts of equipment of all kinds 
have been rebuilt and made usable by a good many of the forces 
throughout the Far East. 

I do not know whether we are paying dollars for that rebuild or 
whether we could use local currency in Japan for that purpose. I 
think those are areas where, if we are paying dollars, that would be 
very legitimate in future negotiations to make certain we do use local 
currencies where we have not in the past. 

Mr. FrrzGerarp. I would certainly have no difference of opinion on 
that. I think wherever we legitimately can in terms of total United 
States interests, we should do so. 

Mr. Forp. As I understand it, none of these figures on this chart 
reflects the legislation which is now, I believe, in conference between 
the House and Senate. 

Mr. FrrzGeracp. Public Law 480 legislation ? 

Mr. Forp. Yes. 

Mr. FrrzGeravp. You are right. None of the funds contemplated 
by the bill now in conference is reflected here. 

Mr. Forp. So that some of the suggestions which have come from 
members of the committee could certainly be considered by our repre- 
sentatives when the benefits of that legislation are out in the field for 
negotiation ? 

Mr. FrrzGrrap. As far as I am concerned, definitely. 

Mr. Forp. That is all. 

Mr. Passman. Thank you, Mr. Ford. 

Mr. Murphy, earlier Mr. Gary requested that you prepare a table 
showing the amount of foreign currencies that this country owns or 
controls in all categories. 

When you provide that table please use dollars and also show the 
equivalent in the currency of the country. 
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Mr. Mourruy. Yes, sir. 
(The information requested may be found on p. 1114.) 


RESIGNATION OF DIRECTOR OF ICA 


Mr. Passman. News has just reached the committee of the resig- 
nation of the Honorable John B. Hollister, Director of ICA. 

I am sure the members of the committe feel as I do, that the organi- 
zation is losing a person of outstanding qualities. 

Mr. Hollister is not only a brilliant attorney, but also a good busi- 
nessman. I think many of the improved policies now in effect for the 

rogram certainly should be credited to his foresight and his business 
judgment. I am convinced, and am sure his associates recognize, that 
the some three-quarters of a billion dollars available in the program 
on June 30, unobligated, resulted from the sound management and the 
policies of Mr. Hollister. 

He believed in the value of this program. I do not know of any 
witness before this committee who ever worked any harder to present 
the views of the administration. He almost demanded sufficient funds 
to carry out the policies of the administration, but he also recognized 
that there are limitations. 

Mr. Hollister was recognized as a conservative. I hope that his 
successor will be equally as conservative. 

I certainly want the record to indicate that I personally admire 
this outstanding man. He has made a great contribution to his coun- 
try, having given freely of his time and talents and efforts to help 
put the ICA on a businesslike basis and to help form its future policy 
and to bring into being some economy in the organization. 

Mr. Wiceireswortu. I want to join in the chairman’s expression of 
appreciation of Mr. Hollister’s ability and of regret that he has felt it 
necessary to resign at this time. 

I have known Mr. Hollister for many years. We have been close 
friends since law school days. I appreciate fully his great ability 
and his sense of dedication as a public servant. 

We served together for a period of 6 years here in the House. He 
has also served as Executive Director of the Second Hoover Commis- 
sion, and for the past 2 years as Director of the International Cooper- 
ation Administration. 

I believe that very real progress has been made under his leadership 
in the direction of more efficient and more economic operation. I 
regret extremely that he is leaving us at this time. 

Mr. Natcuer. I want to join with you in that statement, Mr. Chair- 
man. I want you to know, Mr. Chairman, it has been a pleasure serv- 
ing with you again on this committee. I want to commend you on the 
spendid manner in which you have conducted the hearings for the 
fiscal year 1958 budget. 

Mr. Passman. Thank you. 

Mr. Denton. Mr. Chairman, I want to join you and the others in 
paying my respects to Mr. Hollister. It was a pleasure to work with 
him on this committee. I know he had a very difficult task. Under 
the circumstances, I think he carried it out in a very able manner. 

Mr. Forp. Mr. Chairman, I wish to reemphasize and reiterate the 
compliments extended to John Hollister. Mr. Hollister has done an 
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excellent job and has been a fine witness for the mutual security pro- 
gram. He will be sorely missed. 

Mr. Passman. I know the other members of the committee, if they 
were present, would express similar sentiments, They thought we 
had concluded our hearings a few mintues ago, and departed. 

Mr. Mureny. Mr. Chairman, I would like, on behalf of ICA and 
Departments of State and Defense, to thank you and the members 
of your committee, for the wonderful patience and forebearance you 
have shown during the course of the hearings and for your willing: 
ness to let us _put our story on the record and,for the hard work you 
have done in trying to understand this very complex request. 


TRIBUTE TO CONTROLLER OF ICA 


Mr. Passman. Mr. Murphy, I should like to say for the record that 
the members of this committee recognize and appreciate your great 
capacity for work and your knowledge of this program. I have neyer 
in my years of business experience and as a Member of Congress been 
associated with a man who possessed’ more knowledge of all phases 
and all departments of such a complex and complicated undertaking 
as you do of this program. We may not always agree with you, but 
you are certainly endeavoring to carry out the policies. established 
for the program, and you are held in very high esteem by this com- 
mittee. 

Mr. Denton. Mr. Chairman, I would like to join you in your 
statement in regard to Mr. Murphy. 
_ Mr. Forp. Mr. Chairman, I would like to join also in that expres- 
sion. 

Mr. Passman. We shall recess until we are notified that the record 
of the hearings has been prepared. 


TueEspay, JuLy 9, 1957. 
Foreign Arp ProGgrams 


WITNESS 


MRS. ANNALEE STEWART, WOMEN’S INTERNATIONAL LEAGUE FOR 
PEACE AND FREEDOM, UNITED STATES SECTION 


Mr. Passman. Mrs, Stewart, you represent the Women’s Interna- 
tional League for Peace and Freedom ? 

Mrs. Stewart. That is right. 

Mr. Passman. We shall be pleased to hear from you. We want to 
\ apologize for the time limitation which has been placed upon each wit- 
ness, but because of the lateness of the hour this procedure is necessary. 

Mrs. Srewarr. I am Mrs. Annalee Stewart, legislative secretary of 
the United States Section of the Women’s International League for 
Peace and Freedom. Our organization is one of the nongovernmental 
organizations which, under article 71 of the United Nations Charter, 
has consultative status with the Economic and Social Council, of the 
United Nations. We also have this status with the United Nations 
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Educational Scientific and Cultural Organization, the Food and Agri- 
culture Organization, and with the United Nations Children’s Fund. 

, Founded in 1915 at The Hague, with Jane Addams, renowned so- 
cial worker as its first. president, the league has had sections in a 
number of countries from its birth, League members have always 
been interested in creating peace and conditions of freedom among 
peoples and nations. 'Fhey have worked for machinery to settle. in- 
ternational disputes and for agreements to disarm universally, But 
they are equally concerned in providing the social and economic con- 
ditions necessary for peace with justice, From our European and 
Asian members we have personal knowledge of the “historic struggle 
for a new freedom” about which the President spoke in his second 
inaugural address: “freedom from grinding poverty. Across all con- 
tinents nearly a billion people seek, sometimes almost in desperation, 
for the skills and knowledge and assistance by which they may satis- 
fy, from their own resources, the material wants common to all man- 
kind.” 

With the policy of the Women’s International League for Peace 
and Freedom in mind, it is with great pleasure that I come to testify 
for them that the new trends in foreign aid this year seem generally 
to be in the right direction. I refer to (1) the separation of the mili- 
tary and the economic aid program; (2) letting economic aid stand 
on its own feet to be dispensed wherever there is need and there is a 
possibility of good use, whether in friendly or neutral countries; (3) 
the long-term planning and substitution, in large part, of loans for 
grants; and (4) the continued support of the United Nations tech- 
nical assistance program—the multilateral approach I find it highly 
gratifying and I am sure you must as well, that there is so much agree- 
ment as to the need for continuance of economic aid and the trend 
which should be followed in the Mutual Security Act of 1957. 

The Women’s International League for Peace and Freedom has a 
long record of support for programs of foreign economic aid and 
development as well as for programs of technical assistance. These 
programs, the league believes, can best serve the needs of the 1 ceiv- 
ing countries and remain free from political implications or prej- 
udice, with less risk of such aid becoming a weapon in the “cold war,” 
if they are channeled through the United Nations. A multilateral 
approach has a great advantage for those who, like the powers recently 
under the colonial system, are suspicious of political strings in accept- 
ing aid from any one country. For some time, the league has heen 
aware, through its members in other sections, as well as through the 
press and other usual sources, of the increasing pride and feeling 
of self-dependence of people around the world. The league welcomes 
this feeling of independence as the proper soil for democracy and 
freedom. Hence the league continues to recommend that an ever- 
increasing proportion of United States economic aid should be given 
and administered through the United Nations. However, as one of 
the first enthusiastic supporters of the point 4 program, the league 
is ready. to acknowledge that there are times when bilateral economic 
aid programs have much to recommend them. 

For years the league has favored the separation of economic and 
military aid. Though the House Foreign Affairs Committee has cut 
the request: for direct military assistance to $1.5 billion and for defense 
support to $700 million, we feel these cuts are not nearly deep enough 
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to meet the present requirement of the world situation. Along with 
the Council of State Chambers of Commerce, the Women’s Interna- 
tional League for Peace and Freedom would welcome the nearly bil- 
lion dollar cut they suggest and hope that your committee will appro- 
priate a much smaller sum than authorized. The possibility of nuclear 
disarmament, the most costly, as well as even a small step toward con- 
ventional disarmament undercuts : any assumptions for continued large 
appropriations, not only for the Department of Defense, but for mili- 
tary grants and loansto NATO, allies, and neutrals. 

We hope that you will also cut the special assistance fund. Though 
we applaud and would encourage the use of that fund for malaria 
eradication, we are strongly opposed to the use of any of this money 
to implement the Eisenhower Doctrine in the Middle East and else- 
where. We are opposed to giving the President a free hand to main- 
tain foreign armies, such as “the recent military loan to Jordan of $10 
million. 

We agree with other nongovernmental organizations that economic 
foreign aid should be authorized on a continuing basis, but not military 
aid, until repealed by act of Congress. We regr ret sincerl y that neither 
the Senate nor the House committees saw fit to grant such authoriza- 
tion. We feel that economic foreign aid should be provided primarily 
through loans and closely tied in with technical assistance. We ap- 
prove “thoroughly the economic development fund to finance such 
projects and programs that promise sound development and believe 
that when repaid the money should be available for future lending 
either in dollars or foreign currencies. India illustrates well the need 
for the economic development loan fund for which the President. asks, 
that is, India has already requested long-term loans for her second 
5-year plan which she cannot wholly finance from her own taxes— 
taxes which exempt only incomes of under $200 and which are collected 
from only a million out of nearly 400 million because of the low-in- 
come level for the average person. 

We are opposed to making the needs of others an instrument of 
United States foreign policy. Enlightened self-interest requires that 
human needs be consider ed ends in themselves and not as a means to 
achieve foreign policy aims. Hence, we hope that, as the President has 
asked, the proportionate contr ibution to the United Nations expanded 
program of technical assistance (UNETAP) will be phased over sev- 
eral years and not fall below 45 percent for fiscal 1958. 

We hope further that any savings from cuts in foreign military 
aid, which are most desirable, will be devoted to tec hnical coopera- 
tion, as the President intimated some months ago. We would like 
to see the multilateral, nonmilitary programs continued and the full 
sums requested appropriated for UNETAP, refugees (UNREF), 
migrants, escapees, children’s welfare (UNICEF), and the atoms- 
for-peace programs. 

We agree wholeheartedly with the President when he said: 
There is, however, only one sound way for us to achieve a substantial tax 
reduction. That way is to succeed in waging peace, thereby permitting a sub- 
stantial cut in heavy military expenditures. 

We believe that a heavy cut in military expenditures and its diver- 
sion to economic aid is a major way to succeed in waging peace—thus 
helping to create foundations of peace and freedom. 
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Mr. Passman. Thank you very much, Mrs. Stewart, for your 
statement. 
Mrs. Stewart. Thank you, sir. 


Turspay, JuLy 9, 1957. 
APPROPRIATIONS FOR Murua Securtry Program 
WITNESS 


KENNETH L. MAXWELL, EXECUTIVE DIRECTOR OF THE DEPART- 
MENT OF INTERNATIONAL AFFAIRS OF THE NATIONAL COUNCIL 
OF THE CHURCHES OF CHRIST IN THE JU. S&S. A. 


Mr. PassMan. We are pleased to have you with us again, Mr. 
Maxwell. We are sorry that there is a time limitation placed upon 
you. There is a question of the lateness in the year as well as the 
lateness in the evening. 

Do you wish to make a statement ? 

Mr. Maxwett. Yes. My name is Kenneth L. Maxwell. I am 
the executive director of the department of international affairs of 
the National Council of the Churches of Christ in the U.S. A. By 
your courtesy, I am pleased to be able to testify here on behalf of 
the National Council of Churches, as authorized by official vote of 
its general board, 

The National Council of Churches is composed of 30 Protestant 
and Orthodox denominations having a total of over 36 million 
members. 

I do not presume to speak for every individual member, but I am 
presenting the official position of the National Council of Churches 
and the views of constituent communions on matters related to appro- 
priations for the mutual security program. The positions of the 
National Council of Churches are arrived at by careful study and 
deliberation by representatives of the constituent denominations, who 
in our department have particular interest and competence in inter- 
national affairs and who in the general board have the responsibility 
to represent their communions. 

These official positions speak more in terms of principles and poli- 
cies than of specific elements in legislation; however, they have direct 
meaning for many of the specifics. 


THE GENERAL POSITION OF THE NATIONAL COUNCIL OF CHURCHES ON 
MUTUAL AID 


The general position of the National Council of Churches on for- 
eign aid—or mutual aid—is this: On the basis of Christian concern, 
and in keeping with actions of many of our constituent bodies, we 
hold that the United States should continue to develop, improve, and 
expand programs of technical assistance, economic aid and interna- 
tional trade such as will make for stability, justice, freedom, and 
peace for the peoples of the underdeveloped areas of the world and 
for all nations including our own. 
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The.churehes have both practical and moral concerns which they 
believe give them competence to speak and to take appropriate actions 
for constructive foreign aid. 

With your permission, I wish to file in your record of this hearing 
a complete statement, including the most recent summary of our po- 
sitions on foreign aid (appended) To save your time, I would like 
to emphasize only a few highlights of this complete statement. 


THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH 
MISSIONS 


Our churches have had a deep and increasing interest in programs 
of overseas xid for more than a hundred and fifty years, with practical 
concerns and competence developed through work around the world. 
ln mission work they pioneered in technical assistance and economic 
aid in programs of education, literacy, literature, medicine and public 
health, agriculture, industry, mass communications, and training of 
leadership in many fields. Our division of foreign missions is made 
up of 70 boards and agencies, which maintain a missionary force of 
over 10,000 workers in over 50 countries, cooperating with tens of 
thousands of trained nationals. Voluntary contributions of approxi- 
mately $44 million annually by people of our churches support over- 
seas programs including schools, colleges, universities, training cen- 
ters, agricultural stations, farms, shops, and hospitals. 


THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH 
WORLD SERVICE 


Through our Department of Church World Service our churches 
earry programs of aid to people in need around the world. In 1956 
they expended $11 million and shipped 192 million pounds of materials 
overseas to situations of need such as Hungary, the Middle East, and 
numerous other regions. This year, material aid will increase to more 
than 300 million pounds of food, clothing, medicine, and other neces- 
sities. Through Church World Service we help to distribute United 
States Government surplus foods, give many kinds of relief in disas- 
ters, and we have pioneered in village and community projects. We 
always work in close cooperation with indigenous agencies, with the 
idea of helping people to help themselves. 


THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH 
OTHER INTERNATIONAL PROGRAMS 


Also related to the National Council of Churches, the United Chris- 
tian Youth Movement, the United Student Christian Council, and 
United Church Women, carry on projects and aid around the world. 
Through these and other units working in international programs, we 
furnish considerable money and send persons into overseas programs 
who have a deep sense of concern for the emerging peoples of the world. 


CHURCHES SEE URGENT NEED FOR PUBLIC AS WELL AS PRIVATE PROGRAMS 


Out of such long, fruitful, widespread experience, the churches have 
reached the conclusion that there is an urgent, continuing need for 
voluntary and private programs, and the churches are, in fact, redou- 
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bling their efforts in this field. We are convinced, also, that there is 
urgent need at this time for our Nation to develop public programs of 
mutual aid of greater scope and magnitude, expanded to the extent of 
our national capabilities and the absorptive capacities of the under- 
developed areas. 


RELIGIOUS AND MORAL FOUNDATIONS FOR CONSTRUCTIVE FOREIGN AID 


In this section and much of this whole statement, I am indebted to 
the president of our National Council of Churches, Dr. Eugene Car- 
son Blake. A considerable part of what I am presenting here is based 
on a statement made by him on April 12 on the subject of the support 
of the churches for constructive foreign aid. 

The competence of the churches to speak on religious and moral 
questions is well established. It is on these grounds that we rimarily 
base our support for constructive foreign aid. In foreign aid we are 
dealing ultimately with questions of life and death, of the nature of 
man and his destiny, and these are moral and religious questions which 
rest on theology and religious faith. 

While having a basic concern for the religious and moral issues, the 
churches recognize some of the so-called practical arguments for for- 
eign aid—which also have certain moral values and issues involved 
in them. One such argument is that foreign aid is essential in the 
struggle between freedom and Communist tyranny, to help the newer 
and less developed nations to maintain their independence with grow- 
ing stability and liberty. A second such argument for foreign aid is 
the military one, with some aid indispensable to support many other 
nations in mutual programs for collective security ; this argument ap- 
plies not only to military aid but also to defense support and to eco- 
nomic development and technical assistance if nations are to be really 
strengthened so as to prevent aggression. Most church people would 
support programs for collective security. However, we hold that mili- 
tary programs and defense support cannot by themselves develop 

eace, and that indeed an overemphasis on them can endanger peace. 
Foie is jeopardized when military might is exalted at the expense 
of constructive, curative, creative programs in economic, political, 
ideological and moral terms. A third argument for constructive 
foreign aid is that it is good business both for others and for ourselves 
in the present and in the long run. ’ 

Let us now consider briefly the basic religious and moral foundations 
which compel us as a nation to greater responsibility in constructive 
foreign aid programs. 

(1) One of these is the indivisibility, the interdependence of hu- 
manity under God our Creator. ‘ a 4 

(2) A second basic moral principle in foreign aid is our steward- 
ship as a wealthy nation in a world of poverty. 

(3) Another principle of moral and spiritual truth in foreign aid 
is what happens to men and nations as they do or do not. have a real 
concern for the lives of others who are in need. 

(4). Another basic religious and moral principle in foreign aid is in 
what it does in sustaining life, for we believe human life is sacred, 
being of primary value. 

( 5 Another basic religious and moral consideration is that in for- 
eign aid we actually go beyond material realities. 


























1138 


MORAL CONCERNS AND NATIONAL SELF-INTEREST COMPLEMENT EACH 


OTHER IN 


CONSTRUCTIVE 


FOREIGN AID 


In constructive foreign aid, the practical and the moral are not in 
conflict but in agreement; realism and Christian idealism meet in ac- 


cord; self-interest and altruism are joined. 


From the perspective of 


religion and morality, we believe that our national self-interest at this 
moment of history is best fulfilled in recognizing that our destiny is 
inescapably bound with the destiny of the world. 


SOME 


GUIDING 


PRINCIPLES FOR FOREIGN AID PROGRAMS 


Based on our experience in overseas service and our moral concerns 
in international affairs, the churches have evolved through the years 
several principles which we believe essential for making our Govern- 
ment’s foreign aid programs as effective as possible in helping to de- 


velop the conditions of peace with justice and freedom. 


As set forth 


in official statements, these principles include the following : 
1. Our Nation should assist our fellowmen in underdeveloped areas 
to the full extent of our capabilities, and their absorptive capacities. 
2. The programs should be seen in terms of mutual aid. 
3. The programs should help people to help themselves in lifting 
their levels of living. 
4. Both public and private programs need to be strengthened and 


expanded. 


5. Programs of technica] cooperation should be increased. 
6. Larger sums of capital should be made available for economic 


development. 


7. Trade should be facilitated so goods may be bought and sold more 


readily. 


8. Programs should be based on an understanding of the problems 
of other peoples, and a continuing concern for their economic develop- 


ment. 


9. A long-term basis is needed in financing, programing and admin- 
istering aid programs. 

10. Greater emphasis should be placed on the used of international 
agencies, such as regional organizations and the United Nations. 

11. Although all parts of our foreign policy are interrelated, pro- 
grams of technical and economic aid should be planned and adminis- 
tered in relation primarily not to political and military considera- 
tions but to economic and social needs and opportunities. 


THE CHURCHES’ INTEREST IN AND SUPPORT FOR CURRENT MUTUAL AID 


PROPOSALS 


In light of the guiding principles developed by the churches over 
a long period of years, we have followed with interest the many exten- 
sive studies of foreign aid made recently by individuals, institutions, 
and government units. We have been favorably impressed by the 
seriousness with which both the Congress and the administration 
have undertaken comprehensive studies enlisting the resources of both 
public and private agencies. We are encouraged that most of these 


studies indicate the necessity for our Nation to move forward in under- 
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taking improved, more efficient, expanded programs of mutual aid, 
eclally in economic development and technical cooperation. 
The National Council of Churches and our constituent communions 
are giving strong support to such proposals as have been currently set 
forth by the administration and Congress for future programs of our 
Government in constructive mutual aid. We believe the mutual aid 
rograms for 1958 for economic development, technical assistance and 
international cooperation as proposed by the administration, as recom- 
mended for authorization by the House Foreign Affairs Committee 
and as authorized by the Senate, provide helpful guidelines and sug- 
gest steps toward a more responsible, more adequate mutual-assistance 
program on the part of our Government. 


CONSENSUS OF VIEWS OF CHURCHES ON PARTICULARS IN CURRENT 
PROPOSALS 


I would like to refer here to the record of an unprecedented 3 days 
of hearings on the subject of foreign aid for testimony by religious 
leaders, held by the House Foreign Affairs Committee sitting | as @ 
Committee of the Whole on International Or ganizations and Move- 
ments, May 28, 29, and June 5. Many of you may be familiar with 
this record, but I recall it to emphasize to you something of the breadth 
and depth ‘of concern of the religious groups of this country for con- 
structive foreign aid and to point out some of their remarkable agree- 
ments on particulars. During those 3 days, 15 outstanding religious 
leaders testified generally representing official positions of their or- 
ganizations. These included Protestant, Orthodox, Unitarian, Roman 
Catholic and Jewish leaders; several of the Protestants represented 
the National Council of Churches and also particular units such as 
United Church Women and the United Christian Youth Movement; 
the Protestants were from the following churches: Southern Baptist, 
Methodist, Presbyterian, Congregational Christian, Protestant Epis- 
copal, Lutheran, Friends. The ‘agreement among all these was re- 

markable on many points: All favored improving and increasing 
constructive mutual aid programs for economic development, technical 
assistance and international cooperation. 

Not one opposed such programs. 

Not one proposed reduc tion of any such programs and all who com- 
mented or were questioned on that idea opposed reduction. 

Most admitted to a necessity for maintaining collective military 
security including foreign military aid and defense support funds, 

All favored separating military types of aid from other types. 

All held that much more important than military aid are programs 
for economic development, technical assistance and international co- 
operation. 

All favored the principle of more flexibility and more long-range 
authority for such programs. They held that such provisions would 
make for more businesslike planning and efficiency in mutual aid 
programs. 

All who commented or were questioned as to loan programs for eco- 
nomic development favored the principle; they also felt there is some 
continuing need for grants. 











1140 


There was general agreement of views that the multilateral programs 
through the United Nations and its specialized and related agencies 
should be increased and strengthened. None wished to reduce ap- 
propriations through the United Nations or its agencies. Specific 
reference was made in this connection to the United Nations Expand- 
ed Technical Assistance Program. The hope was expressed that the 
United States of America would not reduce its percentages in this 
but rather would help to increase this program. 

Thus there is seen to be strong unanimity of convictions on the 
part of religious leaders of many different faiths and denominations 
on principles and particulars in mutual aid programs. 


POLICIES OF THE NATIONAL COUNCIL OF CHURCHES RELATED TO PARTICU- 
LARS IN THE PROPOSED MUTUAL SECURITY PROGRAM FOR 1958 


On the basis of official policies of the National Council of Churches 
certain implications follow for particulars in the mutual security 
program proposed for 1958: 

As to the magnitude of the programs for economic development and 
technical cooperation, the policy of the National Council of Churches 
indicates a need not to cut these items but to expand them in the diree- 
tion of the full extent of our capabilities as a nation and the absorptive 
capacities of the cooperating nations, 

Both public and private programs need to be strengthened and 
expanded. 

Programs of technical cooperation should not be decreased but 
increased. 

Larger sums of capital should be made available for economic 
development. 

The proposal for a loan fund for economic development to be start- 
ed this year and to be expanded over a period of the next 2 years 
moves a first step in the direction of the need cited in the policy of 
the National Council of Churches. 

A long-term basis is necessary in financing, programing and admin- 
istering aid programs. This principle would support further the idea 
of establishing a substantial long-range loan fund for economic de- 
velopment. 

Greater emphasis should be placed on the use of international 
agencies such as regional organizations and the United Nations, This 
principle is in opposition to the proposal to cut down the United States 
percentage for the United Nations Expanded Technical Assistance 
Program to 45 percent of the contributed funds. It would move to- 
ward restoring the United States percentage to at least 50 percent of 
the contributed funds. Some churchmen have pointed out that what 
is needed is not for the United States to withdraw somewhat from this 
significant program but to give our fair share of support and en- 
courage many other nations to contribute even more generously than 
they do at present. We may well keep in mind that already 4 nations 
contribute more per capita to this program than the United States 
and 13 nations contribute more in ratio to their national income than 
does the United States. Thirty-eight countries increased their con- 
tributions in 1956. It is in point to note that when the total expendi- 
tures for projects in this program are considered, including assisted 
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countries’ contributions, the United States share has averaged only 
17 percent. In terms of constructive world leadership, our Nation 
would do well not to make a retreat in the United Nations Expanded 
Technical Assistance Program but actually to give more vigorous and 
generous leadership to this program which means so much to so many 
people of the eee for so colt little money. 

Such multilateral programs have immediate beneficial values and 
effects, and certain advantages not even found in our bilateral. pro- 
grams, necessary and fine as they are. Some of the reasons for this 
are: (1) For every dollar we contribute there is an extra amount equal- 
ing an additional $2 contributed by other nations; (2) All contribu- 
tions are pooled thus eliminating some problems of giver-receiver 
relationships, and at the same time building more sense of world com- 
munity; (3) Specialized personnel in the U. N. technical missions are 
drawn from many nations and these multinational, multiracial teams 
have been among the program’s most effective assets; (4) National 
political motives are largely eliminated so these programs are more 
acceptable in areas where other types of aid may be suspect; (5) In 
addition to all these present advantages, multilateral programs by hav- 
ing nations work together help reduce strains and tensions which might 
otherwise later erupt in conflicts or war; at the same time these pro- 
grams help the nations to develop attitudes and ways of working to- 
gether which make for more justice, order and peace. 

For all these reasons and more, the churches testify to the need for 
multilateral mutual aid programs as well as bilateral, and to the 
necessity for not reducing but rather increasing multilateral programs. 

Although all parts of our foreign policy are interrelated, programs 
of technical and economic aid should be planned and administered in 
relation primarily not to political and military considerations but to 
economic and social needs and opportunities. This means that the 
churches support the principle in the proposal to separate the military 
and defense support programs from economic development and tech- 
nical cooperation. 


OUR NATION MUST DEVELOP ITS ROLE OF RESPONSIBLE LEADERSHIP 
IN THE WORLD 


While churchmen are among those recognizing the need for effi- 
ciency and for keeping budgets in control in governinent, they also 
realize that a primary issue of our time is whether the United States 
will recognize and assume its full role as the responsible leader among 
partners in the free world. This means, according to the policies of 
the churches, that our Government should be encouraged to move 
forward in foreign aid this year along lines proposed by the President, 
the Secretary of State, and the bodies of the Congress which have 
taken action so far this season. It also means that we must see these 
only as present steps toward increasingly responsible and adequate pro- 
grams of mutual aid in the years to come. Our Nation has done 
well in such constructive programs, but even larger, more exciting 
challenges and opportunities lie before us as a nation at the zenith 
of wealth and power. We may even be able to make a new type of 
history, by the grace of God, if we are willing to move ahead into a 
new kind of constructive world leadership for more justice, freedom, 
and peace. But we must take the necessary steps this year in mutual 
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aid legislation toward such a more mature, responsible role in the 
world of nations. 


THE PEOPLE ARE READY TO MOVE TOWARD MORE RESPONSIBLE LEADERSHIP 
BY OUR NATION FOR MORE JUSTICE, FREEDOM, AND PEACE 


The people of this country are ready, we believe, to respond more 
fully to courageous leadership by the administration and by the Con- 
gress for a more responsible role in world leadership in moral, eco- 
nomic, and social terms. Many reliable polls of public opinion show 
this to be true, contrary to any highly organized letterwriting and 
pressure campaigns. 

The situation has been clearly put by Dr. Blake, president of the 
National Council of Churches, in these terms: 


Church people across our land are arising in support of a more dynamic pro- 
gram of technical cooperation and economic aid, and I assure you that theirs 
will be an increasingly mighty voice in the land on this issue during the days 
immediately ahead. The fact is that the American people as a whole will re- 
spond to moral and spiritual leadership for these programs. They will accept 
necessary taxes to help others if they understand what is at stake and if in- 
telligence and generosity go hand in hand in our programs. They will support 
constructive foreign policies which take new and dynamic initiative toward peace 
with justice and freedom. 


STATEMENT ON UNITED STATES PROGRAMS FOR TECHNICAL ASSISTANCE AND Eco- 
nomic Arp ADOPTED BY THE GENERAL BOARD OF THE NATIONAL COUNCIL OF 
CHURCHES OF CHRIST IN THE UNITED STATES OF AMERICA AT WILLIAMSBURG, 
Va., Fesruary 27-28, 1957 


In the light of present issues and the imminent decisions of our people and 
Government, the general board of the National Council of Churches reaffirms 
the previous positions of the national council on technical assistance, economic 
aid, and trade policies, and sets them forth in the following statement: 

On the basis of Christian concern we believe our Nation should seek ways 
of being of greater assistance to our fellowmen in economically underdevelored 
areas. Their own efforts to improve their level of living must be given in- 
creased support and encouragement. We can aid them by means of expanded 
programs of technical assistance. We can aid them by making larger sums 
of capital available. We can aid them by facilitating the expansion of trade so 
that goods may be sold and bought more readily. And we can aid them by 
demonstrating our understanding of their problems and our since interest and 
continuing concern in their economic development. 

The United States has both public and private programs of mutual aid in 
all these fields, but these need to be strengthened and exponded to the full 
extent of our capabilities. The test of the extent of our aid should be how 
much assistance can be effectively used. 

Financial contributions to these programs need to he so assured as to per- 
mit long-run programing and continuity of policy and overations. In the in- 
terest of strengthening the world community. we should place greater emphasis 
upon the use of international agencies, including regional organizations, and in 
particular the United Nations. 

We recognize the interrelationshin of all parts of our foreign policy. It would 
be our earnest hope that United States economic assistance programs could be 
related primarily to economic and social need and opportunity rather than to 
immediate political and security considerations. They should be administered 
separately from military assistance programs. Tt is equally clear that any in- 
creased assurance of peace and any reduction in the burden of armaments would 
be themselves important factors in contributing to world economic develonment. 

We eall upon our member churches and their constituents to fulfill their re- 
sponsibilities in the shaning of public opinion and in making their views known 
to their represent» tives in government. 

Further, we hereby authorize the renresentation by duly designated renresen- 
tatives of the National Council of Churces of the concerns of the churches 
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in these matters to the proper authorities in the Congress, in the administra- 
tion. and in the United Nations. 

Mr. Passman. We thank you very much, Mr. Maxwell, for your ex- 
cellent statement. 


APPROPRIATIONS For Mutruat Security ProcraM 
WITNESS 


WARREN GRIFFITHS, FRIENDS COMMITTEE ON NATIONAL LEGIS- 
LATION 


Mr. Passman. We shall hear from Mr. Warren Griffiths on behalf of 
the Friends Committee on National Legislation. 

Mr. Griffiths, you may proceed. 

Mr. GrirrirHs. My name is Warren Griffiths. I am professor of 
history and government at Wilmington College, Wilmington, Ohio, 
on leave to work this year as associate secretary for the Friends Com- 
mittee on National Legislation, 104 C Street NE., Washington 2, D.C. 
This committee, in whose name I appear today, seeks to represent the 
religious concerns of members of the Religious Society of Friends 
(Quakers) but does not speak officially for that group, whose demo- 
cratic organization does not lend itself to official spokesmen. 

I appear here in support of generous appropriations for the bilateral 
and multilateral technical cooperation programs, and the other eco- 
nomic and humanitarian programs included in the mutual security ap- 
propriation. 


ASSUMPTIONS UNDERLYING OUR SUPPORT FOR SUCH APPROPRIATIONS 


We believe that the United States should contribute to programs of 
economic and humanitarian aid because our country is richly blessed 
and able to help others who are in need. We view such giving as a 
simple but important act of responsibility to help others. 

We do not think of aid as a means to win friends, increase our prof- 
its, or fight communism. Nor do we think of it as a replacement for 
private religious and secular aid. We view it as part of our responsi- 
bility as a peace-loving world power. 

We recognize that no program is perfect. In this, as in other activi- 
ties of governmental and private groups, there are likely to be mistakes, 
some inefficiency and waste. But our greatest mistake as a nation 
would be not to continue to act generously to meet human need; and 
the greatest waste that can occur is that of human beings living in 
remediable poverty, disease and hopelessness. 


PRINCIPLES TO FOLLOW IN GRANTING AID 


We believe that our aid program should observe certain basic prin- 
ciples: 


1. Aid should be long range. This is true because: 

(a) It will take many years for underdeveloped countries to 
achieve the skills and secure the capital to improve their economic 
position. Particularly is it a long-range job if democratic rather 
than totalitarian methods are to be followed in economic develop- 
ment. 
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(b) To help a country part way toward economic health, and 
then lessen the effort to aid, will probably do more harm than 
good. Once we have helped to arouse the expectations of a coun- 
try, we must help to fulfill those expectations. 

2. Aid should be generous. Even generous appropriations in the 
economic and humanitarian areas would be small:compared with the 
military outlays of our country. 

3. A generous share of United States appropriation for technical as- 
sistance should go to the United Nations programs. 

4. Aid shoaht po to countries on the basis of need and their capacity 
to use help effectively, not on the basis of whether they are allies in 
a cold war. It is important that we divorce economic aid from stra- 
tegic considerations. 

An important factor here is that:aid should do more than shore up 
an.economy weakened by our urging upon it a defense budget that 
the country cannot afford. Such aid becomes a sort of permanent 
holding operation with little prospect of ever solving basic economic 
problems. (See attached Quotations from the Report and Studies of 
the Special Senate Committee to Study the Foreign Aid Program, 
Raising Questions Concerning Military Aid.) 


SPECIFIC PROGRAMS DESERVING SUPPORT 


1. United Nations Children’s Fund (UNICEF) : Our views in sup- 
port of this work are contained in the statement to be presented later 
today by the Citizens Committee for UNICEF. 

2. United Nations Refugee Fund (UNREF) : This program, which 
dates from late 1954, tries to sive on a permanent basis the problems 
cf about 250,000 refugees, many of leas have been in camps for 
years. Through UNREF the High Commissioner for Refugees is 
carrying out a program of resettlement, retraining, integration and 
emergency assistance. The difficulties here are immense, but UNREF 
has been making real progress in meeting what has been called “one 
of the most disturbing problems of our time.” This fine work 
deserves our generous support. 

We urge, therefore, the appropriation of $2,333,000 as recommended 
by President Eisenhower. 

3. Intergovernmental Committee for European Migration (ICEM): 
With the recent refugee crisis particularly in mind, we urge the ap- 
propriation of $12,500,000 recommended by the President. 

4. Ocean Freight: We urge the appropriation of the $2,200,000 
asked by the President to pay ocean-freight charges on relief ship- 
ments made by voluntary agencies. Our understanding is that this 
relatively small sum will move relief goods of vountary agencies 
valued at $29 million. 

Since such voluntary shipments involve an important face-to-face 
relationship so vital in relief operations, it is highly desirable that our 
country support such activity through the ocean-freight payment. 

5. Atoms for Peace: In view of ‘the possibilities that the atom has 
for future economic development, we believe that the $7 million re- 
quested by the President should be appropriated for this purpose. 

6. Malaria eradication: The proposed 5-year program of $515.2 
million to eradicate malaria deserves United States support. It is our 
understanding that $23,300,000 has been requested by the President 
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as our country’s contribution for the fist year of this program. This 
sum apparently does not require separate appropriation, but we wish 
to indicate our support for it. 

7. Technical cooperation: We urge support for the amounts re- 
quested by the President : $151,900,000 for bilateral technical coopera- 
tion, $15,500,000 for the United Nations program of technical assist- 
ance, and $1,500,000 for the program of the Organization of American 
States. 

Technical cooperation has been called: one of our most effective 
and modest forms of foreign aid. It is a type of program that is 
basic to.subsequent sound economic development. Much has alread 
been accomplished under technical assistance programs. But muc 
remains to be done. 

It is particularly desirable that the United States contribution to the 
United Nations program be at least the $15,500,000 asked by the Presi- 
dent. The U. N. program is free of the charge of United States 
domination, and it involves a desirable pooling of skills and know- 
how from many countries. 

8. Development. loan fund: This seem to. promise an effective and 
efficient way to provide funds, although on a modest scale, for economic 
development. We urge the appropriation of the $500 million requested 
by President Eisenhower. 

These views we respectfully submit in. the faith that our assump- 
tions and conclusions here are correct. We conclude with selections 
from an editorial in the New York Times for July 10, 1955. This 
usually restrained paper says the following of our country’s role in 
helping other nations: 

We have enjoyed an extraordinary richness. We have had great resources 
and opportunity to develop them. We have been blessed again and again, often 
beyond our deserts. * * * 

In this light, while we may rightly refuse to be called do-gooders, there is 
every reason why we should wish to be called share-gooders. * * * Our obligation 
to share is an intangible, but it is—and should rightly be—a part of our national 
character. * * * The foreign aid program is, therefore, far larger than a sector 
on one front of a cold war. It would be just as valid if no cold war existed. We 
would have reason to feed the hungry, clothe the naked, and shelter the roof- 
less if Karl Marx had never been born. 

Those who are in need may call upon us, knowing that they will be heard, 
precisely because we have the means to satisfy that need. 

We gain in stature as we are compassionate. We expect to save our national 
state. We also ought to wish, not only now but always, to save our national 
soul. 


SomME QUOTATIONS FROM THE REPORT AND STUDIES OF THE SPECIAL SENATE Com- 
MITTEE To Srupy THE FOREIGN PROGRAM RAISING QUESTIONS CONCERNING 
MriniTary AID 


MILITARY ASSISTANCE AS AIDING TOTALITARIANISM 


It is nevertheless important to be fully cognizant of the limitations on the 
effectiveness of military aid in situations where the recipient is an authoritarian 
regime, a caudillo-type one-man government, or a military dictatorship. It mat- 
ters not that we have no intention for the grant of aid to constitute a seal of 
approval on the government in power. What does matter is the interpretation 
put on our action by the people of the recipient country, and by the community 
of democratic nations, especially those that are near neighbors of the dictatorial 
regime. Especially as regards their own publies, dictatorships often show real 
imagination in exploiting American assistance as evidence of full United States 
approbation. 
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The implications of military aid in this situation are a great deal more serious 
than would be the implications of economic or technical aid. The act of “stand- 
ing up and being counted” which military aid requires, and which makes neutral 
countries refuse that aid, works in reverse for the local strong man. From mili- 
tary aid, he and his government get an identification with the United States; the 
dictator can take countless opportunities to impress his people with the “fact’’ 
of American backing. But apart from the propaganda value the regime is able 
to extract from military assistance, the people are reminded, whenever they see 
American equipment, of the internal impact of United States assistance. For the 
planners in Washington, the half dozen light tanks or propeller-driven fighter 
planes, the obsolete field pieces and well-used Army 6x6’s, supplied by the United 
States, may have some slight meaning in overall defense strategies; or they 
may have been used as bargaining tools in negotiations over base rights. To the 
people in certain recipient countries, they are instruments that entrench the ruler 
in power and make his removal that much more difficult (The Military Assist- 
ance Program of the United States Institute of War and Peace Studies of Co- 
lumbia University, p. 72). 


MILITARY ASSISTANCE AS SLOWING 





DOWN ECONOMIC DEVELOPMENT 


Finally, it has been noted in this inquiry that the creation of military estab- 
lishments through military aid beyond the capacity of less developed countries 
to maintain out of their own resources stimulates demands on this country for 
additional nonmilitary aid for their economies and in some cases retards their 
economic development (Final rerort, p. 12). 

One wonders also whether it is not possible that existing military aid objec- 
tives in Turkey may partially run counter to existing nonmilitary aid objectives: 
whether Turkey can fulfill present military objectives and at the same time 
achieve a stable and expanding economy. One could envisage a situation, I do 
not sav that it exists now, where Turkey’s military effort plus United States 
military aid might he working against the United States purely economic objec- 
tives in Turkey (Greece, Turkey, and Iran, Norman Armour, p. 7). 

1. If Greece were not spending $130 million annually on military expenses, it 
would probably allocate nart of that figure to economic develonment—to indus- 
trinl exnansion. water develonment, reclamation and agricultural production. 
The United States mission felt, I think, that Greece’s military expenses were 
not 9 seriously negative foctor in Greece’s economy, so long as United States 
assistence is available. But I am inclined to feel that this particular question 
needs further study. For in the end, United States military aid objectives for 
Greece and NATO force goals and requirements will not be realized or will be 
self-Jefeoting if, at the same time, the Greek economy is weakened or its devel- 
opment “eterred as a result. One wonders to what extent these economic factors 
are sufficiently considered at the time that force goals and military requirements 
are estoblished by NATO (Greece, Turkey and Iran, Norman Armour, p. 21). 

Moreover, in the trestv areas (notsbly. Korea, Vietnam, Taiwan, and Paki- 
stan) the conditions under which this [military support] aid was granted— 
linked as it was to the maintenance of military forces much larger than could 
be suvnorted bv the economies of these countries—diverted energy, administra- 
tive telent. and resources away from the tasks of long-term economic develop- 
ment * * * (p. 138). 

On the other hond, it is eqnally clear thet the attemnt of an underdeveloped 
eountrv to maintain an excessively large military establishment can be a serious 
handican to economic development. Under such conditions limited resources 
are diverted from investment and the inflationsry pressures which result cannot 
be checked bv incressed production. Any large defense budget is bound in some 
degree to conflict with the goals of a develonment nrogram bv diverting resources 
to militarv purposes which could otherwise be used for developmental invest- 
ment (n. 29). The Ohiectives of Tinited States Eeonomic Assistance Programs 
Center for International Studies, M. I. T., pp. 13, 29.) 

The impact of military buildup on the economic life of a country has been a 
recurrent theme through these pages. In order to avoid certain undesirable or 
damaging consquences of the military program, it often proves necessary to 
complement military aid with other carefully coordinated American assistance 
programs. Thus we can accomplish less within an overall foreign aid figure 
set hv the Congress than would he the case if some part of those funds were not 
rennired “to cover the damages,” as it were. occasioned by the military program. 
(The Military Assistance Program of the United States Institute of War and 
Peace Studies of Columbia University, p. 69). 
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POSSIBILITY OF DIVERTING MILITARY AID TO USES OTHER THAN CONTEMPLATED 


It has also been brought to the committee’s attention that military aid intended 
for defense against Communist aggression may act inadvertently to stimulate 
rivalries among non-Communist countries, including those which are recipients 
of aid. The net result may be the development of competitive demands for 
military aid, with consequent unnecessary increases in the cost of the program 
(Final report, p. 12). 

It is disconcerting to an American, who considers all-important the Com- 
munist menace, to find officers of a non-Communist country also thinking in 
terms of possible military operations against a neighboring people of the same 
faith. More than one of these nations is using United States funds to build 
and equip armed forces, some of whose officers and men seem to think of their 
mission only in terms of ancient hostilities and rivalries. Communism and 
Communist aggression obviously do not constitute the primary menace, nor 
provide alone a sufficient challenge to motivate current military training pro- 
grams (Southeast Asia, Clement Johnston, pp. 9-10). 

Indian statesmen express an aversion to armaments and military alliances 
as more likely to lead to war than to peace. They claim that their own defense 
budget, a drain on scarce resources, has to remain high because of the Amer- 
ican mililtary aid to Pakistan (South Asia, Lewis Webster Jones, p. 18). 


ADVERSE PSYCHOLOGICAL IMPACT OF MILITARY AID 


Most Western European nations have long military traditions and have largely 
succeeded in harmonizing a large military establishment with the institutions 
of parliamentary government, individual freedom, and civilian supremacy 
* * * But over the long run, the outcome is unpredictable with respect to the 
underdeveloped countries of the Near East, south Asia and the Far East. Many 
of these nations are newly independent and without experience in keeping large 
armed forces from playing a decisive role in their internal politics. 

The intention here is not to imply that the countries of Asia will, necessarily 
or for any inherent reason, prove less capable than the advanced nations of 
the West of maintaining military forces in being for long periods. The point 
is to suggest that the situation is full of imponderables. If the size of the 
forces is so large as to bear little relation to the country’s potential, are the 
economic, political, and psychological centers of gravity likely to shift from 
the civilian into the military sector of national life? What are the implica- 
tions for future internal peace and stability of teaching large numbers of citi- 
zens to handle small weapons and perhaps accustoming them to eating, dress- 
ing, and being paid better than they would be if there had been no military aid 
or if it were to stop? (The Military Assistance Program of the United States 
Institute of War and Peace Studies of Columbia University, pp. 56—7.) 

The number of American jeeps, American uniforms, American faces which one 
encounters on the principal streets of the principal cities seems disproportionately 
large to a native population that has an innate mistrust or resentment of anything 
alien or nonnational. 

No “American Go Home” signs have as yet appeared and they may not appear as 
the people are both well mannered and grateful, but a marked reduction in the 
numbers and ubiquity of American personnel and in overmeticulous American 
sunervision of local operations seems clearly desirable— (Southeast Asia, Clement 
Johnston, np. 11-12). 

The underdeveloped countries face a further problem with respect to their 
citizens who have received military training, served their tours, and are then 
released. The critical factor is their successful reabsorption into the civilian 
economy, for the alternative is potentially threatening to political stability and 
internal security. During their army tours these men receive a sort of dual 
conditioning: on the one hand, to appreciate a standard of living frequently higher 
than they enjoyed before (however low the standards in the local armed forces 
might appear by our criteria) ; and, on the other, to handle small arms with 
facility. Turning loose on the country substantial numbers of men conditioned 
in this way mav provide numerous potential recruits for armed guerilla and 
bandit gangs—(The Military Assistance Program of the United States Institute 
of War and Peace Studies of Columbia University, p. 70). 
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Military aid as benefiting the ruling class as against the people 

United: States aid is termed by another respondent as constituting ‘‘a type 
of intervention in favor of the political party in power and against the ‘outs’ ” 
Inevitably, such intervention would worsen relations (p. 5). 

* * * In Thailand arms aid is felt to enhance the power of politicians (p. 10; 
Views of Private American Citizens Abroad on the Foreign Aid Program, pp, 
5, 10). 

There is one situation requiring prompt action and immediate correction. Con- 
ditions which existed at the time may have justified the United States decision to 
support the currencies of Vietnam, Laos, and Cambodia at the arbitrary rate of 35 
piasters or other local currency to the dollar. Today that figure is utterly unreal- 
istic, as becomes apparent when we examine the need for monetary reform in 
Vietnam. The added and unnecessary cost to the United States taxpayer. is 
approximately $20 million a month. This money is not going into public trea- 
suries; it is going into private pockets. Of even more importance, the faith of 
the newly freed people of the area in the integrity of democratic government 
is being shaken by the spectacle of the undeserbed enrichment of a favored group. 
(Southeast Asia, Clement Johnston, p. 10). 


GENERAL QUESTIONS CONCERNING MILITARY AID 


The success of the United States aid program from this point on would seem 
to depend not so much upon the number of divisions trained and equipped and 
ready for the field, nor upon the number and diversity of economic aid programs, 
nor upon the impressive totals of United States dollars expended. It must rest 
upon the enduring conviction of the people themselves that United States aid was 
and is offered to help them do the things best calculated to improve their lot 
and make their people healthier and happier. To succed it also must be followed 
by a permanent, self-sustainnig, stable economy. (Southeast Asia, Clement 
Johnston, p. 4.) 

The committee urges the President to continue to examine the budgetary 
estimates for military aid for fiscal year 1958 with a view to additional reduc- 
tions. In this connection the committee calls attention to three specific ques- 
tions: (1) The suitability of the level of military aid and the types of arms 
being provided to less developed countries; (2) the possibility that competition 
for arms aid among recipients is adding unduly to the cost of the program; (3) 
the possibility that, in planning foreign aid programs, insufficient consideration 
is given to the impact of arms aid as a factor in generating increased needs for 
supporting aid. (Final report, p. 26.) 

Mr. Passman. Thank you for coming before our committee and 


giving us the benefit of your views. 


Untrep Nations Cutmpren’s Funp 
WITNESS 


MRS. ELIZABETH T. FARWELL, NATIONAL CONGRESS OF PARENTS 
AND TEACHERS 


We have next Mrs. Elizabeth T. Farwell, who is a member of the 
Washington Committee on Legislation of the National Congress of 
Parents and Teachers. 

Mrs. Farwell, you may proceed. 

Mrs. Farweti. Mr. Chairman and members of the committee, I am 
Elizabeth T. Farwell, a member of the Washington Committee on 
Legislation of the National Congress of Parents and Teachers. I am 
submitting this statement for Mrs. Clifford N. Jenkins, national chair- 
man of legislation. I am very grateful for this opportunity to appear 
before you to represent the National Congress of Parents and Teachers, 
a volunteer group with over 1014 million memberships. 

Our organization has supported and continues to support the pro- 
gram of the United Nations Children’s Fund. This is a relatively 
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small program which, we feel, pays very large dividends in improved 
relations with other countries through the warmth of humanitarian 
feelings it inspires and through the emergence of the self-help methods 
it encourages and sustains. The basic problems of maternal and child 
welfare are common to all the world, and in solving them we draw 
closer together. In days still torn with international strife and tension 
we feel we not only should but must continue our strong support of a 
program calculated to relieve some of this tension. 

e regard the $11 million request for fiscal 1958 as a very necessary 
appropriation for the continuation of the UNICEF program, We 
support this amount as the minimum necessary not only to maintain 
the program but to extend and expand it. To put a dollar value on our 
sincere interest in the children of the world would be an impossibility. 
This is, however, a specific sum requested for a specific program with 
specific plans and we are convinced it is an invaluable way for the 
United States to assure the nations of the world of its continued con- 
cern over the welfare and health of children everywhere. Our organi- 
zation has been proud of the role the United States has played in the 
development of the UNICEF program since its inception in 1946. 

We therefore urge this committee to appropriate the full request 
of $11 million for UNICEF. We believe that all children are our chil- 
dren, wherever they may live. 


Foreign Amp Program 
WITNESS 


MRS. OSCAR M. RUEBHAUSEN, DIRECTOR, LEAGUE OF WOMEN 
VOTERS OF THE UNITED STATES 


Mrs. Oscar M. Ruebhausen, director of the League of Women Voters 
of the United States, is the next witness. 

Mrs. Ruebhausen, you may proceed. 

Mrs. RursuauseN. I am Mrs. Oscar M. Ruebhausen, member of 
the national board of directors of the League of Women Voters of the 
United States. The League of Women Voters, consisting of 128,000 
members in 48 States, the District of Columbia, Hawaii, and Alaska 
has long supported the principle of foreign economic aid. At our 
national council meeting of State delegates in April 1957, we reaffirmed 
our desire to see adequate programs enacted for economic aid, a long- 
range development fund, United States technical cooperation and the 
United Nations technical assistance program. We believe these 
programs are in the national self interest of the United States and 
will pay dividends in increased trade, greater security, higher stand- 
ards of living and the development of better understanding among 
peoples. 

I would like to stress particularly the importance of supporting the 
United Nations technical assistance program. Though small in dol- 
lars, it is large in prestige and a dramatic symbol of the ability of na- 
tions to work together in a cooperative partnership. As the accredited 
observer at the United Nations for the League of Women Voters, I 
have a special opportunity to see how very much the U. N. technical 
assistance program means to other countries. 


93522—57——-73 
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_In addition, I believe that the countries which are normally the re. 
cipients of aid gain a valuable experience by sharing in the responsi- 
bilities of giving. For instance, nations which serve on the Technical 
Assistance Committee acquire a new insight into the problems of allo- 
cating money, and this understanding should make them more coop. 
erative partners in other projects outside the U. N. 

The aslo of Women Voters would like to see the United States 
appropriations to the United Nations technical assistance program 
maintained at 49 percent of the program. We are opposed to a redue- 
tion to 45 percent and deplore the suggestion that the funds be reduced 
to 3314 percent by 1960. 

The same criteria which pertain to the regular U. N. budget, which 
is for administration, do not apply to the UNTA, which is for opera- 
tions. Such voluntary programs as technical assistance, help for 
Arab refugees and UNICEF should be judged on their merits and set 
percentage figures should not be frozen into our appropriations. 

Furthermore, we must always remember that percentage figures are 
misleading in the case of UNTA because the receiving governments 
pay approximately $60 million of the local costs in their own currency. 
If this sum is added to the $30 million which the United Nations 
spends, then the United States share of the $15.5 million comes to 
about 17 percent of the $90 million total which is spent on UNTA. 
To consider cutting this 17 percent participation is a type of penny 
pinching which will cost the United States dearly in our relations with 
other countries. 

The facts are that the United States appropriation to the UNTA 
has been steadily reduced from 60 percent in 1952, to 55 percent in 
1954, to 49 percent in 1957. Other countries have shown their apprecia- 
tion of the program by increasing their pledges, and the number of 
nations participating has grown. It is interesting to note that on the 
basis of the 1957 pledge: 

Four nations pay more per capita than does the United States. 

Thirteen nations pay more in ratio to their national income per 
million. 

Twenty-two nations pay a larger percentage than is their percentage 
assessment to the regular U. N. budget. 

Not only is it cheaper for the United States to participate in a 

multi-lateral program where other countries share the costs, but, in 
some ways, the U. N. can operate a program less expensively and more 
efficiently than the United States because it can recruit personnel from 
the entire world. As Ambassador Lodge stated in his testimony to 
the Fairless committee on February 16, 1957: 
To attract experts from the most advanced countries into primitive areas means 
paying high salaries, but, in addition, it means furnishing medical and educa- 
tional benefits and housing allotments of various kinds which are much more 
costly than when experts are hired from less advanced countries. At the same 
time, experts in certain fields coming from less highly developed countries are 
more effective assisting countries whose development is closer to their home- 
lands. Having a wider field for recruitment, the United Nations is not forced 
in every case to lure scarce technicians away from a few well-organized, comfort- 
able communities. 

Although the League of Women Voters is anxious to see aid chan- 
neled through the United Nations, we recognize that bilateral pro- 
grams are also necessary. To encourage better planning and to in- 
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sure the benefits which continuity gives to a program, we would like 
to see a long-range development fund established. The need for pro- 
moting economic growth abroad will be present for a long time. 

The draft report on foreign policy and mutual security, submitted 
to the House Committee on Foreign Affairs by Mr. Richards, dated 
December 24, 1956, recommends (among other things) : 

A program of long-range development assistance based on the requirements 
of the country and without conditions other than those necessary to assure 
effective use of our aid. This type of assistance would be based on the belief 
that in the long run the United States would benefit economically and politically 
if the underdeveloped countries are developed, and also on the recognition of 
the widespread demand for development assistance from these countries which 
it would be contrary to the short-run interests of the United States to disregard. 

It is also significant that all the foreign aid studies made during 
the past year supported the idea of technical assistance and economic 
aid. The League of Women Voters endorses this view and hopes that 
the committee will look favorably on full appropriations for the 
economic aid provisions of the Mutual Security Act. 

Mr. Passman. Thank you, Mrs. Ruebhausen. 


APPROPRIATIONS FOR Mutua Securiry Program 
WITNESS 


WALLACE J. CAMPBELL, COOPERATIVE LEAGUE OF THE UNITED 
STATES 


Our next witness is Mr. Wallace J. Campbell, of the Cooperative 
League of the United States of America, 

Mr. Campbell, we are pleased to have you back with us. 

Mr. Campseti. The Cooperative League is very happy to have an 
opportunity to present its views on the Mutual Security Act of 1957 
to the Appropriations Committee, for we feel that the decisions made 
in this committee are vital to the security of America, as well as to 
our long-range development of a peaceful and prosperous world. 
The Cooperative League, as you know, is a national federation of 
consumer, purchasing, and service cooperatives, all of whose mem- 
bers are taxpayers keenly aware of the importance of their tax money 
in both domestic and overseas programs. Our membership, as repre- 
sented through our biennial congresses and our board and executive 
committee, and also through the annual meetings of our constituent 
organizations, has consistently supported the Government’s economic 
aid and technical assistance programs, 

As our president, Murray D. Lincoln, said in his telegram May 21, 
1957, to President Eisenhower, the funds requested for long-range 
economic and technical assistance constitute— 
our soundest foreign investment, which is not only an investment in world 
peace, but leads to creation of higher living standards abroad, which can mean 
greater markets and, eventually, greater prosperity at home. 

Inasmuch as this committee is primarily concerned with the appro- 
priations essential to the Mutual Security Act, we would like to place 
special emphasis on one aspect of the program before you. é 

The development loan fund suggested by the administration is, in 
our judgment, a practical means of placing increasing emphasis in 
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the program on repayable loans rather than pulse grants for eco- 
nomic development. As the years go by, it is our belief that the loan 
program must grow in importance and eventually supersede the grant 

rogram. To do this, it is essential that the proposed development 
oan fund should have adequate capital, plus a continuing authoriza- 
tion, so that long-range, economic development plans can be based upon 
sound programs which have the approval of the Congress. 

Under the legislation now before you, $500 million would be appro- 
priated as initial capital for the development loan fund. The bill 
would further provide that the fund be authorized to borrow from 
the Treasury $750 million in 1959 and $750 million in 1960. We whole- 
heartedly approve this proposal. 

In the establishment of loan funds by the United States Govern- 
ment there is ample precedent for the steps which are proposed. The 
recently established International Finance Corporation, the Com- 
modity Credit Corportion, the Export-Import Bank, the Interna- 
tional Bank, and the RFC were established with similar procedures. 

This procedure, however, does not provide an open end, for, under 
the Corporation Control Act, such organizations must present to the 
Congress a business-type budget which will come before your com- 
mittee each year. The Congress automatically reserves the right to 
limit the Corporation in its use of funds, and thereby exercise control 
over further capitalization if the program is not meeting the expressed 
will of the Congress. 

Since the new development loan fund would undertake loans which 
are, by their nature, more hazardous than those made by the World 
Bank, Export-Import Bank, or the International Finance Corpora- 
tion, there is a tendency to refer to these as “soft loans” and to write 
them off in advance as contributions rather than loans. Actually, the 
experience with the Export-Import Bank and the RFC, specifically, 
has been an early assumption that these loans would be soft loans, 
while experience has proved them to be both practical and profitable. 

The most dramatic experience with soft loans has been an agency 
set up by the West German Government to make loans to refugees from 
East Germany who came out without capital, collateral, or pees 
tunity. Many millions of dollars have already been repaid, with losses 
running at less than 2 percent in these highly uncertain loans. 

The need for authorizing the development loan fund for these first 3 
years should be obvious. Economic development in the underdevel- 
oped countries is a long-range job. Repayment of loans can come only 
if there is assurance that there will be adequate time for creating the 
productivity out of which repayment is to come. The long-term com- 
mitments—if you consider 3 years a long term—are essential if we 
are to encourage active financial participation of the governments of 
the underdeveloped countries and the lending agencies of the United 
Nations and other sources who participate with the United States Gov- 
ernment in this program. 

We are pleased to be able to point out that the Eric Johnston report 
made a recommendation very much like that which is now before you 
in legislative form, and the Fairless Committee recommended at least 
2 years as a basic necessity to get the job done. 

- Turning to another aspect of the program which we feel is essen- 
tial, we would like to give our wholehearted support to the proposed 
appropriation of funds for the technical assistance programs carri 
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forward by both the United States and the specialized agencies of the 


Over the last several years, the International Cooperation Adminis- 
tration and its predecessors have carried forward a technical assistance 

rogram which has brought constructive and highly important results 
in the countries which are being served. The proposed appropriation 
is modest, and is for an amount which is designed to keep the program 
going at approximately its current level. The technical assistance 
program is not only important as a measure to create a higher stand- 
ard of living in the underdeveloped countries, but its long-range im- 
portance to the United States economically is that it will create im- 
portant new markets for American products which, in the long pull, 
may very well more than offset the total cost of the program. 

Technical assistance through the United Nations accounts for an 
appropriation of only $1514 million, or less than four-tenths of 1 
percent of the amount requested under the mutual security program. 
Unfortunately, a rider written into last year’s appropriation would 
cut this figure by one-third, to approximately $10 million—an un- 
warranted and inexcusable cut which would jeopardize our role of 
leadership in the United Nations technical assistance program. 

That is strong language, but I feel it is important. 

The $1514 million requested is to meet our share of a fund of 
roughly $30 million provided on a voluntary basis by 83 nations in 
the United Nations. The funds are to be used for the expanded techni- 
cal assistance programs of the U. N. Food and Agriculture Organi- 
zation, the World Health Organization, the International Labor 
Organization, UNESCO, and the other specialized agencies of the 
United Nations and the technical assistance program of the United 
Nations itself. 

The program of the United Nations and these specialized agencies 
has been extremely popular, and the contributions of the member 
nations have been growing year by year. The United States con- 
tributions at one time totaled 60 percent of the UNTA budget. The 
increasing contributions from other countries has reduced our par- 
ticipation to an estimated 49.2 percent in the current fiscal year. This 
changed relationship has come even though we have gradually in- 
creased our contributions from $11.4 million in 1952 to $15.5 million 
in 1957. 

I am sure this committee will be pleased to know that today four 
other countries are making larger contributions to United Nations 
technical assistance, measured in relation to their population, than is 
the United States. The annual per capita contribution of Denmark 
is 13 cents; Canada has contributed 12.8 cents per person; Norway, 
11.1 cents; and Sweden, 10.9 cents. These compare with a United 
States contribution of 9.5 cents per capita. 

Measured on another basis, the United States contribution is 11th 
in ratio of contributions to national income. With such a measure- 
ment, the nations we have mentioned are joined by the Netherlands, 
New Zealand, Switzerland, Argentina, Australia, and the United 
pongoom in larger proportionate contributions to the United Nations 
und. 

Mr. Gary. None of those nations have a bilateral program ? 
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Mr. .CamrseLt. The United Kingdom has a bilateral program in 
the Colombo plan, and Sweden is making substantial contributions in 
a program to a number of selected countries outside of its own borders, 

Mr. Passman. I believe it would be well to state at this point that 
we have as many as two programs going, other than this one, in many 
nations. When the total contribution is considered, in all probability 
we are contributing much more than any other nation. You may pro- 
ceed with your statement. 

Mr. Campseiy. That is right. 

Mr. Passman. I think the explanation should be made so there will 
be no impression that this is the total contribution being made by our 
great country. 

Mr. Campsetu. We are proud of our bilateral program as well as 
our multilateral program and are happy that both are being carried 
forward and feel that both are essential. 

Mr. Passman. The absence of comment on these statements, how- 
ever, would leave the average reader confused. 

Mr. Campsetu. Yes, if it were taken out of context. 

Mr. Passman. I do not recall that you have said anything about the 
bilateral technical aid programs. 

Mr. Campsetu. I mentioned earlier we are supporting that program 
and feel it should be maintained at its present level. I certainly agree 
with your point and will be happy to see that it is stressed in future 
testimony. 

On general aspects of the bill before you we would like to point out 
that we agree wholeheartedly with the move to separate the authoriza- 
tion for military aid and defense support from the actual economic 
development and technical assistance authorizations in the bill. This 
point has needed clarification for many years. 

In conclusion, we would like to call to the attention of the Appro- 
priations Committee one of the very dramatic series of hearings held 
by the House Foreign Affairs C ommittee earlier this year. This was 
a series of hearings on the concern of the chure hes for foreign aid. In 
these hearings the leadership of America’s great religious ‘faiths pre- 
sented careful, responsible statements on ‘behalf of their members 
on the need, not only to continue, but to expand our present move 
to help people abroad to help themselves. The Right Reverend Angus 
Dun, appearing at the request of Bishop Henry Knox Sherrill, presi- 
dent of the Protestant Episcopal Church in the United States, said: 

I am confident that I speak for a large majority of the responsible leadership 
of my church in urging that the United States should continue to develop, im- 
prove, and expand programs of technical assistance, economic aid, and inter- 
national trade, such as would make for stability, justice, freedom, and peace for 
the peoples of the underdeveloped areas of the world and for all nations, includ- 
ing our own. 

A similar attitude was indicated by the Reverend Dr. Ralph W. 
Sockman, appearing in behalf of the National Council of Churches 
of Christ in the U.S. A., who said: 

Unless the United States awakens a fresh world expectancy, creates new hope, 
and offers programs of partnership with adequate long-range economic aid, 
others may try to do so. America alone, of the great powers, can give in this 
world crisis spiritual confidence to the underdeveloped areas and nations. We 


of the churches are of the judgment that the time for courageous action on the 
part of our Government has arrived. 
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The record of the hearings is replete with statements of this kind, 
unanimous in the support of an expanded economic foreign aid = 
gram. We commend to you the statements of Father James L. Viz- 
zard, vice president of the National Catholic Rural Life ¢ vonference ; 
Dr. James H. Robinson, representing the Presby terian Church in the 
United States of America; Dr. Paul C. Empie of the National 
Lutheran Council; Dean Constantine J. Kazanas of the Greek 
Orthodox Archdiocese of North and South America; Mrs. Theodore 
O. Wedel, president of United Church Women ; Harper Sibley, former 

resident of the United States Chamber of Commerce, representing 

hurch World Service of the National Council of Churches, and many 
others. 

Mr. PassMan. We are pleased to have had you with us, sir. 

Mr. Campseti. Thank you very much. 


NITED NATIONS CHILDREN’S FUND 
WITNESS 


MRS. VIRGINIA GRAY, CITIZENS COMMITTEE FOR UNICEF 


Mr. Passman. Mrs. Gray, it is pleasant to see Ese again. I be- 
lieve you met the members of the committee last yea 

Mrs. Gray. I have with me Mrs. Stone, and we renateend the Citizens 
Committee for UNICEF. 

Mr. Passman. Do you wish to make a general statement ? 

Mrs. Gray. It is a little bit longer than a 5-minute statement, Mr. 
Passman. If I may, I would like to read the first page and then sum- 
marize the rest of it. 

Mr. Passman. It may be possible that we shall not need to limit 
youto5 minutes. Kindly proceed with your statement. 

Mrs. Gray. Thank you very much. 

The Citizens Committee for UNICEF is an informal clearinghouse 
of legislative information serving a number of national organizations 
which support continued United States participation in the United 
Nations Children’s Fund (UNICEF). Some of these organizations 
appear before you separately to present their views while others, 
among them the following, have authorized this joint statement: 

American Association of U niversity Women 

American Parents Committee 

Association for Childhood Education International 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church Woman’s Division of Christian Service of the 
Board of Missions 

National Association of Social Workers 

National Board of Young Women’s Christian Association 

National Congress of Colored Parents and Teachers 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 
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May I add one authorization that I received to use tonight? That 
is the Cooperative League of U.S. A. There was a delay and Mp, 
Campbell did not get in touch with me in time for the league to be 
added to the mimeographed statement. They do endorse it and go 
along with all of the rest of us. 

Mr. Passman. The entire statement will be inserted in the record, 

(The statement follows :) 


I am appearing here today to request the contribution of $11 million to UNICEF 
by the United States during the coming fiscal year. In doing so, the organizations 
listed above are supporting the amount requested by the executive branch and 
authorized by the House Foreign Affairs Committee and by the Senate. We 
support this contribution to UNICEF for the same reasons that we have sup- 
ported the work in past years. If possible, we believe more firmly than ever in 
the value of what is being done to improve the health and well-being of the world’s 
children upon whom the future of our civilization as well as their own will 
depend. 

UNICEF’s achievements have justified our confidence in the past. The results 
have been good because the planning has been sound. Policies have been designed 
to foster the maximum degree of self-help and of local responsibility, and 
economy of operation, and an assurance that the benefits of the program will 
endure aS permanent improvements after the initial UNICEF assistance has 
terminated. A careful coordination of efforts among UNICEF, WHO, FAO, and 
UNTA has enabled UNICEF to draw upon the technical guidance of these agen- 
cies and supplement their activities without duplication. 

The needs continue. We are confident that, with sustained leadership on the 
part of the United States, of which this appropriation would be the best evidence, 
the year ahead will see further important gains for the welfare of mothers and 
children. It is estimated that over 40 million children will receive help in one 
form or another if UNICEF can carry forward its part of the program. 


PREVIOUS ACCOMPLISHMENTS OF UNICEF 


UNICEF's program in the past can be grouped into 4 main categories, allowing 
always a slim margin for emergency aid when disasters strike: maternal and 
child welfare, disease control, and nutrition. Contributing governments num- 
bered 81 in 1956. 811 projects were carried out in 98 countries and territories. 
Their success has been due in large measure to the following basic criteria: 


1. Emphasis on fundamentals 


UNICEF has succeeded in the past because it was planned to meet first things 
first. Therefore, a philosophy of attacking the most important threats to child 
health and welfare has resulted in the control of mass diseases over large areas, 
diseases such as tuberculosis, malaria, yaws, and leprosy which in the past 
have debilitated, if not killed outright, vast numbers of children. Another point 
of attack has been to improve child nutrition through the use of powdered milk 
and to develop local sources for assuring an adequate and balanced diet. Other 
basic child and maternal health and welfare services have been provided through 
the establishment and equipping of health centers, clinics, and hospitals, by 
training nurses and midwives, by improving water supplies, and other sanitary 
conditions. 


2. Helping people help themselves 


Perhaps it cannot be said too often that a contribution to UNICEF is not “just 
another giveaway” program. UNICEF aid stimulated the countries needing help 
to undertake their own child health and nutrition work. The assisted govern- 
ments are required to match the financial help provided by UNICEF with equal 
contributions of their own. In practice they have more than doubled UNICEF 
aid and, in many cases, more than tripled it. When the assisted government is 
required to allocate funds from its own tight budget, there can be assurance that 
the funds will be well spent in terms of value received. 


8. Economy of operation 


Although implied in the preceding paragraph, the economy of operation of the 
UNICEF programs is such an important factor in past accomplishments 
that it cannot be overstressed. The fact that so much good is made possible 
with such a relatively small amount of money continues to be amazing. In 
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1956, for example, the United States contribution of $9.7 million was joined 
py other contributions and matching funds that altogether reached the total 

uivalent of $68.5 million or, to put the matter in another way, the United 

tes dollar was increased to $7 in terms of goods and services to the world’s 
children. To the economy-minded public and to the Members of Congress, 
UNICEF’s record on this score is outstanding. UNICDF is not only a sound 
investment, but a really remarkable bargain in comparison with its cost to the 
American taxpayer. A pledge of $11 million for the fiscal year 1958 would cost 
each citizen about 6 cents. In relation to the total mutual security bill, this 
amount represents less than three-tenths of 1 percent. 


}. Focus on children 

The value of a focus on children is that it serves to keep the main purpose of 
the program clear (and unconfused). There is almost universal agreement that 
children should be spared the needless suffering of hunger and preventable illness 
and should have the opportunity to grow up to be healthy and productive citizens. 
Under such a program there is the least possible danger of political or ideological 
implications. 

THE NEED AHEAD 


UNICEF has shown impressive ability to adapt its planning to the changing 
needs brought about by its own successes. UNICEF now has the know-how, the 
tehenical skill through cooperation with WHO, FAO, and UNTA, to produce 
really astounding results in the field of disease control and, on this basis, to 
contribute to the general process of a rising standard of living in the under- 
developed areas of the earth. 


1, Bradication of major preventable diseases 

Modern medicine now has the means for the eradication or control of such 
major sources as tuberculosis, malaria, leprosy, and yaws within the foreseeable 
future. It now becomes a matter of the determination and organization on the 
part of the governments of the areas where the diseases are prevalent. Much 
more can be done also by the early recognition and treatment of tuberculosis 
than has been possible previously. A concerted attack should be made soon 
on trachoma, the cause of most of the blindness in the world. 


2. Help for Africa’s children 

This vast continent is rapidly awakening to the opportunities of 20th century 
civilization. Much help will be needed in many areas to continue the fight 
against disease and to teach health, nutrition and sanitation to its millions of 
peoples. 
8. Community development 


In order to maintain the physical and economic improvements that the eradi- 
cation of disease is making possible, as well as to conserve the investments of 
time, personnel, and financial resources that have gone into the underdeveloped 
areas of the world, a program of education is essential—particularly for the 
mothers who bear the brunt of the responsibility for the home and family life. 
It is of little use to save the lives of millions of people unless they are also taught 
habits of good nutrition, health, and sanitation so that they may maintain the 
almost miraculuos gains which modern medicine has made possible. Here 
again UNICEF aid, provided in cooperation with other appropriate national 
and international efforts, can serve as an important catalyst for further develop- 
ment of local responsibility. 

With such glimpses of the immediate need ahead, the recommended appropri- 
ation of $11 million for the United States contribution to UNICEF in the coming 
year is a reasonable, indeed, modest request for which we urge your support and 
continued leadership. The program clearly expresses the humanitarian ideals 


} of the American people and serves the best interests of the United States. 


I hope that you will be able to recommend an appropriation of $11 


| million for the Childrens’ Fund. I am told so many times that every- 


{ 


body is for children that I hope you will all be for children to the ex- 
tent of this appropriation this year. 


Mr. Passman. I assure you that you have many friends of this pro- 
gram on this committee. We are pleased that you could appear before 
the committee. 

93522—57——74 
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Mrs. Stoie, do you wish to prepare a statement and file it later? 

Mrs. Stoner. I think this tells the story. 

Mrs. Gray. Thank you, Mr. Chairman and members of the commit- 
tee. 


Fornten Arp Program 


WITNESS 


DR. MARY BRADSHAW, AMERICAN ASSOCIATION OF UNIVERSITY 
WOMEN 


Mr. Passman. The next witness is Dr. Mary Bradshaw. 

We are happy to have you with us Dr. Bradshaw. 

I believe you represent the American Association of University 
Women. 

Mrs. BrapsHaw. Yes, sir, I do. 

Mr. Passman. Do you have a statement to make to the committee? 

Mrs. Brapsuaw. Yes, I do. 

Before reading my brief statement, I should like to identify my- 
self and the organization I have come to represent. My name is Dr, 
Mary Bradshaw and at present I am serving as president of the Wash- 
ington branch of the American Association of University Women. I 
am affiliated also with the American University where my position 
is that of professor and acting chairman of the department of inter- 
national relations and organization. 

The American Association of University Women is an organiza- 
tion of 140,000 women college graduates organized into 1,366 branches 
in the 48 States, the District of Columbia, Guam, Hawaii, and Alaska. 

A fundamental purpose of the organization is to stimulate and sup- 
port study groups in fields of common and continuing interest such as 
international relations. Complementing this aspect of the association’s 
program is an action program whereby members speak and work for 
legislation appropriate to the conclusions reached by their study 
groups. 

At its most recent biennial convention held last month in Boston, the 
association once again went on record in support of foreign aid by 
adopting the following item as a part of its legislative program : 

Support of a constructive foreign policy designed to develop conditions fa- 
vorable to democracy, economic well-being, security, and peace throughout the 
world by working for such objectives as expanding programs for sound tech- 
nical assistance and economic development. 

At this late date in the legislative process, there are few if any argu- 
ments related to the foreign aid program for fiscal 1958 which will be 
fresh ones for members of this hard-working committee of the House 
of Representatives. It is not our hope or expectation to startle you 
with novel pleas or even to present all of the solid arguments we ree- 
ognize for the mutual security program. It is our desire simply to 
remind you of the widespread citizen support for foreign aid which 
survives in a climate in which budget cutting in general is a highly 
popular pastime, The Carnahan-Merrow committee’s findings and 
the public opinion polls favoring foreign aid are neither freaks nor 
accidents. Rather, they have made manifest the same citizen under- 
standing of foreign aid to which we would address ourselves. 

Like all taxpayers, members of AAUW would welcome the tax 
cuts which elimination of the foreign aid program might make pos- 
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sible, but as thinking citizens we are convinced such savings would be 
illusory rather than real, temporary rather than permanent. We think 
of foreign aid in terms of mutual security, giving due weight to both 
words “mutual” and “security.” Whatever may have been past short- 
comings in administration of the program, we are convinced that its 
overall effect on the world’s economy and on international relations 
has been highly beneficial to the West in general and to the United 
States in particular. 


Anyone familiar with the newspapers of foreign countries must be humble 
in the face of European, Asian, Latin American and African concern for “what 
the United States does next.” If the 85th Congress chooses to save dollars and 
cents at the expense of security, it will help build a reputation for American 
foreign policy as quixotic rather than reasoned. If the House of Representa- 
tives elects to sustain the cuts made by the Senate in funds for the mutual se- 
curity program or if it pushes those cuts still deeper, it may end the effective- 
ness of the program as completely as by failing to appropriate anything at all. 
In our view, the momentum of the present program requires a more generous 
authorization than the Senate has seen fit to pass and we look to the House 
of Representatives to restore the foreign aid program to more suitable 
dimensions. 

In sum, as spokesman for the international relations committee of the AAUW 
I urge this subcommittee to recommend to the full committee and subsequently 
to the House of Representatives that it authorize, then appropriate, the total 
budget for mutual security requested by the International Cooperation Adminis- 
tration. In promoting the health of the free world community, the Congress 
will be advancing the self-interest of the United States; in advancing the self- 
interest of the United States, the Congress will be satisfying the expectation 
and hopes of constituents everywhere. For security is more important than 
economy whether from the point of view of the individual or the Nation, and 
mutual respect among nations is more reassuring than self-righteous isolation. 


Mr. Passman. Thank you, Dr. Bradshaw, for appearing before the 


committee and presenting your forceful statement. 
Mrs. BrapsHaw. Thank you. 
Mr. Passman. We will adjourn until 10 o’clock tomorrow morning. 
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